EURVFLAN ECONU:IC COMMUNITY 2%, avenue de la Joyeuse Entrée
Official Spokesmun " Brussels &
of the Commiscsion ' Telephone 35.00.4C

Brussels, October 1964
P-62/64

INFORMATION MERO

November 1: New phase of the common agricultural policy

From November 1, 1964, the common agricultural policy will cover
a further two sectors: milk and milk products, beef and veal. From
now on the markets covering 85,0 of agricultural production in the
Community will esck have its common organization, cereals, pigmeat,
eggs and poultry, fruit and vegetables, and wine havin; already been
covered since August 1962 and rice since last September.

In five of the member countries, cattle-raising and milk
production are the most important source of farm income (35 to L2#).
Only in Italy do labour-intensive crops take the first place, with
cattle representing no more than 1% of production. In 1962 the
total output of this sector in the Cemmunity was:

in millions of dollars

Millk and nillt products : L 676
Cattle, beef and veal 3 506 T

The organizstion laid down for the milk and milk products
market is on the same lines as the cereals market. Some differences,
however, were necessitated by the more perishable nature of milk
products, by the importance in this sector of those products which
have undergone one stage of processing and by the extent of the
support given to the sector in most member countries.

The system to be applied to milk includes levies on imports and
refunds on exworts, target prices, market intervention (purchase of
first~quality butter at the intervention price and aid for storage)
and a safeguard clause. Imports are liberalized but, so that the
market situation can be appreciated at any given moment, there are to

be import and export licences for some products, including butter.

Owing to the great number and diversity of milk products (there
are over 400 types of cheese) products have been divided into groups,
each with a pilot product, in order to make it easier to calculate
levies. Since 1963 there has been a similar system for pork, and for
pork cuts, preparations and preserves.
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During the transitional period the Council will decide each
year on price alignment measures to be applied by the Member States.
The Commission intends to submit proposals in the new vear. .

During this period, too, national aids~will st?ll'pe '
permitted under certain conditions. Lach year ?ne Counc;l w1ll'f1gl
the amount by which aids are to be reduced in order to&prlng natlo?a
target prices inte line. At the single-market stage the producer's

income will in »rinciple be provided solely by his egrnings on the
market; natioral aids will be forbidden, but Community aids may be
considered if recazd be.

By July 1, 1965, the Council has also to adopt rules for fresh
mili,

The type of organization applied to .the beef markel lies somewhere
between that used for cereals and that used for pigmeat. Imperts are
liberalized. There are guide prices and an optional system of inter-
vention, as cpuosed to compulsory intervention in the cereals and
milk producis markets. There will also be customs duties coupled,
should the market situastion 50 require, with levies.

For frozen meat considerable tariff quotas at reduced duty have
been granted. These consist of a quota bound under GATT, plus a
supplementary quota, both for meat intended for Processing. For
imports of frozen meat licences are compulsory; for a number of other
products (offal, Sausages, meat preserves and Preparations, and salted,
dried or swoked meats) guide prices and levies will be replaced by an
optional system of imporc licences. T

During the transitional period, the upper and lower limits of
price brackets are first brought together ; then, each year, the gaps

between nationa’ gﬁidgﬁ It must be vointed out that the divergences
between wholeszic Prices are much smaller than for some other agricul-
tural products, especially cereals and milk. Lastly, there is an

optional system o7 refunds on €Xports to non-member countries and a
safeguard clausc-

Before goiag on to more technical details on the two market
organizations and tables showing the reference and guide prices
applicable in the individual Member States, the scale of trade in
these livestock products should be made clear, The figures for 1962

b}
in millions of dollars, were:

L prices are progressively closed by Council decision
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Intra-Community Imports from Exports to
trade non-member non-menmber
_cwuntries countries
Milk procducts 126 113 240
Cattle and beef , 88 204 61

It is clear that the Community is a net imperter of beef and
veal, and a net exporter of milk products. In 1961 the Community's
net imports of cattle for slaughter represented 22.6j,net imports of
beef and veal 3.3% of world exports of those items; the Cemmunity's

net exports of milk products amounted to 12.7% of total world exports °*
under this heading. ‘
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Milk and milk products

The following products come under the common organization of
the mcrkets in milk and milk products: milk and crcam, fresh, not
concentrated or swectened; milk and cream, vreserved, concentrated
or sweetiened; butter; cheesc and curd; lactosc anc lactose syrup;
swectened forage and other feeding-stuffs containing milk or milk
products, except where thesc feeding-stuffs fall within the scope
of the cereals regulation.

lowever, the rcgulation does not cover the fresh milk market.
Before July 1, 1965, thc Council, acting in accordance with the
procedurce laid down in Article 43 of the Trcaty, must adopt a
regulation covering the fresh milk market, and this regulation must
come intc force by December 1, 1965 at the latest. At present,
therefore, fresh milk and fresh cream are subjcct only to the
‘provisions concerning price controls and aids.

