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By letter of 5 April 1977 the President of the European
Parliament authorized the Committee on the Environment, Public
Health and Consumer Protection to draw up an own-initiative report
on the relationship between producer prices, middlemen's brofit
margins and the final selling price to consumers of agricultural
products. The Committee on Agriculture was appointed to draw up

an opinion.

On 28 April 1977, the committee on the Environment appointed
Mr Schwabe rapporteur, and a first discussion was held on
19 December 1977. Following the death of Mr Schwabe, the committee

appointed Mr Willi Miiller rapporteux in his place on 25 January 1978

The committee considered the draft report at its meeting of
18 October 1978 and adopted it with one vote against.

Present: Mrs Krouwel-Vlam, chairman; Mr Willi Miiller,
rapporteur; Mr Adams, Mr Andersen, Mr Bré&g&gére, Mr Herbert,
Lord Kennet, Mr Lamberts, Mr McDonald, Mr Noé&, Mrs Squarcialupi
and Mr Verhaegen.

The opinion of the Committee on Agriculture is attached.
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A

The Committee on the Environment, Public Health and Consumer
Protection hereby submits to the European Parliament the following motion

for a resolution, together with explanatory statement:

MOTION FOR A RESOLUTION

on the relationship between producer prices, middlemen's profit margins

and the final selling price to consumers of agricultural products

The European Parliament,

- having regard to Article 39 of the EEC Treaty,

- having regard to the European Economic Community's preliminary programme

of 14 April 1975 for a consumer protection and information policyl,

- having regard to its resolution of 14 September 1977 on

Community consumer policyz,

- having regard to the report of the Committee on the Env1ronment,
Public Health and Consumer Protection and the opinion of the Committee
on Agriculture (Doc. 404/78),

1. Regrets that, despite the declaration issued at the London Summit
on 11 May 1977 and the numerous and gratifying efforts made by tue
Commission, the Member States have only partly succeeded in fightiag

inflation effectively;

2. Notes that in the wake of these inflationary trends consumer food
prices have risen just as sharply as producer prices for agricultural

products;

3. Observes with concern the increase in gross profit margins in djifferent
oranches and in some Community countries where the processing industry and
food trade are clearly tending to use price increases at producer level as a

pretext for increasing the gross profit margins without any regard J‘or real cost:

4. Has learned with dismay of the initial findings of the pilot surveys
carried out by the Commission on the gross profit margins made by middle-~
men in the food trade, to the effect that price differences within the
Member States for identical products amount to 40% and more in about one-
third of the cases investigated;

5. Presumes that these enormous price differences may be attributed
partly to deep-seated differences in the structures of the agricultural
markets, inadequate competition and the numerous marketing and

processing stages;

1
2

0J No. C 92, 25.4.1975, p.l
0J No. C 241, 10.10.1977, p.23
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6. Is convinced that it would be a great help in improving these
structures if public and cooperative undertakings were to be built up in
those countries and regions where undertakings of this kind have ag yet

had no influence on the market;

7. Urges the Commission to ensure that the Council Requlation of
19 June 1978 concerning producer groups and associations thereofl is
implemented in the near future by the Member States concerned;

8. Realizes the influence exerted by advertising and packaging en cost
trends and pricing in the food sector; welcomes therefore the Commission
proposal on misleading and unfair advertising and also invites the

Commission to initiate measures to counter misuse of packaging;

9. Stresses the need for analytical studies of profit margins in the
food sector accompanied by regular and continuous monitoring of the
market, in order to detect possible price distortions at the various

commercial levels;

10. Proposes that, since it has now tested the methodological basis for
such studies in Ireland, the United Kingdom and Germany, the Commission

should begin by carrying out these studies on some selected agricultural
products that are of particular importance for the private housewife's

shopping basket;

11. Suggests further that the Commission should study more closely the
effects of the common agricultural priceson final consumer prices and that

the results of these studies should be made known to the general public;

12. Presumes that when agricultural price proposals are being drawn up
in future, the Commission will be able, on the basis of studies of this
kind, to give more realistic estimates of the effects of price increases
on final consumer prices for the various countries and products or groups

of products;

13. Urges the Commission and Council, pursuant to Article 39 of the EEC
Treaty, to work out and implement a common policy which will serve the
interests of farmers, consumers, the processing industry and the food
trade in equal measure and can be seen as a food policy in the broadest

sense;

l4. Considers that within the framework of a food policy of this kind
forward analyses of production figures and future requirements in agri-
cultural products are needed to provide national and Community decision-
making bodies with long-term planning guidelines for production, marketing

and consumption;

1
OJ No. L 166, 23.6.1978 , p. 1
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15. 1Is convinced that in this way the policy of common prices and
supporting measures could contribute more effectively to ensuring a

balance between supply and demand on the markets;

16. Considers that the imbalances and surpluses on some markets at the
present time are caused by the in some cases unlimited marketing guaran-

tees at relatively high price levels;

17. Urges the Commission, in view of the effects that further -ncreases
in the common agricultural prices would have both on the agricultural
markets and on rising living costs, to pursue vigorously its present

foresighted anti-inflationary prices policy;

18. 1Invites the Commission to study ways and means of cutting back on
unlimited marketing guarantees and also to work out and propose effective

forms of co-responsibility for farmers in the case of surplus products;

i

19. Hopes that the Community will have the courage to develop and
vigorously implement its structural, regional and social policy, vhich is

still only in its initial stages;

20. Believes that in order to support a policy of this kind the respurces

of the EAGGF's Guidance Section must be considerably increased;

21. Encourages the Commission to adopt special measures to offer inter-
vention goods to socially disadvantaged groups in the Community and also to
make much greater use of them to supply food aid to the poorest developing

countries:

22. Supports a return to a genuine common agricultural market and is
therefore in favour of a gradual abolition of monetary compensatory amounts,
provided this abolition is not used as a pretext for a general increase in

price levels;

23. Considers that within the framework of a common food policy consumers
mugt be represented alongside agriculture, industry and trade as equal

partners at all levels of the political decision-making process;

24, Feels that, while there is already some consultation of consume :s by
the Commission, such consultation must be stepped up and calls on the ‘
Commission once again to make the opinions of the Consumers' Consultative

Committee available to Parliament in the future;

-7 - PE 52.628/fin.



25. Urges once again that the Commission's Environment and Consumey
Protection Service be organized in such a way that it can carry oyt its
manifold duties relating to the protection and strengthening of cansumers'
interests in close cooperation with the Consumers' Consultative Committee

and the consumer organizations:;

26. Calls on the Council to explain its decisions and the reasons for
them to the public at large and at the same time to make it clearer

than it has been in the past that in taking their decisions on prices

the Agriculture Ministers do not act as representatives of group interests
but on behalf of their governments and having carefully weighed the overall

economic situation;

27. Invites the Commission to implement Article 40 of the European
Community's preliminary programme for a consumer protection and information
policy by giving the general public more comprehensive, intelligible and
continuous information than it has been doing up to now about the Commu-
nity's agricultural policy in general and the factors determining prices

in particular;

28. Welcomes the fact that in appointing the new members of the

Economic and Social Committee on 19 September 1978, the Council has

ensured stronger representation of consumers and their interests;
.3 L 54 N

29, Instructs its President to forward this resolution and the committee's

report to the Council and Commissione

. -8 - PE 52.628/fin.



B
EXPLANATORY STATEMENT

BA. INTRODUCTION

1. There are 265 million Europeans, and thus 265 million consumers, in the
nine couptries of the Community. What do they expect from Europe? On the
initiative of the Commission of the European Communities regular surveys are
being carried out as part of the 'Eurobarometer' on issues of particular
public interest. It recently emerged from one of these surveys that 7 out
of 10 people in the Community expect priority to be given to the battle

against price increases.

2. This being the case, Parliament would be well advised - especially in
view of the approach of next year's direct elections - to take the opportunity
of investigating trends in food prices in the Community, especially as
expenditure on food constitutes a significant proportion of the overall cost
of living and also because in its common agricultural policy the Community
possesses an instrument with which it can control agricultural pricus and,

ultimately, consumer prices too.

3. It is not the aim of this report to determine who, among producers,
processors, wholesale traders and retail traders, is responsible for food
price increases. Even if that were possible, far more comprehensive studies
would be necessary. All this report can hope to do is to attempt, in a first
approach to this highly extensive and complex subject, to highlight the im-
portance of the various components (agriculture, industry and trade) in the

make-up of consumer prices and the relationships between them.

BB. RELATIONSHIP BETWEEN PRODUCER PRICES, MIDDIEMEN'S PROFIT MARGINS
AND THE FINAL SELLING PRICE TO CONSUMERS OF AGRICULTURAL PRODUCTS

I. Trends in consumer food prices

4, As a consequence of the general price increases, consumer prices have
also risen steadily in recent years. Details will be found in Annex Il,
which gives the consumer price indexes from 1970 to 1976 (including both
the general index and the various sub-indexes) for the nine Community
countries. The general index shows the wide disparity in price trends
between the Member States. The average rate of inflation of about 5.8%
in Germany contrasts with inflation rates of 12.2% in Italy, 13.6% in the

United Kingdom and as much as 14% in Ireland. !

! boe. 510/77, p.210
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5. The sub-index 'foodstuffs and beverages' also varies from country to

country. On_average the rates of increase over the years 1970 to 1976

are lower for Germany, Belgium and the Netherlands than in the general

index, while for all other countries they are higher.

If, on the other hand, we take a look at variations from year to
year over the period under observation, 1970 to 1976, we note that the
rates of increase for foodstuffs at times of particularly severe inflation
(1973-1975) were scmewhat lower as a rule in all countries than in the

general index.

From all these remarks it may be concluded that food prices did not
fuel the general inflationary process, but that they did contribute ¢to the

overall rise in prices.

6. Estimates of consumer price trends in 1977 indicate that pricea rose
more slowly than in previous years. The rates of increase range from
3.2% for Germany, 3.7% for Luxembourg, 4.2% for the Netherlands and 4.8%
for Belgium to 12.1% for the United Kingdom, 12.5% for France, 14.7% for
Denmark and 16.9% for Italy.

7. Taken as a whole, these figures show that, despite the declaration
issued by the Heads of State or Government in London on 11 May 1977 some
Member States have a long way to go before they get inflation under control.
The Member States should therefore realize their common responsibiiity

and pursue more vigorously the aim stated at this Summit of combating

inflation by adopting practical measures and setting realistic targets.

II. Trends in producer prices of agricultural products

8. The trend in agricultural producer prices for the years 1968 to 1977
is shown in the table in Annex IIl, according to which producer prices rose
at a disproportionate rate in every country in the Community in 1975 and
19762. Even in countries like Germany, Belgium and the Netherlands the
rates of increase were over 10% in each case. The rates of increase were
far higher in the United Kingdom (24.3% and 30.4%) and Ireland (26.6% and
28.1%), which is largely due to the fact that prices in these countries

had to be adjusted to the general European Community price level.

1 Doc. 510/77, p.1l91

In 1976 these rates of increase were affected to gsome extent by
weather conditions (drought in the North, floods in the South).
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9. In 1977 it became evident that there was a falling off in the trend
of rising producer prices. The index ranged from -4% in Germany apd the
Netherlands to 12.3% in Italy and 21% in Ireland. This welcome change
can be partly accounted for by a falling off in the exceptionally high
rates of increase in 1975 and 1976, and it is also possible that the
initial effects of the Community's farsighted anti-inflationary agricul-
tural prices policy were making themselves felt to some extent. In the
1977/78 marketing year the average level of common agricultural prices
expessed in units of account rose by only 3.9% as against 7.7% in 1976/77
and 9.6% in 1975/76.

10. Annex III contains a general comparison between the producer price
index for agricultural products and the consumer price index for food-

stuffs for the years 1970 to 19771.

Wwhatever reservations we may have about a general comparison of éﬁi%:
kind, the figures nevertheless show the tremendous pressure exerted by -
producer prices on consumer prices in the Member States in the years
1975 to 1976. This is true not only for the new Member States, where
agricultural price levels had to be adjusted, but also for all the others.

