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THE MARKET ORGANIZATION FOR UNMANUFACTURED TOBACCO

Background

The inhabitants of North America were already smoking tobacco
when Columbus discovered them in 1492, Tobacco was first culti-
vated in Burope purely as an ornamental plant. Later it came to be
prized as a medicinal plant, the therapeutic properties claimed for
it being grossly exaggerated, Tobacco was first taken in the form
of snuff, then smoked, and it was not long before the harmful effects
of its excessive use were recognized, Despite its dangers, however,
this allegedly therapeutic substance developed into an indispensable
luxury. Church and State both opposed its use at first, but
governments gradually came to see that tobacco offered them a rich
source of revenue and they began to cash in on the steady growth of
tobacco consumption. Today tobacco i1s widely used all over the
world and is of great industrial and commercial importance.

This is more or less what the 1895 edition of Brockhaus's
encyclopedia has to say about tobacco. But the old problem is as
alive as ever. mven then, the fiscal authorities were faced with a
special difficulty because, in addition to domestic production, large
quantities of tobacco were imported, and both had to be taxed accord-
ingly. This marked the beginning of tax systems and monopolies,

In Burope before 1900 Germany, in particular, grew a lot of
tobacco; some 33 000 tons of unmanufactured tobacco were produced
each year. At that time France produced only 22 800 tomns and Italy
a mere 1 900 tons, However, the picture has since changed completely.
Italy now grows the lion's share of the Community's tobacco crop. In

1968 it produced 74 100 tons, France produced 51 900 tons and Germany

no more than 7 400 tons (see Table 1).

- As a crop, tobacco makes special demands on both climate and soil.,
Furthermore, quality is closely linked with the variety of seed sown,

.and the crop is particularly labour-intensive. It is hardly surpris-

ing, then, that in Germany, where growers had no price and sales
guarantees of the type existing in France and Italy thanks to State
monopolies, tobacco growing should have declined more and more with

" the spread of industrialization. It is now confined to a very small

area, mainly in the valley of the Rhine. But where tobacco is still

~ seriously grown in Europe ~ and this is particularly true of France

and Italy -~ the incomes obtained from it are vital for growers, and
the tax and monopely system, once regarded as a burden by growers as
well as consumers, has developed over the years into a system to
protect growers. It cannot be abandoned overnight.

Fundamental to tobacco-growing in the Commﬁnity is the question
of varieties (see Table 2). Some varieties grown in Community

. countries ~ Burley, for example - are in such request on the markets

of the other Member States that they can command a price which
ensures that the grower receives a fair income. Because of their
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quality, there is no difficulty in finding an outlet for these
varieties, which can compete with tobaccos imported from non-member
countries and liable to customs duties, Finding an outlet for dark
tobacco is more difficult. Dark tobacco is mnot in such universal
damend, and South American countries ~ the main suppliers on the
world market -~ offer it at extremely low prices. Oriental tobacco
grown in Italy is in an even more ticklish position, since it must
compete with tobacco imported from Greece and Turkey. Both these
countries are associated with the Community, and their tobaccos are
now allowed on the Member States' markets free of customs duty. The
monopolies in Italy and France provide approved growers with a
guaranteed market, the State itself ensuring that home-grown tobacco
is processed and consumed, In Germany special tobacco tax arrange-
ments give home-grown tobaccos a slight advantage over imported
tobaccos,

However, trading monopolies and tax advantages are not compatible
with the Common Market. Article 37 of the Treaty of Rome stipulates
that no discrimination regarding supplies or marketing shall exist
between nationals of Member States when the transitional period
expires, that is to say, on 31 December 1969, The same is true of
import restrictions of all kinds.

Article 37 of the Treaty also stipulates that equivalent guaran~
tees in respect of employment and standard of living must be given to
the growers concerned where a monopoly involves rules designed to
facilitate the marketing or valorization of agricultursl products.
Yhese '"equivalent guarantees™ can only be provided, however, within
the framework of a common organization of the market,

- ae - — i  2ne

The Community's average annuzl production - 135 000 tons -

covers some 35% of its demand for unmanufactured tobacco. This
means that the remaining 65% must be imported from non-member
countries. Bowever, if we look at the position of the individual

hember States we get a completely different picture, A rough
calculation gives the following national degrees of self-sufficiency:

Italy C 100%
France . 459
Germany 5%
Belgium 5%
Netherlands 0%

The tobacco-growing monopolies in Italy and France were coupled
with trading monopolies which also hindered intra-Community trade in
tobacco, As far back as 1962 the Commission addressed a recommend-
ation to France for the dismantling of this monopoly, Some measures
of relaxation were taken at that stage but by 1970, when all discri-
mination regarding supplies or marketing should have been abolished
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with the expiration of the transitional period, these improvements
were not working to the satisfaction of the other Member States.
There was still no free market for tobacco, since the monopoly
continued to control the selection of brands. and only approve those
brands with a large share of the market in their country of origin.