14

The milk yesr runs from April 1 to March 31.

Gy
[e]
Fiy
of

The' instrumcnt he common orgonizaticn of markects

The common organization of markets comrrises a levy system for
intra-Community trade and for trade between Member States and non-
membcr. courtrics, and alsoarrangements covering nrices and
intervention,

[N

I. The levy

The levy system anplics to all the products covered by this
regulation except milk and cream, fresh, not concentrated or
sweetencd, which will be the object of a special regulation,

The amounts of the levies will be fixcd each week by the
Member States. The leévics will be collected by the importing
Member State and +ill accrue to that State. During the transie

. tional period, the Commission may authorize a Member State, under
‘certain conditions and at its request, to reduce the levies on
one.or morc milk products for rcasons connected with current

developments in the e¢conomy.

1

>
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The thresheld prices, which are the basis of the levy, will
be fixed by lember States. For the 1964/65 milk year, those
threshold prices will be cqual to the reference priccecs plus
standard smounts and, where applicable, an additional amount
not exceeding 2% of the refercnce price. Tor first quality butter
the additional amount can be fixed at a figurc of up to 0.05 units
of account per kilogranmme.

The Jevy on proaucts other than menufactured feeding-stuffs

1e Imports from non-m:mber countrics

Import quotas and customs duties will not be uscd. The only
charges on imports are the levics which, as in the common
organization cof the market in cereals, consist of the differcncc
between the most favourable purchasing pricc on the world market -
free at froantier - and the domestic market price less marketing
costs (threshold price).

On imports from non-mcmber countrics of Emmental, Gruyerc,
Sbrinz, Chcddar and Glaris herb cheese, where the conditions
fixcd in the GATT tariff concessions are complied with, the
amount of the levies will be ecqual to the specific duty bound
under GATT or thce amount which would result from applying the
ad velorem dutics bound under GATT,

(a) Freec-si-frontier prices

7

The frce-at-frontier prices uscd in calculating the
levy arc detcrmined on the basis of the most favourable
purchasing possibilitics in international trade. Frce-at-
fronticr prices are dctermined separately for sour crcam
butter and for fresh crcam butter, on the basis of the
prices of first guality butter. The Commission determincs
the frce-at-Ironticr prices. according to criteria fixed in
conjunction with the Management Coumitteé according to the
procedure laid dowrn in the regulation.

(b) RefuanCeAFTlCe

The reforence price for cach y»roduct and for each
Member State is calculated on the basis of the arithmetic
mcan of the ox factory prices recorded in cach , ciber State
during 1963% plus an amount calculated on a flat-rate basis
representing transport costs up to the wholesale stage, and
may undergo cecrtain further adjustments (to allow for recent
developments and for the reduction in aids). Relerence
pricces have been fixed by the Council, acting unanimously
on o proposal of the Commission.
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(¢) The standard amount

The standard amount has been so fixed that trade between
the Member States develops progressively and smoothly.

Imports from Member States

On imports from Member States the amount of the levy equals
the difference between the threshold price of the importing
Member State and the free-at-frontier price less =z standard
amount., The free-at-frontier price is in this case determined on the
basis of the prices at which the producers in the exporting
Member State sell the products concerned ex factory, increased
by an amount calculated on a flat-rate basis representing
transport costs up to the frontier of the importing country =znd
the frontier crossing costs, and reduced by an amount correspond-
ing to the incidence of the internal charges refunded on
exportation.