Fortunately the trend outlined did not continue in 1977.

11. The influence of producer prices on consumer prices varied from
product to product, as is clear from Annex IV which shows price trends
over the years 1973 to 1976 for bread, sugar, milk, meat, ware potatoes

and eggsz.
ITII. DISTINCTION BETWEEN PRODUCER PRICE AND CONSUMER PRICE

12. In an economy based on the division of labour producer and consumer
prices are not identical. Processors and traders expect their shave of
the final price to the congsumer. The latter is thus the producer price
plus processors' and traders' margin. This margin, which is made up of
costs and profits, is perfectly legitimate. The size of this margin

(in comparison with the service rendered) may be challenged, but not its
existence. Challenges of this kind have become more frequent and forceful
in recent years, as the consumer feels that he is being harshly treated
by constantly rising food prices, while on the other hand the farmer, has
the impression that, despite rising producer prices and farm incomes, he

is not getting his fair share of the consumer price. The remarks that

1 Doc. 510/77, p.208
2 Doc. 510/77, p.212
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follow are intended to promote a realistic and objective discussion of
this whole problem, to outliné the common interest of farmers and
consumers, and in addition to encourage investigations into price trends

at the various economic levels where these are needed.

IV. PRICES OBTAINED BY AGRICULTURE AS A PROPORTION OF CONSUMER
EXPENDITURE ON FOOD AND LEVEL OF GROSS PROFIT MARGINS OF
INDUSTRY AND TRADE

13. Scarcely any studies or data are available at Community level concerning
the proportion of consumer expenditure on food which represents the sales
profits of agriculture or concerning the level and trend of the gross

profit margins of industry and tradgl No critical study of consumer price

trends, however, is really possible without such data.

(a) Commission survey of the development of concentration and competition

in the distribution of foodstuffs

14. Since January 1976 the Commission has been assembling data, as part of
a survey of the development in concentration and competition in food
distribution, on food prices and gross profit margins in the nine Community
countries. Although these investigations are still in progress and no
definite evidence about gross profit margins will be available for a long
time, the Commission hag published preliminary obéérvations concerning

these price surveys in its Sixth Report on Competition Policy.2

15. The first surveys of retail food prices show that identical products
are sold at considerably different prices within the Member States. For
about a third of the food products considered, the differences were greater
than 40%. The surveys also show considerable divergence in the evolution
of prices over a short period. Frequently, in the same town or region,

the price of an article may increase considerably (e.g. by 50%) at one

sales point, while it may be considerably reduced elsewhere (e.g. by 60%) .,

16. More details will be found in Annexes V and VI. The price differences
noted in a large number of sales points and for similar articles were first
broken down into six classes in Annex V. For Denmark this reveals that out
of 57 sales points checked there were price differences of 80~100% in 9
cases, of 60-80% in 18 cases and of 10-40% in a further 27 cases.

The Commission Statistics Office has taken the first steps in this direc-~
tion in Ireland, the United Kingdom and Germany by having the methodological
basis for this sort of study tested. These preliminary studies did not,

of course, produce usable data

Doc. 70/77, p.l76 ff
idem, p.187
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17. Annex VI takes the survey one stage further by assembling these price

differences into three categories, which are labelled as follows:

(a) normal case = price differences of 10-40%
(b) divergent case = price differences over 40%

(c) uniform case = price differences lower than l0%.

It appears from this table that out of 154 sales points tested in the
United Kingdom there were 33 instances of uniform case price differences,

20 of divergent case and 101 of normal case.

18, According to the Commission, the provisional results of the surveys
showed that size and location of sales points have a crucial effect on
their distribution costs and profitability and may account for price
disparities of up to 40% (normal case) between, say, a shop in the town

centre and a supermarket on the edge of the town.

19. The Commission believes that 'price disparities', i.e. of 40% or

more, may be explained in two ways;

- the sales points offering minimum prices are usually either exposed to
much more intense competition than the others, or actively engajged in an

aggressive competition strategy;

- these sales points belong to groups or retailers' organizations whose
power of negotiation with manufacturers and producerslis'very great;
this enables them to obtain exceptionally favourable conditions and

cost prices ('power of demand').

(b) Analytical studies on profit margins carried out in Germany

20. Analytical studies on profit margins based on long-term observation
of the market have been made at national level. A noteworthy example in
Germany is a series of studies being carried out by the Federal Ministry
of Food, Agriculture and Forests (BML) in conjunction with the Institute

for Agricultural Market Research in Braunschweig-V®lkenrode.

21. The aim of these investigations is to determine the value of the
materials and sexrvices added to the primary agricultural product until it
is ready for consumption by comparing the prices obtained by agriculture
-for selected products and groups of products and the value of the food-
stuffs made from them in terms of retail prices, in other words by
establishing the difference between the prices obtained by agriculture on
the one hand and consumer expenditure on food on the other. Calculations
of this type have been carried out for all important égricultural products

since the beginning of the 60s.

- 13 - PE 52.628/fin.



22. The following conclusions may be drawn from the data collected

between 1965 and 1975 (see Annex VII):

- Agriculture's share in consumer expenditure on the various groups of
products varies to a striking degree. It is relatively high in the
case of eggs and potatoes for human consumption (85% and 57.6%
respectively), but strikingly low for bread grains (14.5%). The
reasons are obvious. Eggs and potatoes are usually marketed without
being processed and often go straight from producer to consumer.

Bread grains on the other hand go through many marketing stages bhefore

reaching the consumer.

- Calculations show that in the last decade there has been a steady decline
in the relative share of agriculture in consumer expenditure on food
and consequently that the margin for processing and trade has expanded.
The reduction in agriculture's share is not, however, due to a fall in

agricultural producer prices.

- For crops and animal products combined agriculture's share is still 48.9%

degpite the decline in recent years.
(¢) cConclusions

23. In the present circumstances the need for analytical studies at
Community level of profit margins is obvious. Serious scientific studiesg,
based on regular and continuous observation of the market, on the praoblems
of profit wmargins at the production, processing and distribution stages

of agricultural products are necessary. These studies should, in addition
to providing purely statistical surveys of gross profit margins, make it
possible for conclusions to be drawn about the 'cost and profit'components
at each stage and thus permit a closer analysis of possible price

distortions at the various stages.

24. In connection with the aforementioned pilot surveys of consumer
prices the Commission announced that it would be carrying out an investi-
gation into gross profit margins in the retail trade. It hopes to be able
to publish its initial findings in the next report on competition policyl.
For the purposes of the present discussion, however, your rapporteur
intends to make some working hypotheses, which may make it easier to

understand profit margin trends.

25. If agriculture's share of final consumer food prices is falling, it
follows that the share of the processing and distributing sectors must
be rising. 1In fact, it is rising all the faster in that final consumer

prices themselves have risen sharply, as we have seen, in recent years.

1 Doc. 70/77, p.l85
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How much of this increased margin goes to swell profits and how much is

swallowed up in costs is not known.

26. There is a continually increasing degree of sophistication nowadays
in the manner in which agricultural products are being put on the market:
for example, when potatoes are no longer bought by the sack and stored in
a cellar for the winter, but are bought by the pound, possibly already
peeled or even in the form of potato crisps, this inevitably makes the

product dearer.

27. One factor in rising costs is the continually increasing expenditure

on advertising. To give one example, total expenditure on advertising in
Germany was estimated at DM 7,700 m in 1967, but ten years later it
amounted to about DM 30,000 m, in other words, it had increased fourfoldl.

It is no secret either that packaging materials are becoming

increasingly larger and more sumptuous and thus more expensive. Disposable
containers are taking over in all sectors of the food trade with alarming
rapidity, while throwaway shopping bags and cartons are also contr‘buting

their share. 1In its resolution of 14 September 19772

the European
Parliament expressly condemned excessively large packages and unjusti-
fiably expensive packaging materials as well as the misuse of advertising
and requested the Commission to take measures to prevent this3.

28. 1In his reply to the oral question on direct sales of agricultural
products , the Commissioner said that high energy costs in the processing,
storage and distribution of food have a much greater impact than is

generally believed.

29. It should also be pointed out in this connection that the advantageous
giting of the sales point has a greater influence on the price than ever
before. Transport costs have varying effects on prices depending on the
situation of the sales point, i.e. whether it is located on the edge of a
town near a motorway or in the town centre. It would be interesting to
know whether the most cost-effective means of transport are being used in
the Community and whether - and if so where - price distortions arise in

this sector.

1 Verbraucherpolitische Korrespondenz (Correspondence on Consumer Policy),
Vol. 3/1978, p.9

3 99 C 241, 10.10.1977, p.3

On 28.2.78 the Commission forwarded to the Council a proposal on

misleading and unfair competition (COM(77) 724 final).

4 : X
Debates, Report of Proceedings, (Rainbow edition) Friday, 17.2.1978, p.343
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30. Concentration and the power of demand in the processing industry and
in trade are constantly weakening the producers' market position. The
less the suppliers are organized and the less they come to terms with the
inekorable trend towards regional marketing and the insistence on bulk,
the-greater is the pressure on producer prices. It follows clearly from

this analysis that producer and marketing cooperatives must be systematically

promoted.

31. It is therefore essential to investigate whether and to what extent the
price advantages derived from concentration and the power of lemand are

passed on to the consumer or whether they merely swell the profits of the
middlemen. There are indications that the middlement do not always pass on
these price advantages to the consumer. In the Member States of the Community
agricultural and food markets are largely oligopolistic, which means that

the food trade takes what the market has to offer. This argument is made

all the more credible by the fact that price trends on these markets do not
always match cost trends. 1In its 1977 report on the agricultural marketl,

the Commission notes that pig meat prices continue to show an apward trend

and reflect only slightly the cyclical and seasonal falls in producer prices.

32. The kind of calculation based on percentage profit margins that is
customary in the food trade leads to disproportionate mark-ups and means
that increases in producer prices give rise to increased consumer prices
that cannot be justified by rising costs alone. There is however a wide
difference in the way in which these practices affect the individual Member
States. In some of them strong competition acts as a regulator. In others,

lack of competition helps to encourage these practices.

33. In this context the Commission claims that price differences of up to
40% between a small shop and a supermarket can be explained on the basis
of the advantages conferred by concentration and rationalization (location
of sales point, savings on transport costs, power of demand, etc.). If we
further suppose that by this time 50-75% of the total volume of goods on
the market is handled by a small group of major concerns at all trading
levels, then despite mounting prime costs due to the rise in agricultural
prices, processing and distribution costs, food prices in the Community in
recent years should have remained stable or even fallen as a result of the

aforementioned benefits of rationalization.

L om(77) 490 final - Part I, p.119 - Doc. 479/77
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34. In the light of the foregoing it is obviously in the interest of both
farmers and consumers to press for direct marketing, that is to say, to
bypass trading concerns as far as possible. Market observations, hawever,
show that direct sales are steadily declining. We note from the

Commissioner's reply to the oral question tabled by your rapporteur1

that
no statistics are available on the pattern of direct sales and of compara-
tive prices. It would be interesting to know how much higher final ;
consumer prices in the shops are than those charged when-products are sold
direct, and how much the farmers' profit margins in the case of direct:

sales differ from those recorded in the case of sales to the food trade.

V. CHANGES IN PRODUCER MARKET PRICES AND THEIR EFFECTS ON-CONSUMER PRICES

35. Any increase in producer prices entails an increase in the primary
product costs to processors and distriputors and coneeguently, in the

short or long term, in prices to consumers. The extent of this effect on

the market margin and thus on the price of food to consumers is determined
by various factors. These include (a) the number of marketing stages, (D)
the relative share of the primary agricultural product which has gone up in
price in the cost prices of processors and distributors and (c¢) the relative
power wielded by the enterprises concerned on the market. 1In addition, there
is another important and non-quantifiable factor, i.e. the fact that the in-
crease in the producer price is often used by the trade as an excuse for

price rises prompted by quite different motives.