Common Market Organization
Because of its production and consumption position, the
Community is a net importer of tobacco.

There has been a definite tendency for Community imports from
non-member countries to increase since 1966/61. By 1969 they had
topped the 266 0CO ton mark - an increase of 45% (see Table 3).

Community exports to non-member countries amounted to some
S 000 or 6 000 tons, 1nclud1ng 4 000 to 5 000 tons of re-exports
(see Table 3),

Because of the large tobacco stocks held by manufacturers,; how-
ever, these foreign trade figures do not give an accurate picture of
utilization., Furthermore, the statistics show that imports fell in
1968, . This quite extraordinary development can be partly explained
by the 1ntrouuct10n of new customs arrangements in France (duty-free
stores).

. In fact, this unusual trend affected all French imports of
unmanufacturedAtobacco in 1963, These were some 60% lower than
previously, and the trend may have continued, though to a lesser
extent, in 1969,

In intra-Community trade, ilmports are given as 26 000 tons,
But in actual fact only 7 000 tons of this is Community-grown tobacco,
from Italy and France. The remainder is tobacco from non-member
countries re-exported within the Community to other Member States.

Structure of the. market~organiiation

The Common Customs Tariff duties on tobacco are bound in GATT,
Following the implementation of concessions made during the Kennedy
Round the CCT duty on unmanufactured tobacco and tobacco refuse will
be 235% from 1 January 1972. This amounts to a mlnlmum duty of $28
and a maximum duty of $33 per 100 kg.

rer a large proportion of Communlty production, application of
the CCT to imports from non-member countries fails to offset the
difference between growers' costs and world market prices,

For some 90% of Community production, national arrangements
ensure that there is a market for the tobacco crop at prices whlch
guarantee growzsrs a fair income, These guarantees must be main-
tained, which means that national arrangements must be replaced by

veo/ons
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similar ones, to be inserted in the Common Market framework, These
new arrangements must benefit all growers in all Member States in

the same way. They must involve no discrimination either for the
trade or the consumer. And they must make free movement of products
possible. These goals cannot be fully or completely achieved merely
by ecresating a common organization of the market. To achieve then,
monopolies will have to be abolished and arrangements for taxing g
tobacco consumption will have to be harmonized. Initially the.

Council tried to view th= above three facets of the tobzcco problenm

as a whole and to deal with all three in agricultural regulations.

In the end, however, it decided that the agricultural facet should

be dealt with by a regulation based on Articles 42 and 43 through the
introduction of a common orgenization of the market in unmanufactured
tobacco, and the other two facets of the problem should be covered by
decisions.

Thus a common organization of the market in unmanufactured
tobacco, involving price and trade arrangements, came into being.
It covers unmanufactured tobacco and tobacco refuse of CCT heading
24,01,

The purely agricultural aims of the market organization will be
achieved through a price and subsidy system and intervention and
trade arrangements which are modelled in part on other market organ-
izations, There are, however, further provisions to allow for the
special requirements of tobacco and to deal with surplus production.
These market conirol measures are an innovation. Thanks to them, if
surpluses begin to form the Community will be able to act in good
time instead of being forced to watch unsaleable mountains of tobacco ;f@
building up. ' L

The Commission was able to incorporate amendments suggested by
the European Parliament and the Economic and Social Committee into
its proposals, which were modified during debates in order to bring
viewpoints closer together. :

The Buropean Parliament advocated a different price system with
no provision for support buying. Although there is something to be
said for this, it seemed at the time to be ruled out as a basis for a
solution acceptable to all, because of the views expressed by the
Member States within the Council. The Farliament also suggested that
action be taken in the social field to counteract the effects of
market control on growers' incomes and employment, This idea was
incorporated in the Commission's proposal and approved by the Council,
Finally, the trade arrangements for non-member countries in the
initial proposal were simplified in line with the Parliament's views.

The Commission was also able, to a large extent, to incorporate
the amendments proposed by the Economic and Sccial Committee. The
Committee had approved the main lines of the original Commission
proposal but did suggest a number of changes with regard to the
criteria for fixing subsidies and the extensiocn of intervention to
baled tobacco, The Committee also favoured the introduction of
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procedure which would be set in motion once support buying went
ebove a certain level, and advocated measures to compensate growers
hit by *hese changes.

The Council discussed the draft text relating to this market
organication at many meetings, until it was finally approved on
21 April 1970, Politically, the market organization for unmanue
factured tobacco is of considerable importance because it is closely
linked with the agreement on wine and *herefore with the definitive
finzncing arrangements for agriculture. It is also associated with
competition policy -~ because of the State monopolies - and with
taxation policy.