Groups of products

Acting on a proposal of the Commission, unanimously during
the second stage and by qualified majority vote thereafter, the
Council nay adopt provisions by which certain products are
grouped for the »urpose of caluclating the amount of the levies.
For.each group a "pilot™ product is selected, for which the
amount o the Ieovy is calculated in accordance with the con-
ditions described above. TFor the other products in the group -~
the "assimilated" products -~ the amount of +he levy is equal. to
that on the pilot »roduct or else is derived from it. In thre
latter event, rules for calculating the levy applicable to each
of these products are laid down in conjunction with the Manage-
ment Committee according to the procedure provided for in the
regulation. TPFree-at-frontier prices, threshcld prices and
reference prices are not fixed for assimilated products, ,
The groups of prcducts established by the Council are listed in
the Annex. ‘

Quality standards for butter imports

During the transitional period, each Member State may, until

the Member States' national food laws relating to butter are
harmonized, forbid imports of butter which does not fulfil certain
Tequirements as to content and does not comply with the provisions
in force in respect of home-produced first quality butter in the
importing Member State on the date of the eniry into force of ths
regulation. ' :

vc-/oov
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Import licences

All impsrrts of milk and cream, prescrved, concentrated or
sweetened, and of butter, excluding whole milk powder in hermetically
scaled packages containing not morc than 41 kilogramme not weight of
powder, arc subjcct to licencing.

The implementing provisions in this field will be prepared in
accordance with the proccdure laid down for the Manageoment Committcc.

Refunds

In order to allow cxports to nonememher countrics to be made at
world market priccs, the difference betwcen these prices and the
prices of the cxporting Member State may be covercd by a rofund. In
intrae-Community trade the Member States may refund on exports an
amount corresponding to the differcnce between the free-at-frontier
pricc in the importing Member State and its threshold price, plus the
standard amount plus an amount corresnonding to the incidence of the
taxcs and other charges imposcd on imports,

National target »nrices

i‘he national tdrgot price is the price which it is desired to
guarantce to the milk produccrs of the country concerned for all the
milk they scll cach ycar. During the transitional pcriod cach Membor
State fixus before February 15 the target price which will apply
during the following milk ycar to milk with a fat contcnt of 3.7%.
For the 1964/65 milk ycar the Council fixcd the upper limit for thcsc
target prices at DM 0,4200 and the lower limit at DM 0.3180. 1In
working towards thc nstional target prices, Member States can rely
solely on roccints from the sale of milk products, but they will also
retain the right to grant subsidics if they wish.

Common taorset »rice

4 roumon tuarget zrice for milk ex farm will be fixcd by the
Council cach year from 1965/66 onwards., During the transitional period
the Council will decide each ycar what steops Member States must take
towards alipnment of prices. National target prices arc to be brought
closcr together on the basis of common target 1.ices. In the final,
single market stage, national target prices will give way %0 &  common
terget price. The approximation of thrushold pricos will be carriced

-out on the basis of the common target prices; for cach product

uniform costs and yiclds will be taken as the basis for this

caleulation, The Commission is planning to submit nroposals on price
policy to the Council of Mlnlstv rs and the Buropean Parliament at tho
biginning of 1965, : ’
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Thoze Member States that grant aids to nroduction must increasc
their market prices during the transitional period in such a way that
in the final, single market stage they will be at the same level as
the commen target price. The target price for milk will then be the
price which it is thc aim of market policy to guarantec to all
Community produccrs for the total quantity of milk markcted cach year.

Aids
Yuring the transitional period dircct alds may be grantcd at

national lcvel, that is, aids ticd to certain milk products and cids
paid out in recspect of milk sold by producers. Member Stetes inform

.the Commission of the details of the subsidies they grant. National aids

will be reduccd annually by onc scventh if they lcad to the markcet
pricc of the product concerncd remaining below the lower limit of the
target price for milk fixed by the Council for 1964/65. Aids paid out
of public cquelization funds for milk for processing (supvorted in
fact by the fresh milk warket) may be maintaincd until a regulation
for fresh milk comes into operation (at latest December 1, 1965);

the new regulation will decide what should then become of thesce aids.
If, however, payments arc linked with specific milk products, they
must be rcduced as indicated above.

“he Council, acting on a proposal of the Commission, will
determine the amount by which aids shall be reducced as national target
prices are brou;ht closer together and threshold prices raised. The
general principle bchind the common agricultural policy is that the
farmer's income should be derived solely from salcs. .

If, #s national target prices are brought closcr togcther, the
target price in ony Member State should fall below the price paid to
producers during 1963 for all milk sodd, the Momber State concorncd
may make up the diff.rence; payments can be related to the quantity
of milk sold, but must become independent of the output of milk not
later than at the end of the transitional period. The aid system must
be progressively adapted in such a way th:at the transition to the
system of the final, single markct stagce can be made smoothly. With this
end in vicy, the Commicsion has adviscd the Member Statces concurncd,

<in paorticular the Federal Republic of Germany and Luxcmbourg, to begin
- adjusting thesc aids during the 1966/67 milk year.