VI. EFFECTS OF EUROPEAN COMMUNITY MARKET ORGANIZATIONS ON PRODUCER MARKET
"PRICES AND .CONSUMER PRICES

36. On the common European agricultural market supply, demand and market
position are, of course, not the_gglz factors influencing prices. In the
Community the level of agricultural producer prices is determined chiefly
through the market organizatiopg,,l.e. the rules laid down by the European

Community.

{
37. These marketing organizations are determined at present by the following

instruments: levies and compensatory payments, common agricultural prices,

monetary compensatory amounts and support measures.

38. The levy is the main instrument of protection against external trade
in the agricultural sector. It is a kind of sliding-scale customs duty on
imports which prevents them from being offered on the internal market below
a certain price. By now more than 70% of all agricultural products enjoy
marketing arrangements of this kind. ’

1
Debates, Report of Proceedings, (Rainbow edition) Friday, 17.2.1978, p.343
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From time to time the Commission also levies countervailing dutjes,.

These are applied on an ad hoc basis with a view to revitalizing the
domestic market. The most recent example dates from the summer of 1977
when the price of Rumanian and Bulgarian tomatoes was temporarily increased
by the Commission by 80 pfennigs per kilo in order to enable Dutch and

Italian tomato-growers to sell their products at fixed prices.

39. A further instrument of interest in this connection is that of the
'green rates' and the monetary compensatory amounts. These were introduced
some years ago to keep currency fluctuations between Member States from
directly affecting producer and consumer price levels. A reduction in

MCAs would raise producer prices in countries with weak.currencies and
lower them - in terms of the given domestic currency - in countries with

strong currencies.

40. ;While adjustment of the 'green rates' and reduction of the MCAs changes
proqucer price levels directly and proportionally, the same is nct true of
an increase in common agricultural prices expressed in units of account.

The impact of the common agricultural prices on producer market prices
depends largely on whether the product being supported is a surplus product
or not. 1In the case of surplus products such as butter or cereals the
support prices have a very direct impact on the market prices (usually 100%).
For other products, notably fruit and vegetables, the intervention prices

do not have a direct effect on market prices except in the event of geasonal
gluts.

41. Price forecasting is more difficult as regards the effects of common
agricultural prices and adjustments to the 'green rates' on the price of
food to the consumer. 1In this connection the Commission stated in its

proposal on the fixing of agricultural prices for the farm year 1977/197813

'Price increases, as listed in the attached table, result in an average
increase in agricultural prices in u.a. of the order of 3%. The average
effect on the cost of food to the consumer would be of the order of 1.5%

and on the cost of living in the Community of the order of 0.3%.'

42. Quite apart from the fact that the Commission's forecast regarding
possible market developments is based on various unknown factors, it is
worth asking what prompted it to make this statment. It was presumably

working on the following assumptions:

1 COM(77) 100 £final, p.7

1

bl
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(a) The products in respect of which price-fixing is practised account
for 71.5% of total agricultural production, while the agricultural
primary product is estimated to account for 70% of the value of food.
Any change in prices therefore would affect 50% of all food consumed,
which, taking the Community average at the present time, accounts for

21.6% of all household expenditures.

(b) A proposed increase of 3% in administrative agricultural prices would
have the effect of raising food expenditure by 1.5% and overall living

costs by 0.3%.

43. Obviously, this method of calculation is purely theoretical and gives
only a very rough answer. It does not take into account, for example, trends
in production and the supply and demand situation on the market. It

cannot hide the fact that food expenditure accounts for 31.4% of

overall living costs in Italy, which is far above the European Community

average of 21.6% (see Annex VIIIl).

44, In the light of this reservation - and there may be others - it is
not surprising that so many different figures are guoted in the annual
agricultural debates on price-~fixing and that the public is often - whether

intentionally or not - deceived.

45. A complete study has not yet been made of the abovementioned
phenomena. As pointed out elsewherez, the Commission is still studying

the methodological basis.

BC. THE COMMON AGRICULTURAL POLICY IN THE EUROPEAN COMMUNITY

I. The common agricultural policy: food policy or sectoral policy

46. The direct effects of the common agricultural policy on producer prices
of agricultural products and its indirect effects on prices to the consumer
emerge clearly from the above considerations. The committee would therefore
be well advised to make certain fundamental remarks from the point of view

of consumers concerning the Community's agricultural prices policy.

47. Articlc 39 of the EEC Trcaty stipulatcs that the objectives of the
common agricultural policy are to increase agricultural productivity in
order to ensure a fair standard of living for the agricultural community,
to stabilize markets, to assure the availability of supplies and, last but

not least, to ensure that supplies reach consumers at reasonable prices.

1 Doc. 510/77, p.209
See p. 12, footnote 1
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48, The Council and the Commission are thus responsible for implementing an
agricultural policy which is more than just a sectoral policy. Article 39
requires them to pursue a food policy which is in the interests of the Com~
munity as a whole and attains the objectives - all of equal importance -
mentioned in the Treaty. A policy which ohé&é-gidedly Bought to achieve aply
some of the objectives laid down in Article 39 would be infringing the funda-
mental principles of the common agricultural policy.

49. It is thus the responsibility of the Community, in ensuring the supply
of agricultural products, to exert a steadying influence on consumer prices.
While it is limited, in other sectors, to merely observing markets and pre-
venting distortions of competition, it possesses, in the common agricultural
policy and the organizations of the market which have been set up instruments
and powers of exerting a stabilizing influence on movements in the prices of
agricultural products. It can help farmers by supporting producer prices on
the internal market and it can also protect the internal market from being

ruined by cheap imports.

50. All this is familiar, everyday practice. But the fact that it is alse
the duty of the Commission and the Council to take measures in the interests
of consumers in the event of periods of high prices and shortages on the
internal market - encouraging imports of tomatoes and peaches from third
countries, for example - is something of which the general public is not
aware. Even though the Commission in its 1977 report on the agricultiral
gltuation in the Community1 points out that after the 1976 drought it
suspended Common Customs Tariff duties for some vegetables (cabbages, cauli-
flowers, peas, carrots, etc.) for certain periods, the opposite practice

still seems to be the prevailing one.

51. In the past - at any rate this is how it seemed to the general public -
the common agricultural policy confined itself to safeguarding farmers'
incomes and thus gave the impression of being a‘pufély sectoral policy. It
is a policy - and more will be said about this later - made for farmers and
by farmers. The European Community's agricultural policy has increased
agricultural productivity, ensured that supplies reach consumers and
stabilized markets but it has maintained a price level which the consumer is
becoming steadily less willing to tolerate and which is burdening the

Community with ever-increasing costs.

! poc. 510/77, p.71
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52. It was with these facts in mind that the European Parliament stressed,
in paragraph 9 of its resolution of 13 September 1977 on Community consumer
policyl, that 'the system of agricultural market organizations needs to be
examined and shaped more in accordance with consumer interests than
hitherto'.

53. As evidence for our proposition - which we are not the first to put
forward - that the common agricultural policy was a purely sectoral policy,

three phenomena caused by this policy may be adduced:

(a) the high level of agricultural prices in the European Community

compared to the world market;
(b) the heavy cost burden of this policy and

{c) the surpluses resulting from this policy.

II. High level of European Community agricultural prices

54. On the whole the prices of agricultural products in the Community -
compared to the international price level - are relatively high. Anrexes
IX and X show comparisons between world market and Community prices fay the
period 1968-19762. In the farm year 1975/76 butter was 320% above the
world market price, milk powder 260%, olive oil 207%, beef and veal 158%,

to quote only a few examples.
A4

55. It is not, of course, being argued that it would be either possible ‘or
desirable for the Community to try to aim at these world market prices in
the Community or even to secure its supplies on the world market. Supplies
on the world market are too small for this (in 1974 only 7.9% of world
butter production was placed on the open market, 19.1% of milk powder and
3.8% of beef and veal) and price patterns are too arbitrary and unstable:
On the other hand, it seems to your committee to be entirely proper that
the Commission should observe certain international markets more closely
from the point of view of steady supplies and pricing, in order to study
the possibilities of supplying part of the Community's needs in the long

term at favourable prices.

56. 1In this connection it seems necessary to point out that while
principles like self-sufficiency and Community preference may be pruden:

for important products like cereals and beef and veal, it is difficult to

! poc. 114/77
2 poc. 556/76, p.46 and p.199

3

El
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understand why they must be applied in the very same way to products like
tomatoes and peaches. The European consumer cannot understand why market
organization mechanisms are used to keep tomatoes from third countries out
of 1the domestic market in order to ensure that the Community producers, who
are obliged to grow most of their tomatoes in greenhouses, can sell at

prices high enough to cover their costs.

III. Cost of the European Community's agricultural policy

57: The present cost of the common agricultural policy is over sixty times
what it was twelve years ago. From 103 m u.a. in 1965 the cost of the policy
rose to 6,100 m u.a. in 1976, by which time it devoured more than 75% of

the total budget of the Community. Rates of increase at the present time

are of the order of 27.5% for 1977/76 and 18% for 1978/77. EAGGF expen-
diture for 1976 broke down as follows: 5,800 m u.a. for the Guarantee
Sertion and only 325 m u.a. for the Guidance Section. Out of the 5,800 m u.a.

fully 22% was spent on the storage of intervention goods.

Public expenditure by the Member States and the Communities in 1976
to assist agriculture was estimated by the Commission to be about
17,000 m u.a., which represents about 24% of all agricultural final

production.

58. These direct, visible subsidies are, however, only part of the overall
burden on consumers and taxpayers. To these must be added - and this is
only partially done in the Commission report1 - the indirect subsidies in
the form of national tax exemptions and concessions as well as direct

subsidies to achieve high market producer prices.

Iv. Imbalances on some agricultural markets

J
59, At first sight the balance-sheet of Community self-sufficiency in

food appears positive. Europe's farmers currently provide us with more

than two thirds of our food. The Community has become fully self-szufficient
in barley, common wheat, wine, potatoes, beef and veal and pork an4d

97-98% self-sufficient in rye, oats and butter. The Community will

probably attain complete self-sufficiency in cereals, with a production of
125 million tonnes, by the beginning of the eighties and become a net

exporter,

! In its 1977 agricultural report (Doc. 510/77, p.480) the
, Commission gives a figure of about 257m EUA for income tax relief

in the Federal Republic of Germany, whereas a document cormisesioned
by the Federal Government puts the total tax concessions enjoyed
by German farmers at about DM 2,000 m.
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60, Although since the war a third of the Community's farms have beapn dis-
solved and the number of fully commercially operated farms has been halved,
yields have increased two to three-fold thanks to land consolidation, mechani-
gation, rationalization and specialization, improvements in fertilizing tech-
niques, cultivation and breeding and, last but not least, the organizations
of the agricultural markets set up by the European Community. The amount of
labour required to produce one hectare of cereals has fallen from 100 to 10°
hours. Milk production per cow/year rose from 3,494 litres in 1966 to 3,717
litres in 1976. While the population of the Community grows by only 1% per
year, agricultural production has been increasing annually by 1.8% since 1968‘.
6l. This steady increase in production gives rise to considerable surpluses,
especially in the case of milk-powder, butter, beef and veal, sugar and

wine. On 31 March 1978 the Community's intervention storehouses were

bursting with 780,000 tonnes of milk-powder, 160,000 tonnes of butter and
320,000 tonnes of beef and veal, while for the marketing year 1977/78 the

Commission anticipates a Community sugar surplus of 3.3 million tonnes.

62. Butter mountains and milk and wine lakes would be more acceptable if

thegse surpluses were not of a chronic and structural nature. Competitjion far
gubsidies, which has replaced the principle of economic competition in agqri-
culture, poses a risk of ever-increasing surpluses. These surpluses inevitably
swell the Community's agricultural exports. Between 1973 and 1976 the Community's
foodstuff exports rose by 25,3%. Thus highly indugtrialized'ﬁurope is competing
with developing countries in their natural markets. Not a very desirable‘con-
tribution to the Community's development policy, to-be sure, but an unavoidable

side-effect of the Common Agricultural Policy if it is not suitably adjusted.

V. CONCLUSIONS

63. The abovementioned shortcomings of the agricultural policy are well
known and both consumers and farmers are concerned about them. To call for
their elimination is not to challenge the Community's agricultural policy.as
a whole. What is required is a reform which eliminates the policy's
acknowledged defects and shortcomings. Such a reform is as necessary as it
ig difficult. It requires judgment, determination and a willingness on the
part of all concerned to make concessions for the sake of a united Europe.
The Commission of the European Communities deserves the utmost support in its

efforts to bring about these reforms.

1 Doc. 510/77, p.175
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64. While it has no intention of offering any patent remedies, the
committee would like to outline in the following pages the directien it
feels the common agricultural policy should take in the future. Its
proposals concern the need for long-term guidelines, a balanced prices
policy, cutting back on unlimited marketing guarantees with regard to
surplus products, strengthening structural, regional and social policy,
the utilization of goods in intervention and finally the abolition of

monetary compensatory amounts.

65. In the Commission's viewl there are two key reasons for the imbalance

between supply and demand onh certain agricultural markets:

(a) the to some extent unlimited marketing guarantees, which induce

farmers to secure or increase their incomes by stepping up production,

(b) the relatively high price levels with their negative effects on

consumption.

popn v e m

The committee shares this view. At the same time, however, it feels

that the Commission has so far failed to make a closer study of the effects
of its price and marketing guarantees on the market. 1In the mattexr of
agricultural products there are no forward analyses of production figures
and future requirements, which would provide national and Community

decision-making bodies with long-term planning guidelines.

66. The Commission has proposed that the common agricultural prices be
increased by an average of 2% for the 1978/79 marketing year. The
increases in the previous years were 3.9% for the 1977/78 marketing year,
7.7% for 1976/77 and 9.6% for 1975/76. In its opinion on the agricultyral
price proposals for 1978/79 your committee welcomed the fact that with its
moderate prices policy the Commission had got back on the right track.

It also urged the Council to act on this policy.

Indeed the committee feels that only a moderate prices policy drawn
up on a long-term basis can maintain or restore equilibrium on the

agricultural markets.

67. A prices policy of this kind can produce the desired success only if
it is accompanied by some restriction on marketing guarantees for surplus
products and/or some tangible co-responsibility on the part of farmers.

The Commission should consider therefore whether it might not be prudent

and feasible to introduce some restriction on marketing in the milk sector,

L Doc. COM(77) 525 final, p.6
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for example, or to suspend intervention temporarily, since the wmeasures
tried so far (co-responsibility levy and non-marketing premiums) have

failed to produce the desired results.

The Council should also tighten up its quota arrangements in the sugar
sector, if it turns out that the low quotas proposed for the 1978/79
marketing year are still too high.

68. The Community's structural policy is still only in its teething

stages, as is shown by a glance at EAGGF expenditure. Of the 6,100 m u.a.
spent in 1976, 5,800 m u.a. went to support the agricultural markets, while
only 325 m u.a. went on structural measuresl. There is a danger that this
ratio will get even worse in the future with price support measures swallowing

up even larger sums of money because of growing surpluses and higher prices.

69. The European Parliament has continually stressed the link between
structural policy and a sensible regional and social policy. Furthermore,
in its opinion the Committee on Agriculture rightly pointed to the need to

bring industry into the rural areas.

Without an industrial policy it will be impossible to create alternative
jobs in rural areas, which would enable small farmers to give up their
unprofitable holdings. There is, after all, food for thought in the fact
that practically the only favourable reaction to the Community's non~-marketing
programme for the milk sector came from Germany and Denmark, where even in

rural areas alternative jobs are available in light industries.

70. Farmers and consumers in the Community cannot understand why goods
being held in intervention should be sold dirt cheap on the world markets,
Even if this were the most financially rewarding alternative from the
economic point of view, the Community should, for political reasons, dispose
of its surplus products to socially disadvantaged groups in the Member States

and in the form of food aid to the poorest developing countries.
i

71. MCAs must be abolished, if the common agricultural market is not to be
regarded as a mere abstract theory, but as a genuine political goal. Because
of the effects such an abolition will have on prices, production and :
consumption, it must be brought about gradually, as the Commission Dproposes.
At the same time it must not be used as a pretext for increasing common
agricultural prices expressed in units of account. In any case, as we have
already explained, abolition of MCAs in countries with weaker currenciestwill

mean higher producer prices and thus ultimately higher consumer prices also.

1 The discrepancy between these figures is not made any more tolerable by

the fact that up to now the Member States have been largely responsible
for structural policy and the Community funds mentioned have generally
been used for subsidies in the form of interest rebates.
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BD. CONSUMER INFORMATTON AND REPRESENTATION

72. Europe must become a perceptible reality in the everyday lives of

citizens. This was stressed at the Conference of Heads of State or Govern-

ment of the nine member countries in Paris in October 1972. With the

adoption of the preliminary programme of the European Economic Community for

a consumer protection and information policyl a first positive step was

taken along the prescribed path. The institutional framework for a consumer
information and representation policy has been set up. It now has to be broughtr
to life. This applies particularly to the common agricultural policy, which

8tI11 strikes ordinary people as an utterly bewildering maze of price

regulations.

73, The Commission, taking its stand on the basis of the abovementioned
preliminary programme, has repeatedly stated that it attaches great importance
to consumer information and representation. The Commissioner responsible has
also assured this committee that in addition to its previous purely defensive
function of protection it is determiﬂed to assume the positive and dynamic
role of promoting consumer interests. Your committee supports this new
consﬁmer policy on the part of the Commission, but regrets to have to state
that there are still enormous lacunae where consumer information and repre-

sentation or consultation are concerned.

74. In the elaboration and final adoption of the annual agricultural price
proposals by Commission and Council there is very little effective consul-
tation or representation of consumers. The price proposals are drawn up in
the Commissgion's Directorate-General for Agriculture, which has a large

and highly qualified staff of about 600 officials. The Environment and
Consumer Protection Service, which for some little time now has been consulted
on the proposals drawn up by the Directorate-General for Agriculture, has

only 10 officials altogether to deal with the extensive area covered by
consumer protection policy. For this reason it is impossible for it to have
any effective voice or play any active part in working out the agricultural

price proposals.

75. Since 1973 there has been a Consumers' Consultative Committee at the
Commission. This committee is consulted regularly by the Commission on price
proposals, Its recommendations are, however, dealt with in confidence and
noti%ied to Parliament only occasionally and in response to individual

requests.,

1 O0J No. C 92, 25.4.,1975

- 26 - PE 52,628 /fin.



76. Finally, in the Council of Ministers itself, nine national Ministers

of Agriculture decide behind closed doors what price increases European

farmers need and what burdens are to be imposed on European consumers.

77. According to Article 193 of the EEC Treaty the Economic and Social Com-
mittee consists of representatives of the various categores of economic and
social activity, in particular representatives of producers, farmers, carriers,
workers, dealers, craftsmen, professional occupations and representatives of
the general public. Although the text of the Treaty does not explicitly
mention consumers, there can be no doubt that the term 'the general public’

refers in particular to consumers.

78+ European consumer organizations have often pointed out that they were
inadequately represented on this committee. Of its 144 members only 7 were

consumer representatives until the recent renewal of the committee's
membership for the period from 19 September 1978 to 18 September 19821, when
this unsatisfactory ratio was fortunately improved. The total number of

consumer representatives rose to 12 and all Community countries except

Ireland and Luxembourg now have consumer representatives on the committee.

79. Consumer consultation, however marginal, is provided for in the
Commigsion's various advisory agricultural committees. These committees are,
however, controlled by farmers who fill half the seats and also appoint the
chairman. The other half of the seats go to representatives of industry, trade,
workers and consumers. If consumer interests are not adequately represented

on these specialist committees, it is not only because consumer representa-
tives are so few in number but also because they do not have the same expert
knowledge of the various agricultural markets as their counterparts from
agriculture. This opens up a much wider field for a policy of active pro-

motion of consumer interests.

! Council Decision of 19.9.1978, O0J No. L 273 of 29.9.1978, p.27.
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ANNEX I

VIVG ODWONODE TVERNED 9L

TABLE 1/7.11
Consumer price index
(1976 = 100)
Deutschland| Prance Italia Nederland Bc];fll:;;e/ Luxembourg lé,":;m Ireland Danmark
1 2 3 4 bJ 6 7 8 9 10

1. General index

1974 127.1 136.3 146.3 138.0 132.6 127.9 148.5 134.2 142.2

1973 134.7 152.2 171.1 151.7 149.5 141.7 4 186.4 1718

% TAV 1973/1970 6.1 8.8 113 8.7 .4 7.2 13.0 13 9.3

% TAV 1974/1973 7.0 13.7 19.1 9.8 12.7 9.5 16.0 17.0 15.3

% TAV 1975/1974 6.0. 11.7 17.0 9.9 12,7 10.8 4.2 . 9.6
3. Menufacinred products

(incl tobecco)

1974 127.7 132.9 151.3 136.2 120.2 1247 : 156.1 141.6

1973 135.2 148.2 173.0 150.0 142.7 138.0 189.5 152,6

TAV 19731970 6.2 8.2 11.6 8.4 7.4 6.7 13.6 8,
AY 1974/1973 8.7 16.0 25.6 10.7 14.0 10.1 23.0 192
AV 1973/1974 3.9 11.5 14.3 10.1 11.3 10.7 21.4 1.8

3. Services

1974 132.2 138.1 142.2 153.7 144.6 136.2 148.3 145.0

1973 140.9 156.3 170.9 173.3 166.2 133.3 182.6 163.4

% TAV 1975/1970 7.1 9.3 1.3 11.6 10.7 8.9 12.8 10.3

% TAV 1974/1973 7.3 132 142 9.1 14.3 9.8 14.1 4.8

% TAV 1973/1974 6.6 13.2 20.2 12.8 14.9 12.6 23.0 12.7
4. Foodsinffs and beverages

1974 123.4 140.1 149.2 128.5 128.2 127.9 133.6 139.4 142.8

1975 130.0 155.7 176.8 138.4 142.7 141.4 194.7 192.7 157.1

% TAV 1973/1970 5.4 9.3 12.1 6.7 7.4 7.2 14.3 14.0 33

% TAV 1914/1973 5.0 123 18.8 6.0 9.3 9.0 16.6 14,3 1’21

% TAV 1975/1974 5.3 11.1 18.5 7.7 11.3 10.6 25.1 20.9 10.0
S. Bread and comfectionery

1974 132.6 140.4 152.6 139.7 138.0 134.4 H 161.4 155.6

1975 140.6 160.5 177.0 158.7 159.3 157.5 : 197.6 176.0

% TAV 1975/1970 7.1 9.9 12,2 9.7 9.8 9.5 H 14.6 12.0

o TAV 1974/1973 9.1 14.9 25.7 13, 13.6 11.4 30.2 17.6

% TAV 1975/1974 6.0 14.3 16.0 13.6 15.6 17.2 22.4 13.1
6. Meat

1974 123.2 141.4 148.9 127.2 129.2 128.6 181.6 169.8 145.3

1973 126.7 134.2 184.4 134.0 139.3 137.0 211.2 183.9 157.8

% TAV 1975/1970 4.8 9.0 13.0 6.0 6.9 6.5 16.1 13.0 9.6

% TAV 1974/1973 1.2 7.8 1.8 9.8 5.6 7.1 12.5 0.2 6.8

9% TAV 1975/1974 2.8 9.1 5.3 7.8 6.3 7.9 8.3 8.6
7. Milk, batter, cheese

1974 122.7 138.6 143.9 130.3 121.4 124.6 128.9 150.0 144.7

1975 132.5 157.2 168.5 1444 138.5 142.2 169.2 180.7 172.0

9% TAV 1975/1970 3.8 9.3 11.0 7.6 6.7 7.3 11.1 12.6 1.5

% TAV 1974/1973 3.3 11.4 15.8 6.7 3.1 6.2 — 2.6 17.3 1.3

% TAV 1973/1974 8.0 13.4 17.1 10.8 14.1 1_4.1 31.3 20.5 18.9
8. Fruit gnd vegetables