Except as otherwise laid down in the milk regulation, Articles
92 to 94 of the Trecaty (aids granted by States) will apply to
production of «<nd trade in milk products.
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The intorvention vrice

Common rulocs regarding intervention arc laid down for bhutter.
The Member States fix on intcervention price for first guality frosh
butter. During the milk yecr the intervention agencics are obliged

-to purchasc all first guality homc-produced fresh butter offered them,

For the first milk year, the intervention pricc will be brscd on the
reference price, but it may be roduced by not morc than 0.075 units of
account ver kilogramme. Butter burchased by the intervention azgency
must be dispescd of in such a way as not to disturb the sale of other
categorics of fresh butter. The Member States may also grant aid for
private storage of buttur and frozen creoanm.

During the transitional period a Membor State may, in order to
prevent a lack of balance on its market, intcrvene on the markot in
respect of products othor than first quality butter. A procadure for
Community consultation is laig down for such casecs. Intcrvention

measurcs must be co-ordinated during the transitional period. within
‘two ycars the Council shall determine to which other products, and in

what manncr, the Community's intervention measurcs are to be applicd,

Safecuard clsausc

Yor the tronsitional period a safoguard clausc is provided
covering both intra-Community trade and trade with non-mcmber countries,
to be availuble when narkets in one or morc of the Member States

-should suffer or be threatencd with scrious disturbances., This clause

corresponds to a normal safeguard clause alrcady in force for othcr
products subjcect to a comnmon organization of m.rkcts. However, for
butter and milk products the "major? suspension clause 2s been
adopted which is also found in the cercals regulotion;  for these
products therc will therefore be suspension of the Commission's
decision for 10 days when a complaint is brought beforc the Council.

On expiry of the transitional period the issuc of import liccnces
for »roducts from non-member countrics may be suspended if therc is

scrious disturbunce ¢f the market (particularly if intervention
agencics are obliged to make substantial purchascs on the domestic

market). This provision thercfore constitutes a safcguard clausc zas
against non-mcmber countrics.

)

The rogulation on milk and milk products also establishes a neow
system o prlicable to compound fecding-stuffs. This replaces the
system hitherto in force, which formed part of the organization of
the markcet in cer als.  The products conccrned are preparations
contalning grain, milk powder (and in somec cascs also sugar and
molasscs) .,
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The levice on animal feeding-stuffs are made up of three
components:

(1) a variable component corresponding to the incidence on
production costs of the levies payable on the materials
used (milk and/or grain); - :

(ii) a fixed component, which shall be the same for all Member
States, this amounts to:

(a) 2.00 units of wccount for compounis containing more
than 50, of milk or milk products;

(v) 0.90 units of account for all other compounds.

As regards trade between the Member Jtates, this component

shall equal nine fifteenths of the amount applied as against
non-menber countries, from July 1, 1965, it will be reduced
each year by two fifteenths; '

(iii) an additional component which may be added if one of the
producis concerned contains other products, in particular
sugar or molasses.

'

The beef'and'veal market

TSI e ey =

‘ The instruments provided for the common organization of the
market in beef and veal are customs duties and certain additional
measures of price support applicable both in intra-Community trade
and in trade between Member Stctes and non-member countries.

In normal circumstances a customs duty that would be slowly »
reduced would be sufficient both to ensure adequate support for the “
markets of the Member States during the transitional period and to
make possible the progressive establishment of the common market as
the free movement of goods develops within the Community. The
possibility of increasing this duty by a levy must be provided for
in order to ensure the balance of the market at times of excessive
supply- '

I. Customs duties

Customs duties are the main instrument for regulating
competition from non-member countries. Under the common
customs tariff the duty on live animals is 165 and on meat 20,
The time-table for the reduction of duties on imports from
non-meiber countries is as follows: C

by Harch 31, 1965 as laid down in irticle 23(la, 1b)
of the Treaty '
1, 1365 50% of common customs tariff
from April i, 1966 . 65 n i "
1, 1958 | 8s5% i i 1] i

from July 1, 1870 . full rate of common customs tariff.

from fLipril
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- The reduction of duties on imports from Member States will be
effected as follows:

from November 1, 196k 554 of the basic duty as defined
’ in Article 14(1) of the Treaty

on April 1, 1965, 1966, 1967, 1968 and 1969

reduction of the basic duty by 10% eaclh
year

on April l; 1970 complete abolition of duties.

At its request the Commission may authorize a Member State to
charge a lawer duty.