1974 134.2 144.5 153.8 124.4 112.0 119.2 179.9 167.1 139.0

1973 152.0 172.7 180.6 142.4 131.6 138.8 247.2 225.3 162.2

% TAV 1975/1970 8.7 11.7 12,6 7.3 5.6 6.8 19.8 17.6 10.2

% TAV 1974/1973 2.4 13.8 19.6 10.1 3.9 2.8 19.9 3.8 7.6

9% TAV 1975/1974 13.3 19.5 18.0 14.5 17.5 16.4 37.4 34.8 16.7
Sonrce : Burostat.
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ANNEX II

TABLE 1/7.6
Indices of producer prices; general index, crops and livestock (excluding VAT) '
(1970 = 100)
Deutschland France talis Nederland Belgiquoe/Belgi¥
Year Live- Live- Live- Live. Live-

Total | Crop Total | Crop k | Total | Crop tock | Total | Crop Total | Crop +
index |products P::zf:ﬁ index |products p::?i:cts index |products prsoducu index |p ts stgck“ index | products p:oge(cu

1 2 3 4 3 6 7 8 9 10 11 12 13 14 13 16

A —Annsal indices
(including fruit

and vegetsbics)

1968 102.1 1005 1027/ 893  89.7  89.1 : : : 97.8 931  100.2 : : :
1972 1144 1164 1137 1184 1139 121.9] 1158 1144 1182 1114 1084 1129] 11L7 1146 110.2
1973 121.6 117.5 123.1] 132.6 130.8 134.0{ 1446 1352.0 132.5} 1238 1197 125.8] 1269 12435 1282
1974 117.6 1151 118.6] 137.9 143.2 133.6| 1708 1843 1488 1165 1166 116.5| 1255 1381 119.1

1973 133.2 1407 130.6] 1495 150.6 148.6 192.0 1973 183.3| 131.1 136.1 128.6; 142.2 1557 1333
1976 (estimated)| 148. 172.0 140.0] 168.0 178.0 160.0{ 223.1 225.0 220.0{ 130.0 170.0 140.0/ 157.4 1830 1450

Annual rate

of change

19751 3.9 49 + 350+ 76 + 7.7 + 1.6 : : : + 43 + 56 + 3.6 : : :

133;513% i 6.3 I 0.9 + 8.3|4 120 4 148 + 9.9+ 249 + 329 + 12,1 4 11,1 4 104 + 11.4]+ 13.6 + 8.6 + 163

1974/1973 — 33 — 21 — 37+ 40 + 9.5 — 034 181 + 213 + 123|— 50 — 26 — 74[— 1.1 4+ 109 — 7.1

1975/1974 4+ 133 4 222 + 101} 4+ 84 4+ 352 + 11.27 4 124 + 7.1 + 23.3| 4+ 129 4+ 167 + 10.4| 4+ 133 + 12.7 + 13.6

1976/1975 + 114 4 222 4+ 7.2+ 124 + 182 + 77|+ 16.2 + 14.0 + 19.9| 4 144 + 249 4 894 107 + 188 + 7.2
B —Quarterly indices

aot including

fruit and

vegetables)

st quarter 1975 | 112.7 1166 113.3] 1414 1361 1447, 1811 190.7 IT0S| 1229 145 1228/ 1236 | 124.9

zfxdq:umenws 1165 111.6 1180| 1453 1434 146.4 180.5 181. 179.5] 125.7 1350 1259 1;33 1 t 131.7

3rd quaster 1975 130.7  125.5 132.3] 1449 141.2 147.2 184.4 185 183.6; 127.0 12085 129.0| 133 1389 1331

4th quarter 1975 140.4 1384 141.0 153.8 147.8 137.5 197.8 196.5 1992 142.0 154.7 138.1 142, 144.7 142.0

rter 1976 149.6 168.4 143.9 160.5 158.3 161.7] 216.9 219.3 214.3 150.4 178.2 141.6 156.0 173.3 151.6

.‘llzltdq::ltt:r ?976 142.9 176.4 138.0 169.0 186.0 158.5 227.0 233.0 2210 145.9 174.9 136.9 156.8 2635.7 144.2

3rd quarter 1976

4th quarter 1976

Luxembourg United Kingdom Ireland Danmark
Yesr Total Crop SL,'J& Total Crop :':::k Total Crop }g:k Total Crop fg:k

index products | products | index products | produces | index products | products | index products products

17 18 19 20 21 22 23 24 25 26 27 28

A —Annsal indices

(including fruit

and vegetables)

1968 96.9 94.6 97.7 92.4 90.9 93.1 92.5 96.8 91.6 85.8 88.8 84.9

1972 115.0 117.6 114.0 114.4 111.2 115.9 126.3 110.6 129.4 112.9 116,7 111.8

1973 125.8 125.9 125.8 147.0 144.8 148.0 162.6 152.0 164.7 145.8 138.6 148.0

1974 126.6 135.2 123.4 165.7 175.6 161.2 163.5 173.5 161.5 147.8 150.0 147.1

1975 142.1 168.3 132.5 205.0 222.8 196.8 206.8 218.7 205.0 161.1 161.2 161.1

1976 (estimated) 159.8 214.0 140.0 266.2 350.0 228.0 253.4 270.0 250.0 178.8 185.0 177.0

Anausl rate

of change

1975/1968 + 5.6 + 8.6 + 4.5 + 12.1 + 13,7 + 11.3 + 12.2 + 12.1 + 12.2 + 94 + 8.9 + 9.6

1973/1972 + 94 + 7.1 + 104 + 28.3 + 30.2 + 27.7 + 28.7 + 374 + 27.3 + 29.1 + 18,8 + 324

1974/1973 + 06 + 74 — 19 + 12,7 + 21.3 + 89 + 0.6 + 141 — 2.0 + 14 + 82 — 06

1975/1974 + 12.2 + 24.5 4+ 74| + 237 + 26.9 + 22.1 + 26.3 + 243 + 26.9 + 9.0 + 75 + 95

1976/1975 4+ 123 4+ 270 + 57| + 299 4+ 571 4+ U9 4+ 225 4252 4+ 220 4+ 110 + 140 4+ 99
B — Quarterly indices

(not including

fruit and

vegetables)

1st quarter 1975 127.0 129.2 126.4 185.7 170.6 190.5 193.5 177.8 198.3 154.0 152.4 154.4

2nd quarter 1975 131.6 129.2 132.4 192.2 194.7 191.4 200.7 187.0 202.9 157.8 155.7 168.4

3rd quarter 1975 133.6 137.7 132.4 200.8 218.6 192.7 203.9 225.2 200.6 160.7 160.4 160.8

4th quarter 1975 142.6 151. 139.8 226.8 261.5 213.7 227.7 231.1 227.2 170.7 168.1 171.4

1st quarter 1976 145.9 151.7 144.1 237.4 359.6 224.5 246.7 254.8 2435.4 178.7 178.4 178.9

2nd quarter 1976 144.5 151.7 1423 266.4 387.6 227.4 258.8 273.2 256.6 181.9 190.7 179.7

3rd quarter 1976
4th quarter 1976

Sowrce : Eurostat.
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ANNEX III

TABLE 1/7.9

807

' Annual rate of change (9 TAV) of () prices for foodstuffs and beverages
. and of (b) producer prices of agricultural products

(4]
[ ]
5
in
=
&
¢, TAY % TAYV for each month of 1977 compared with the corresponding month of 1576 "
[o]
Q
Maember State )
1976
et Wyl r o fm v v vt fva|vim|x|x |x |xn £
: o
. 2 3 4 s 6 7 8 9 10 | u |12 [ 1| 4| 15| 6 3
-
d 4 54 3.4 48 4 40 40 40 43
Deutschlan 81 & 33 a1 on 2 %0 _80 _18 -%
" @] 95 12 107 | 12 14 116 126 138
France S % ‘5o 142 | 12 127 ss 60 83 a4 .
fuatia @| 130 183 13| 233 2s 24 192 188
M) | 149 124 196 | 27 193 130 99 113 137
redes 72 11 96 88 82 71 62 15 83
Nedesland W1 &2 137 138 |—08 —33 —176 ~70 — 46 - 16
iqueBelgic  (2) | 82 14 123 98 100 77 41 33 17
Belgique Belgit  {a) | 82 1Y 131 |— 06 —'30 — €1 —85 —52 34
83 105 176 91 &7 &3 68 €3 16
Lurembourg f;; 78 122 104 | 111 99 83 1 92 13
* ingdom (a) 13.1 25.1 19.4 216 20.1 20.4 20.1 106 2.3
United Kingdom @) | 330 283 304 | 175 i1 61 12 - 13 124
land s 14.5 20.9 16.8 H 17.% < H 15.1 .
frelan B0 183 267 281 | s60 248 35 24 246 240
Uisamark @! 97 100 11| 169 158 16 120 129 137 !
- (b | 104 90 128 €2 30 28 28 38 64

e Fyromas,

- -
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TABLE 1/7.12

ANNEX IV

Comparison between the movement (% TAV) of consumer prices (1973 and 1976),
pmducer prices (1973 and 1976) aud common agricultural prices (1973/74 and 1976/77) in the EC

Deutschland France Italia Nederland I elgique/Belgis
Com- Com- Com. Com- .
Product Con- Pro- mo!: Con- Pro-. mon Con- Pro- mon Con. Pro- n?; Con- Pro- %)Dnr:
sumer | ducer | agri- | sumer | ducer | 2uri- | sumer | ducer | agri- | sumer | ducer | agri- | sumer | ducet s
pri- pri- |cultural | pri- pri- |cultural | pri- pri- |cultural | pri- pri- {cultural | pri- pri-  |cultural
ces1d § ces? pri- [ces13 | ces? pri- | ces? ces ? ori- | ces1d | ces? pri- | cest3 | ces? pri-
ces 29 ces 3 ces 23 ces 33 ces 33
1 2 3 4 3 [ 7 8 9 10 1 12 13 14 13 16
1. Bread 7.2 13.7 16.6 12,5 14.2
Common wheat 78 79 114 103 194 244 55 1.5 8.4 9.3
2, Sugar 8.1 15.1 23.2 9.3 14.2
Sugarbeet 93 94 112 117 318 258 50 9.0 04 107
3. Whole mitk 6.6 11.8 244 9.0 8.2
Milk 8.1 7.7 9.5 100 232 238 7.1 7.2 8.9 9.0
4. Beef and veal 4.2 8.6 18.6 4.2 9.9
Beef (excluding
weal): 3.6 94 50 118 189 259 44 90 46 108
5. Pigmeat 4.4 7.7 17.8 45 7.7
Pigmeat 19 8.2 39 105 19.1 254 05 96 1.8 9.5
®&. "Ware potatoes 263 32,5 39.0 36.5 29.0
‘Ware potatoes 40.6 —_ 44.6 —_ 48.9 _ 420 — 489 —
7. Egas 14 79 155 23 6.6
Eggs 0.5 7.3 7.3 9.8 13,1 246 —06 89 0.2 8.8
- Luzembourg United Kingdom Irelaad Daamark EUR 9
1
Com- Com- Com- Com- Com-
Con- Pro- mon Con- Pro- mon Con- Pro- mon Con- Pro- mon Con- Pio- mon
sumer | ducer | agri- | sumer | ducer | agri- | sumer | ducer | agri- | sumer | ducer | agri- | sumer | ducer | azn-
- pri- pri- {cultural | pri- pri-  feultural | pri- pri- culearal | opri- pri-  leuitural ' prie pri- Jeuttu al
ccs? | ces? pri- | ces1® | cesd pri- fces?® | ceg? pri- lces3® | ces3d pri- | ces?® | ces? Fo-
ces 33 ces 3 ces 33 ces2? ces?
17 18 19 20 21 22 23 24 23 26 27 28 29 30 31
i. Bread 19.1 11.8 115 ki
Common wheat 9.1 93 140 177 120 191 94 9.8 139 2.8
2. Sugar 34.5 16.4
Sugarbect 10.7 247 288 339 263 107 112 166 11,2
3. Whole milk 16.5 127 10.0
Milk 64 90 231 174 198 187 95 95 134 93
4. Beef and veal 15.3 12.2 8.6
Beef (uxcluding
veal) 22 108 137 246 15.9  26.0 60 113 95 1153
5. Pigmeat 15.6 166 141
Pigieat 39 95 168  isn 181 225 * 83 118 6.3 10.0
6. Ware podiows 720 384 226
Ware potatocs 560 — 1010 — 45.2 — 273 — 371 —
7. Eges 9.3 122 5.2
Egus —24 88 7.7 172 158 217 38 9.3 59 923

1 1976 compared with 1973
31976 77 comrated with 1970 74,
$ Calculated from the jr..es (1 the national currency.
Sowrce: Eurostat; and tor the common agricultural prices, the EC Commission, Ditectorate-General for Agriculeure.
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ANNEX V

TABLE 15¥ B
‘quﬂpkuhdun-ln-ﬂedfmmﬂ-hm—h-wylm
Price differences between sales points
; Germany Denmark France Ttaly United Kingdom
Clam R ! Number of cases Number of cases Number of cases Number of cases Number of cages
| i i
" Perclass | Cumulative : Perciam | Cumulstive | Porclass | Cumulative | Per class l Cumulative | Porclass | Cumulative
| ! }
—_ . ; —_
1 > 1007, 'l 5 5 ! 1 1 1 1 1 1 0 0
2 | > 8% 4 9 | 9 10 0 1 2 3 1 1
3 > 40% 17 26 | 18 28 14 15 16 19 19 20
4 » 0% 24 50 | 27 55 19 34 24 43 101 121
5 > 0% 0 50 ! 2 57 1 35 0 43 23 144
6 0% 1 51 l 0 57 0 35 1 44 10 154
- 32 -
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ANNEX VI

TABLE 14
The three degress of price differsnce: normal case, divergent case and wmiform case
Normal Unif
betwesn 105wt d0% | 0o R0 > o oo e <
Country Total cases
I:;_:::;b:: % of total r:"-’::: %, of total Et!l:bs:: % of total
: —
Germany 51 24 47.1 26 51.0 1 20
Denmark 57 27 474 28 49.1 2 35
France 35 19 54.3 15 429 1 2.9
Italy 4 24 54.6 19 432 1 23
United Kingdom 154 101 65.6 20 13.0 33 21.4
Community 341 195 57.2 108 31.7 38 11.1
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ANNEX VII

Prices obtained by agriculture
as a percentage of consumer expenditure on food of domestic origin

in the Federal Republic of Germany

PE 52.628/Ann.VII /fin.

Crops and
animal
products
Crops Animal products combined
= = Lo}
] (o] [0}
n © - Le] g & u
[=3 ~ P = 0N S~ o] [ ] + w0 +
- DOn|0 & [} :‘.m,g n T O U Ul M - Q -~ W0
© HlH E o o =1 g 3| ~ = S0
w0 =] P yiIi”gw O L [ n ~ g -4 n - 4 Q - =
oM Sjn o @ |4 Q@O0 Ke] + ,g 2 0O -0 E ¥ ® u L H Q
Farm year U Y|ly o U o0 [} ! n o HoYy N 0 n g P Y] ©
T & 0|0 O Q2 PR < = o O - o o 3 o - O oo oy
g .Q 4 U n oo Q - - O 4] n L ﬁ"g o a3 [*Jl )] (=]}
[J] A o 9] [ EESIN ) o [ Q ~ O P 3] [ B - O -~
H T EA I =] [ ¥ 0.0 (] s+ — [V e I ] 9] o] Lo -1 T o
m £ [o 2] o [ ¥ I o N =3 R ] - ES0] M - N ] [= Y
[} ~ s =4 m N [ 1=] 4 - ™ El - - - g —
7] [ DN (=] - < (O3 =] 0T
< o Q H G gl = X @ c e
=] > [= ()] -~
w o
1965/66 17.9 {71.4 | 38.2[29.5 |[32.4 |52.0 |42.2 | 32.3 53.4 |62.6 ] 86.9 ]| 58.2 51.5| 51.0
1966/67 17.4 l66.1 39.1{ 28.9 [ 30.4 |50.9 | 40.6 | 31.9 51.8 |62.9| 85.8] 57.1 50.9 | 50.2
1967/68 15.1 {62.0 | 40.7| 26.8 |29.1 [43.6 | 36.8 | 29.6 50.1 |66.5| 86.9 | 57.2 50.7 | 49.7
1968/69 15.3 |s8.1 38.4| 26.8 {33.7 |43.7 |36.0 ] 29.1 54.6 |70.3]85.3| 61.1 54.3| 53.0
1969/70 14.6 {66.0 | 41.6| 28.5 {31.1 [34.8 {33.2{29.9 53.3 |68.2 | 85.5| 59.3 53.1| 51.6
1970/71 12.7 162.0 | 35.4/23.8 |27.4 |37.9 |32.8]26.2 48.3 |65.3]85.1 [ 55.1 | 48.6| 47.5
1970/71 15.8 [62.6 35.0{ 26.6 [27.6 [37.9 [32.8 | 28.3 47.2 |56.8 | 84.4|51.9| 47.0/| 46.0
1971/72 15.0 |[58.2 33.9/24.3 |30.0 |40.0 |35.2 | 27.2 49.6 [57.9 | 87.6 | 54.2 | 48.4| 47.5
1972/73 14.0 |56.3 33.6/24.3 {29.8 |55.2 |40.8 | 27.9 51.6 {57.3|85.2| 55.3 | 49.0{ 48.6
1973/74 14.0 {60.6 33.1]24.7 |31.7 |44.1 [38.3 | 28.4 49.2 Is5.8|85.2|53.2 ] 47.8| 47.2
1974/75 13.4 pBl.4 | 35.0/21.9 [29.2 |48.7 [38.1 | 25.2 48.3 158.2 | 84.9( 53.0 | 46.3{ 45.9
1975/76 14.5 [57.6 38.0{25.8 l35.8 {41.3 |39.0 | 28.4 51.4 [62.1 |85.0| 56.1 | 49.5| 48.9
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ANNEX VIII

GENERAL ECONOMIC DATA 203

TABLE 1/7.10

Expenditure on consumption of foodstuffs and beverages (a) and tobacco (b)
as a %, of expenditure 3 on final consumption by households in 1974 (at cuzrent prices)

! 1974 — 9%
Member State i R .
[ ) (b
Deutschland 20.4 1.5
France 24,7 1.2
Italia \ 35.0 23
Nederland : 23.9 25
Belgique/Belgie 23.4 1.9
Luxembourg : 242+ 1.6*
United Kingdom E 26.7 43
Ireland ' 38.7 % 54 %
Danmark ; 20.81 9.12
EUR 9 25.1 2.3

! Foodstuffs.
2 Beverages and tobacco.
1 Within the economic territory.

Sowrce : Burostat, National zccounts.
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ANNEX IX

46 COMMON MARKET IN AGRICULYURR

Comparison between world prices and Commuaity prices

World prices = 100

%
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TABLE 1/7.8

Prices of cettain agricultural products in the EC and on the world matket

!

World market

i
f

. . EC ‘Entry price’ . N
N 1. yvear 1ce tn

Products Marketing vea UCA/100 kg e X/’IOO ks ‘ %

1 . 2 3 4 5

Common wheat ! 1968/69 10.95 5.61 195
I 1972/73 11.74 7.67 153

L 1973/74 11.86 14.94 79

1974/75 12.99 12.11 107

1975/76 14.40 11.61 124

Dugum wheat 1968/69 16.38 7.67 214
1972/73 17.38 9.61 181

1973/74 26.46 22.73 116

1974/75 24,29 20,16 120

1975/76 23.77 16.38 145

Husked rice 1968/69 19.04 £13.79 138
1972/73 21.31 18.58 115

1973/74 21.47 35.49 60

1974/75 23.82 29.52 81

1975/76 26.89 19.65 137

Barley 1968/69 9.54 4.85 197
1972/73 10.57 7.70 137

1973/74 10.68 1112 96

1974/75 11.82 11.08 107

1975/76 13.16 11.26 117

Maize 1968/69 9.59 5.39 178
1972/75 10.32 7.24 143

1973/74 10.43 10.68 98

1974/75 11,52 10.90 106

1975/76 13.10 10.25 128

White sugar 1968/69 22.35 6.29 355
1972/73 24.55 19.30 127

1973/74 24.80 37.52 66

1974/75 27.53 66.60 41

1975/76 32.05 2947 109

Beef and veal 1968/69 68.00 40.24 169
(live bovine animals) 1972/73 76.63 68.26 112
1973/74 85.23 7151 110

1974/75 95.51 58.79 162

1975/76 110.35 69.81 158

Pigrgeat 1968 73.95 55.01 134
1972 77.46 52.69 147

1973 85.82 65.59 131

1974 95.64 88.07 109

1975 105.28 93.57 113

Egas 1968 63.19 46.00 137
1972 65.25 41,00 159

1973 63.27 57.00 111

1974 73.82 45.00 164

1975 83.81 : :

Butter 1968/69 190.93 37.90 504
1972/73 201.15 80.82 249

1973/74 192.33 60.08 320

1974/75 195.69 61.84 316

1975/76 218.53 68.23 320

Skimmed-milk powder 1968/69 50.98 13.98 365
(Spray) 1972/73 67.00 46.25 145
1973/74 77.59 49.72 156

1974/75 94.28 67.70 139

1975/76 101.90 38.2§ 266

Olive oil 1968/69 115.25 66.79 173
1972/73 124.70 99.76 125

1973/74 137.17 142,52 96

1974/75 144.03 127.88 113

1975/76 185.00 895712 207

Oilseeds 1968/69 20.97 1034 203
1972/73 21.72 16.58 131

1973/74 2196 28.60 77

1974/75 24.19 30.37 80

- 1975/76 27.22 21.42 127

1 EC ‘entry price’ as 9% of world market price.

3 @ 8 months.

Somrce: BC Commission, Directorste-General for Agriculture.
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OPINION OF THE COMMITTEE ON AGRICULTURE

Draftsman: Mr H.-J. HOFFMANN

On 31 March 1977 the Committee on Agriculture appointed Mr HOFFMANN

draftsman.

It considered the draft opinion at its meetings of 18-19 May and
25-26 May 1978 and adopted it by 10 votes to nil with 8 abstentions
at its meeting of 19-20 September 1978.

Present: Mr Liogier, vice-chairman and acting chairman; Mr Ligios,
vice-chairman; Mr Hoffmann, draftsman; Mr Brégégére, Mr Caillavet,
Mr Cifarelli, Mrs Dunwoody, Mr Durand, Mr Frih, Mr Halvgaard, Mr Joxe,
Mr Klinker, Mr L'Estrange, Mr W. Mlller, Mr Pisoni, Mr Scott-Hopkins,
Mr Tolman and Mr Vitale.
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The Committee of Agriculture welcomes the own~initiative report and
considers it a major contribution to the agricultural price debate.