For imports of frozen meat from other Member States and from
outside the Community, import licences arc compulsory. Member 3States
whose duty on frozen meat 1s below the duty in the common customs
tariff shall apply from November 1, 196k, a duty of 17.5% and from
April 1, 1965, the rate shown in the commorn customs tariff. In
addition to the tariff quota of 22 000 .tons bound under GATT, a
supplementary quota nas been fixed by the Council for imports of
frozen meat for the processing industry: the supplementary quota for
1964 is 33 000 tons, and the rate of duty 127%.

During the period for which a supplementary quota is provided,
the duties and levies will be suspended in intra-Community trade.

II. Measure of price suvport

1. Guide price .
Tor cach Mewber State guide prices will be determined

annually for calves and cattle. For the 1964/65 and 1965/66

marketing years these prices will be fixed by the lMember States .rf“

within upper and lower limits fixed by the Council (1). From . .-

the marketing year beginning on April 1, 1966, the Council will “*°

determine the guide price on a proposal from the Commission.

For the first two years Belgium may be suthorized to adjust its

guide prices, as it cid ip the first year, in order to take

seasonal milk price differences into account.

The upper and lower limits of the guide price bracket and
consequently the guide prices will L2 progressively aligned
each year. 4 single Community guidc price must be achieved at
latest by December 31, 1969.

. o - -

Fach weck the Commission fixes an import price which is
. determincd on thc basis of market prices registered in the most
representative riarkets of non-member countries for live calves
and cattle.

2
e ———————_"

(1) For guide prices sec Annex III. /
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In zddition to the import duty a levy is imposed on the
products mentioned in Regulation No. 14/64, Annexes I and II.
The - levy is, however, only imposed when the price for live cattle
or calves on the market of a Member State falls below that Hember
State'!s guide price. Only half the levy shall be imponsed if the
price recorded on the market of the importing Member State is 5% or
less cbove the guide price.

(b) On_imports_from Member States
A levy méy only be imposed on imporits from Member States
when a Member State intervenes on its market or when the market
price falls to more than 10% below the guide price.

Where a ilember State intervenes on its own market, the
amount of the levy corresponds to the difference between the
market price fixed for the exporting member country plus duty
and 95% of the guide price in the importing Member State.

Then, however, a iember State fixes its intervention price at
96% of the guide price, the levy imposed may not exceed the
difference between the market price and 96% of the guide price.

When the levy is imposed on live cattle and calves, a
levy will also be charged on fresh, chilled or frozen meat
and cuts. Tne levies for these products will be derived from <
the levies for live cattle by means of a coefficient.

Intervention messures

Member States may on certain conditions intervene on their
merkets with & view to mitigating a fall in prices. These '
intervention measures may only be taken if the price of the
product is at or below the intervention price, which will have
been fixed by the Member State at a point somewhere between 93
ard 96% of the guide price. Any Member State intending to take
such measures must inform the Commission beforehand.

The Council shall, withih three years of the entry inte
force of thig regul.ticn, decide the procedure by which the
Community can intervene on the market in the single market stage.
Refunds

State may refund an amount related to the shifts in prices in
the exporting Member State and on the world market.

i)

e .
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exporting Member State. /
V, Incompatibilities
National restrictive measurcs such as quotas, minimum
prices and charges other than those provided for in this regula-
tion are incompatible with the commeon organization of the market
in beef and veal.
In addition, except as otherwise provided in this regulation,
Articles 92-94 of the Treaty (aids granted by States) are applic-
able to the production of beef and veal and trade therein. Some
exceptions have, however, been provided for in the case of
Luxenbourg. .-
VI, Safeguard clause
. The safeguard clause in the regulation is the normal
safeguard clausec applicable to the other sectors in which there
is already a common organization of the market. .
VII. ﬂgggve:gggmgg@ﬁ}ttee

" eommon organization of the market in beef and veal will be -

- 13 - P-62/6kL -

Meat which has been frozen after intervention on the market
by a Mumber Statce may not be the subject of intra-Community
trade at prices below those of the world market for comparable
gualitics. The Council is to adopt implementing regulations
covering, in particular, intra-Comuunity refunds on frozen meat.
Tor onc year after tne entry into force of the regulation, an -
exporting lember State may grant a refund corresponding to the 1
differcnce between the charges arising from sanitary measures o
imposed by the importing Member State and those imposed by the

3 As in the case of the other market organizations, certain
questions regarding the implementation and application of the

settled by the Management Committee in accordance with Article 20
of Regulaticn No. 1k4/6k4.
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