The various points made in the report call for the following remarks:

1. By comparison with world market prices, farm prices in the European
Community have reached an extraordinarily high level. Thus in 1976/77 the
prices (EUA 100 kg) of agricultural products on the Community and world

markets respectively were:

common wheat - 15.70 and 7.68

white sugar - 34.87 and 19.85

beef and veal - 118.74 and 61.83

pigmeat ~ 109.41 and 87.64

butter - 241.74 and 60. 32

skimmed milk powder - 106.35 and 18.63

(Source: Eurostat - Agricultural Statistics Yearbook 1977)

This high price level must be seen in the context of the generally high
level of incomes in the Community in world market terms. Moreover, the
disparity in agricultural prices between the Community and the world market
has tended to aggravate surpluses in the former as these can be dispased of

outside the Community only at great expense.

The advantages of the common agricultural policy in general and of the
price policy in particular lie in secure food supplies, the guarantee of
reasonable and relatively stable food price levels, in the both qualitatively
and qguantitatively outstanding range of agricultural, including processed;
products available and, finally, in a relatively well-implémented transfer

of jobs out of the agricultural sector into the manufacturing and services
industries - albeit only in the more industrialized regions.

2. Disadvantages have arisen over an extended period of time in the

following areas, with varying causes that merit closer consideration:

- the level of consumer prices is very high in the EEC, especially when a

comparison is made between low wage and pension incomes and food prices;

- the common agricultural market consistently produces large surpluses

in important ranges of agricultural products;

~ the cost of transporting, storing, selling, distributing, denaturing ox

destroying these surplus products is very high and is unevenly sheared;

- there are gross regional disparities in incomes, job security and job

quality in agriculture;
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- the proportion of exports to imports of agricultural and manufactured
products between the European Community and countries with a low level
of industrial development raises problems that have serious repercussions
on the development prospects of these third countries, but alsc on the
southern regions of the Community and on consumer price trends throughout

the Community.

3. The causes of these long-term trends are many and various. single-
factor explanations based on the income situation of the farmer or on the
Community's farm price policy are mostly inadequate. In any attempt to
pinpoint the factors that have curtailed the Community's room for manpeuvre
in agricultural policy, account must be taken of the general economic
development of the Community, the incapacity of the European government.s

to create economic and monetary union and, above all, the various fagtors

operating on decision-making at national level.

This lies beyond the scope of the present opinion, which will

accordingly be restricted to working hypotheses.

4. The following extract from the Commission's 1977 report on the
agricultural situation in the Community (pp. 184-185) illustrates the

relationship between producer prices and wages and prices of intermediate

consumption.
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TABLE 1/7.3

Indices of agricultural wages, inp;n prices and agricultural producer prices

(Base 1470 o 100)

Deutschland France Italia Nedecland Belpique/Neigik
Price of Price of Price of Price of Prive ul
Yest inter- | Agricul- mter- JAgricul inter-  JAgricul- nter- | Apricut. wir | Aerkeul.
Farm |mediste | tural Fatm [mcdiate | tural Parm |mediate | tural Parm {mediste | tura! PFarm {medvie | 1val
wages con-  {producer] wages con-  tproducer] wages con- jproducer] wages | con- Iproducer| wages | com |t er
sump- prices ? suinp- ptices sump- pxicn sump- ptiul purny: }res
tion 3 tion tion tion tion
1 2 3 4 b 6 7 8 9 10 1 12 13 14 1 ‘16
¢ ——tey
A ~— Annsdl indices f r £ ¢ '
1948 84.1 98.9 102.1 76.0 H 89.3 76.7 1 t 8.3 98.1 97.8] 6.3 i 1
1973 1331 1226  121.6| 1417 : 132.6 | 1664 1233 144.6 | 138.4 1222 1238) 1434 N6 120.4
1974 1324 1307 117.6] 1743 : 139.1 | 2029 166.0 1708 | 182.8 130.0  116.5{ 1703 12w s 1%
1973 1643  137.6 13321 212.6 : 15,6 | 2646 185.0 192.0 | 229.7 1301  131.3] 2063 1M i a2
1976 181.2 148.1 149.01 246.6 H 173.1 331.0 2237 229.7 2352.6 1429 148.11 237.2 1924 14
1917 ¢ 195.5 1510 143.0 3 179.0 : 238.0 25%8.0 : 132.0 142.0 ] 160.0 i90.¢
Annual rate
of change %
1976/1968 10.1 3.2 48] 159 H 8.6 2014 : H 13.2 48 331 138 : '
1974/1973 14.3 66 ~ 3 23.0 H 4.9 21.9 34.4 18.1 13.4 64 =~ 59 239 98 .. 1 4
1973/1974 1.8 3.3 133 22,0 : 9.0 30.4 114 12.4 235.7 0.1 127 n.0 4.6 132
1976/197% 10.3 7.6 11.9 16.0 H 14.2 23.1 21.0 19.6 10.0 98 12.8 15.0 139 21
1912/1976 ¢ 1.9 20 -~ 4.0 H H 3.4 H 153 12.3 64 -~ 4 3.1 0.4
B — Quaricrly indices
i3t quarter 1976 : 144.9 1489 H H 160.3 : 2300.2 216.9 t 133.1 151.3 1434 (318
2ad quatter 1976 H 149.2 146.4 H H 169.1 219.8 224.0 H 140.7 130.1 . 1478 3T R ]
Sl quartee 1976 ! 149.1 146.2 H H 168.7 : 229.1 226.7 H 1471 143.6 H 136.1 1419
4th quagier 1976 H 148.8 146.5 ] s 177.% 243.6 2434 : 148.2 146.0 : 1%8.4 131.6
it quarter 1977 : 131.7 145.1 H H 179.3 : 253.% 236.6 H : 143.3 ' 160.8 132.%
2ad quatter 1977 : 134.3 140.3 : 181.9 : 259.0 250.1 H : 143.4 : 162.4 iNe
Sed quaster 1977 H 149.8 1} 1 H H H :
h Quater 1977 H H : H H :
Luxembourg Usited Kingdom Ireland Deamark EUA 9
=
Price of Price of Price of Price of Price of
intec- | Agticul. inter-  JAgricul. inter- | Agticul. inter- |Agticul. nter- | Ausicwd.
Parm |mediste | tural | Farm |{mediate| tural | Parm [mediate { tural | Farm !mediste | tural | Parm jmediate | tural
wages con- |producer} wages | con. ducer| wages con- |producer| wages | con- |producer] wages | con-  [producee
sump- | prices sump- pn'm sump- | prices sump- | prices sump- | peeces
tioa tion tion tioa tion
17 18 19 20 n 1 FL) 24 23 26 7 28 9 30 n
A — Anasal indices F] £ 1 [ 4
1968 : : 99| €94 902 924 | 738 920 923 : ' (3N} x 9.3
1973 H 120.3 129.8] 149.3 1306 147.1 152.2 141.7 162.6 H 140.% 143.8 : X 1999
1974 H 137.6 126.6| 187.3 1938 1637 187.4 198.7 163.3 t 167.9 147.6 H X 144.3
1973 : 130.9 142.0] 233.0 216.0 2059 | 225.4 2339 207.1 : 1718.2 1609 : 3 108.9
1976 : 166.4 1%6.8| 2757 2398 2683 274.1 265.3 H 1914 181.% H x i”.l
9771 ¢ 163.0 154.0 302.0 276.0 3330 3110 t 208.0 193.0 X 2900
Aanusl rate
of change %
I916/I96. : 62] 141 126 4.6 4.1 t ' 9.8 1 9.3 04
1974/1973 14.4 0.6 23.3 28.7 12.6 23.1 40.2 0.6 H 19.7 1.3 : 0.4 6é
1973/1974 9.7 12.2] 244 113 243 20.3 17.7 26.7 : 6.1 9.0 ! 9.0 13.7
1976/197% 10.3 10.4 18.% 20.3 30.4 17.2 28.1 H 7.4 128 H 5.0 1.1
1972/1976 * - 08 - 18 16 2 2.8 21. 10 ! [ %] 6.3 t 1.3 .9
B — Qosrterly ndices
ist quarter 1976 : 138.2 1462 2335 2602 f 239.3 246.7 [l lls.o t78.9 i 1 "4:
Ind qustier 1976] 1613 1447 1 2104 2636 t 269.6  260.3 ) 192. 182.1 3 t 190,
Sed guarter 1976( 166.0  143.7 : 268,35 2%8.1 : 277.0  264.4 3 190. z 177.8 : . 187.3
4th quaiter 1976 ¢ 1666 1971 2838 2889 t 2901  292.0 1 1946 1833 3 : 8.2
st qusrter 1977 : 164.2  160.4 i 2979 2900 : 3207 3073 : 2013 1849 : : 201 4
20d quarter 1977 1637 1382} 306.6 2733 : 1349 3136 t 2112 1900 3 : e
3rd quattee 1977 H : H H H :
4th quance 1977 H ! 1 t :
$ Index of the price of goods and services of current agricultural consumption
* Annusl index includes fruit and vegetables, quarterly index excludes fruit and vegstsbles.
Sowrce: Futustat.
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The faster rise in wages is offset by the growth in labour productivity,
which, between 1970 and 1974, rose 45% in Germany, 61% in France and 52% in

Belgium. (Source: The agricultural situation in the Community - 1977, p. 47)

5. Consumer prices have also risen continuously in the food sector over
recent years. This has been a contributory factor in the overall
inflationary trend. Conversely general inflation has also been one of

the factors influencing the agricultural sector.

No detailed analysis of inflationary trends and factors can be made
here. The complexity of the problems may be illustrated by the following
observations. The rate of increase in the price of foodstuffs and beverages
was generally slower than the rise in the general index during the years
(1973-75) of generally severe inflation. After the meteorological disasters
of 1976 (drought in the north, floods in the south) the food price index

rose more sharply than the general index.

6. 1In one case it is clear - although quantification is difficult - that
responsibility for higher costs lies with producers themselves, and this

is in the occasionally serious over-mechanisation of medium and smaller
farms. The cooperative use of equipment and community organization

structures could make a sensible contribution here.

By contrast, others - mostly the smallest farms - are working on a
minimal technical level, resulting in low productivity with labour account-

ing for a high percentage share of costs, making the products uncompetitive.

This problem cannot be overcome with the system of guaranteed prices
because, on the one hand, these only just keep labour-intensive producers
in existence, while, on the other, they give capital-intensive producers

increasing accumulation-factor and investment advantages.

7. It is hardly to be expected that the structural problem of the sharp

differences between labour-intensive and capital-intensive producers can

be changed by a global farm price policy. A few figures will show the
need for change:
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Table 2 Percentage of total labour force engaged in agriculture
(BEurostat 1976)

GB 2.8%
Belgium 3.6%
NL 6.4%
Lux 6.6%
FRD 7.2%
Denmark 9.3%
F 11.3%
Italy 16.2%
Ireland 22.9%

(EC - average 8.7%)

The countries with serious and steadily worsening problems are France,
Italy and Ireland. The connection with general unemployment and the low
incomes of small farmers in these countries (varying according to the

circumstances of particularly hard-hit regions) emphasizes two needs:

(a) the common agricultural policy must be supplemented by direct income

transfers to the mountainous and less-favoured regions;

{(b) 1little success can Dbe expected from an agricultural policy not
rooted in an overall concept of regional, structural and industrial

policy.

8. For the above-mentioned reasons, and because of widely differing
conditions of production caused by climate, geography, soil quality and
previous exploitation of natural resources, there are marked differences

in actual agricultural incomes.

9. Only limited conclusions can be drawn from national agriculturaf
income statistics because of variations in taxation by comparison with

other income groups.

For example, in the Federal Republic of Germany there are wide
variations in the assessment of incomes by the tax authorities:
- income from non-self-employed work, 81%
- income from self-employed work, 34.7%

- income from agricultural work, 15.7%

At low income levels, the state social security transfer paymerts
(which vary widely from country to country) play a more important role

than the annual producer price increases.
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Comparisons with national transfer payments and farm subsidies are
extremely complicated. See points 319 ff. of the 1977 report on the
agricultural situation in the Community.

10. Overall, it is the national factors which are predominant in the

development of agricultural incomes in the EC.

(a) Rates of increase in agricultural GNP (adjusted for inflation),
1970-1976

- in GB annual average, 4.4%

~ in France, 2.5%
in Ireland, 2.2%

In the other EC States: between 3 and 4%

(b) Development of real incomes in agriculture

Average 1970-1976

- Ireland : - 0.6%

- GB :+ +10.7%
Relatively high rates of growth were recorded in Italy, Belgium and the
Federal Republic of Germany, relatively low rates in France, Luxembourg,

Denmark and the Netherlands.

(c) Effect of a 5% increase in producer prices or in productivity
on agricultural incomes:

GB : + 11%
FRG s + 10%
France : + 8%
Italy : + 7%

with a poor showing being made by those farms where the share of
equipment and material costs in the end product is small and the income
level low.
(d) The reverse effect would be achieved by a hypothetical increase

in production costs. Given the same rate of increase, farms with

high agricultural production equipment costs would be harder hit.

Taking national averages, an increase in production costs in Britain
and Belgium would mean an unfavourable effect on agricultural incomes. The
effect in the Federal Republic of Germany, in the Netherlands and in Denmark

would be proportionate. The effect in France, Italy and Ireland would be
less than proportionate.
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11, If we now compare the relation between farm incomes and industrial wages,
it becomes clear that inocrease in farm prices have completely different
gglitical effects in Britain than in southern France or southern Italy. While
in Britain there has been a shift in income ratios to the detriment of wages

in industry, agricultural incomes in the Mediterranean regions are consgiderably

below industrial wages.

12. Actual producer prices are influenced by many factors, such as guality
of the product, marketing organization, supply and demand factors, length of
the wholesale and processing stages, distance from profitable markets,

export/import conditions and monetary fluctuations ... Some of these factors

will now be considered.

13. Working hypothesis on the effect of highly concentrated demand for

agricultural products

(a) Normally, demand monopolies or oligopolies depress actual prices.
The more differentiated and unorganized the supply side is, the lower

the price level.

(b) In principle, this also holds for some agricultural markets. The

effects can, however, vary:

- prices advantageous to the buyer could lead to favourable consumer
end-prices. It is a matter for investigation whether these price

advantages are customarily passed on to the consumer;

- favourable cost prices are not passed on to the consumer by processors

and dealers and therefore do not lower the high level of conasumer

prices;

- depressed producer prices are not adequate for guaranteeing an
appropriate standard of living for farmers. This gives rise to the
demand for the introduction of a European minimum price guarantee or
for a corresponding increase in the intervention prices already

established.
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14 There must be a corresponding strengthening of the marketing organizatica
of small farmers. Communal forms of organization offer the primary means of

achieving this.

18. There is so little transparency in the processing, wholesaling and
distribution of agricultural products that their effect on end prices are
very difficult to assess. The pilot studies that the Commission have bequn
on consumer food prices and gross profit margins are therefore most welcome.
It should continue more intensively with this type of work. Initial results
have already shown notable disadvantages to the consumer:

In almost a third of the products investigated, price differences of more than
40% have been recorded in qualitatively and quantitatively comparable goodg.
Such differences work against the consumer and cannot be justified.

16. According to the pilot studies, an intensified process of concentration
is taking place in the food product distributive sector. The same applies to
certain areas of processing. The following concerns play a dominating role

on the markets of the European Community:

- Unilever; turnover 1975 15,000 m dollars; 321,000 employees
- Negtlé; turnover 1975 7,000 m dollars; 136,000 "
- Imperial Group; turnover 1975 3,300 m dollars; 96,000 "
- Agsociated British Foods: 2,600 m dollars; 78, 000 "

turnover 1975

3

~ BSN ~ Gervais Danone; turnover 1975 2,300 dollars; 63,000 v
-~ Ranks Hovis Mc Dougall; turnover 1975 1,900 m dollars; 61,000 "

The Commission should take a particularly close look at these concerns and

to specialist purchasers and processors of agricultural products.

17. The food distribution sector is in the throes of rapid change.
Market shares in the Federal Republic of Germany, for example, are chang-

ing as follows:

- 46 - PE 52.628/fin.



le
Iable 3 Percentage market shares

Year Big concerns: Small and medium concerns
1962 26 74
1975 38 62
1985 (estimated) 47 53

There is a rapid rise in the numbeér of supermarkets:

Table 4

Country 1971 1972 1973 1974
Belgium 455 606 657 686
Denmark 280 323 385 441
France 1,444 1,672 1,934 2,125
FRG 2,009 2,396 2,755 3,510
GB 4,400 4,800 5,140 5,840
It 532 609 676 (=)
NL 520 622 717 202

18. There are often considerable differences in price in the different
Member States. With comparable quality and quantity, the following

prices may be given as examples:

Table 5 (Prices converted into DM, 1975)
Product FRG F It NL GB
Butter 8.36 9.42 (-) 8.03 3.€0
Margarine 4.84 4.53 (-) (-) 2.86
Beef 13.91 9.36 16.73 (=) 7.35
Bread 2.59 2.07 1.67 1.56 1.08

19. The difference in price levels in the various countries of the
Community has a number of causes. One is the continuing failure to
achieve monetary union. The system of national currencies brings
considerable friction in competition and the free exchange of goods.
The effects of this system are often wrongly attributed to the common

agricultural policy.

20, At the same time, with the existing complicated European currency
system, the blame in some cases lies with the agricultural policy, e.g. the

continuing use of the monetary compensatory amounts (MCAs).
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However sensible MCAs may be to counteract sudden currency fluctua-
tions - they provide a buffer against a shock to the agricultural export-
import structure - they have a correspondingly distortive effect when they

are made permanent.

This has become largely the case. Permanent MCAs distort the condi-
tions of international competition, in so far as monetary fluctuations
reflect real changes in purchasing power and not international monetary
adjustments or speculation. (Speculative monetary fluctuations are not
dealt with here.)

To the extent that changes in currency parities have a real economic
basis, it is impossible to see why they should not be reflected on agri-
cultural markets, since they are, among other things, the result of varying
cost movements. If, on the other hand, MCAs are maintained over a long

period, this has the following effect:

(a) in countries with a relatively strong currency, producers and
exporters of agricultural products receive a permanent subsidy.
Consumers in these countries are at a disadvantage, since cheap
competitive products from Member States with weak currencies are

taxed;

(b) permanent MCAs have the converse effect in countries with weak
currencies: advantageous prices to consumers for imported agri-
cultural goods and a deterioration of the competitive position of

domestic farmers vis-a-vis their foreign competitors;

(c¢) countries with strong currencies experience an improvement in their

foreign trade balance, weak-currency countries the reverse;
(d) optimal spread of funds over all sectors of the economy is prejudiced.

21. The longer MCAs continue, the stronger is the multiplied effect of
the factors described.

Thus in the long term, agricultural production in the strong-currency
countries becomes more capital-intensive. Hence there is a shift in the
structure of agricultural production to the disadvantage of those agri-
cultural regions which are already less developed; thus, particularly, in

Ireland and certain Mediterranean regions.

22. Prices of some agricultural products are significantly influenced by
agricultural imports into the Community from third countries. Products

from third countries are brought up to a higher price level by means of a
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special customs duty, the price adjustment levy. As this partly invelves
\
the same agricultural products as are produced in southern Europe, the

problem affects three areas:

(a) the standard of living - often enough already the bare minimum for
southern European producers - is affected. They are interested in

the highest possible levies;

(b) consumer prices are influenced. It is in the interests of the
consumer that levies should be as low as possible, since only in
this way can the consumer enjoy the benefit of low world market

prices;

(c) the height of the price adjustment levies is a decisive factor in
the development chances of the economies of states that are lesas
well-developed industrially. They have the greatest interest in

establishing themselves on Community markets with their low prices.

23. A decisive factor in this last problem is the credibility of the
European Community in its attachment to fair relations with the Third and
Fourth World. At the same time, it gives rise to the question of what
relationship should be sought between price levels in industry aund agri-
culture, within the Community and in external relations. To take the
example of trade by the Federal Republic of Germany with countries outside
the Community in food and semi-luxuries, the following statistics show

certain trends:

In 1972 the FRG imported 33.3%, in 1976 (adjusted for inflation)
only 18.7%. In the same period the corresponding figures for exports
were 2.4% and 2.5%. Studies by the German Institute for Economic Research
(DIW) have established the effects on the domestic labour market. A rise
in imports of 1 thousand million DM (1972 prices) means an effect on
employment of - 112 (index number). Rise in exports of 1 thousand
million DM: 321; simultaneous rise of 1 thousand million DM each in

exports and imports: + 209.

A high agricultural price level in industrialized countries means an
over-proportionate industrialization of agricultural production. A low
agricultural price level in industrially less developed states reduces
their chance of achieving a comparably productive level of agriculture.
Due allowance must be made for the effect of differences in the use

made of consumer incomes.
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24. 1In conclusion, the Committee on Agriculture takes the following
position on the motion for a resolution by the Committee on the

Environment, Public Health and Consumer Protection:

The Committee on Agriculture

(1) points out that in the 'conclusions' to its price proposals
(COM(77) 525 final, page 22, paragraph 22) the Commission states
that the average effect of a 3% increase in the guarantee prices
for agricultural products on the cost of food to the consumer
would be of the order of 0.5% and on the cost of the living in

the Community of the order of 0.1%

(2) infers, therefore, that the average effect of a 1% increase in the
price of agricultural products on the cost of food toc the consumer
would therefore be of the order of 0.1667% and on the cost of
living of the order of 0.0333%

(3) points out also that only 70% of the ex-farm prices of agricultural
products are subject to EEC, regulations and that the difference
between the prices offered fo producers, whicﬁ are laid dan by
the EEC, and the consumer prices is the responsibility of the

national governments

(4) notes that studies have shown that the producer receives on average
only 33% of the final consumer price and 67% is absorbed by other

economic sectors

(5) draws attention to the Commission's answer of 2 May 1978 to a

parliamentary question on agricultural incomes

(6) points out that on average only about 25 to 30% of the household
budget is spent on food

{(7) notes a rising trend in consumer prices

(8) sees the causes thereof not only in the agricultural production
sector but, according to region, stage of production, technical
standard etc., in equipment and material costs and in the

processing and distribution of agricultural products

(9) considers that thorough enquiry should be made into these stages

on the lines of the pilot study made by the Commission
(10) advocates the publication of the results

{11) welcomes the promotion of Community and cooperative production,
processing and marketing organizations in certain agricultural

products

(12) stresses the urgency of market investigations and the need for
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(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)

clearer information on the practices of intervention eentres

is, however, sceptical as to whether the effect of future farm
price proposals on consumer prices can be stated with

sufficient accuracy

takes the view that forward-looking demand surveys for
agricultural products will be an essential planning aid

for producers

congiders a cautious price policy for agricultural products and

a tighter consumer price policy to be in general appropriate

considers the co-responsibility levy to have been applied in an
ineffectual manner with the result that the desired effect has

scarcely been achieved

calls on the Commission, therefore to develop further alternative

methods of co-responsibility and to investigate their practicability

welcomes the evident readiness to place stronger emphasis than in

the past on structural policy

notes, however, that there is still a lack of adequate coordinat;on

between agricultural and regional policy

advocates the phasing-out of monetary compensatory amounts, with
appropriate allowance for the varying price and cost trends in
the Member States

views with concern the increasing concentration of demand for
agricultural products at the distribution stage, while producers

remain largely disunited

supports the view that coordination between the agricultural policy
and the consumer policy has not yet progressed beyond the stage

of infancy

considers, therefore, that consumers should play an appropriate
role in decision-making and accordingly welcomes the steps taken
by the Commission to involve consumers in the discussions on

agricultural policy

sees in wider participation by consumers and in public and published
discussion and information an opportunity for making the problemsg

of agriculture more tractable
‘

is convinced that a clearly expressed readiness for negotiations
leading to as broadly based an exchange of goods as possible and
optimal supplies for the people of the Community represent an important
factor in relations between the BEC and the applicant countries as

well as between the EEC and the countries of the Third World.
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