Price arrangements

The price and intervention arrangements are based on the need
for joint provisions which will give Community growers the same
guarantees on employment and standard of living that they prevlously
enjoyed under national market arrangements. This will be achieved
through an intewrvention system besed on a target price and arrange-
ments for support buying, Firstliy, buyers will recelve a subsidy
if they purchase tobacco directly from a Community producer, and
secondly intervention agencies will be obliged to buy in at the

intervention price, The arrangements are to ‘be apvlied in such a
way that growers will be given sn incentive to improve guality and
adjust productien to demand. bove all, growers will be expected

to change over to competitive varieties which are in request,

Prices

The target price will be fixed each year at a level which will
guarantee growers an adequate rcturn, bearing in mind the direction
to be given to preduction in the future. In fixing this price it
will be assumed that enterprises are economically viable and run on
rational lines.

The intervention price, which will be lower than the target
price, must represent the minimum at which growers can maritet their

. tobacco, The intervention agencies will therefore be obliged to

buy all tobacco oflered them by groweru at thls price.

A taraet prlce and an intervention pxlce valid for the follow-
ing year's crop will be fixed by the Council before 1 August each
year. This arrangement has been made so that lhe grower will know
before he plants what price he can expect to get for his crop.

Such information is of the utmosi importance when planning decisions
are being taken on a farm rin alpng ratlonal llnes, and also when
deciding production.

mhe target price will be based on the target p“lces valld for

previous harvests, It must be such as to encourage the degree of
specialization consistent with the economic structure and natural

Qcc/\l-n
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conditicns of Community producticn, It must also help to improve
gquality aud to ensure thatl growers receive an adequate incenme,
assuning that their farms are economically viable and xsticnall;y
rulla This highlights the link between price policy and structaral
policy in agriculture on the one hand and a comprehensive regional
policy on the other,

The intervention price will be 90% of the target price.

Target and intervention prices will be fixed for each variety
of tobacco grown in the Coumunity and for leaf tobacco which has
not been subjected to any preliminary processing or preparation.

A reference guality, which is sufficiently representative of gquali-
ties in a normal harvest, will be determined for each variety. The
characteristics of each variety will also be specified.

"Varieties grown in the Community" will be taken to mean the
different tyces of tobacco as distinguished by their botanical
characteristics. Where necsssary, allowance can be made for
ecological changes in these varieties.

The reference gqualities will also be fixed by the Council
bafore 1 August each year.

Subsidies

Since the target price to be fixed by the Council will as a
general rule be higher than the price of comparable imports from
non-member countries, a determined effort will have to be made to
ensure that deals can be freely concluded on the tobacco market and
thzt grewers will be able to command prices which are reasonably
close to the terget price, To encourage deals of this kind,
buyers who purchass supplies direct from the growers will receive
a subsidy. #with {his subsidy 1t should be pcssible to dispose of
tobacco bought thus under normal competitive conditions.

Any natural or legal person buying leaf tobacco direct from
a Community grower will be able to claim the subsidy. ‘To qualify
for it they must sign & contract with a grower or alternatively buy

leaf %tobacco &t an =zuction, Aunctions were included in the scope
of the regulation because this is the way in which tobacco is most
commonly sold in Germany (the so-called Einschreibungen). Tobacco

bought thus will either be processed beyond the preliminary procega=
ing and preparation stage or, alternatively, exported to ncn-uember
ccuntries, #

Leaf tobacco has a limited life and a number of growers or
growers syndicates lcok after the preliminary processing and prepara- ¢
tion themselves. This is particularly true of the Concessionari ia
Italy. The subsidy must also be avallable to these growers or
growers syndicates if their produce is sold for processing or for
export outside the Community.

cos/o.s
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These buyers subsidies will be pald on the basis of growing
contracts drawn up 2long uniform lines. Controls will also be needed.
Special regulations to deal with these matters are to be adopted in
accordance with the Management Committee procedufe, whose officacy has
been proved in the case of earlier market organizations.

When subsidies are peid to ensure that growers receive a certain
income, people are inclined'to think imrediately of the British
deficiency payments system. However, those subsldy arrangements for
tobacco sales differ in several respects from the British deficiency
payments.

Under the deficiency payments system the subsidy is fixed
retrospectively, that is to say after the harvest, when crops have
alrcady been sold and the difference between the market price and an
accoptable price can be calculated. The subsidy is then paid to farmers
who can prcduce evidence to show what they have sold.

The numbor of tobacco-growing farms in the Community is extremely
high (the average area planted by each grower is only 0.5 ha), and in
Italy, for instance, the authorities are not even sure what the exact
number is, For administrative reasons, therefore, itis simpler to pay
the subsidy to the buyer, which means that the amount of the subsidy
must be known bafore a deal is made.

Anothor point 1s that, in contrast to the British system, the
subsidy here is backed by intervention arrangements. Great carse must
be taken to ensure that encouragement is given to the free arrangement
of deals, so that tobacco is not simply bought in by the intervention
agencies without any effort being made to sell it. The conclusion of
contracts is of enormous importancé here. But, .again, contracts of
this kind can boe concluded only if the amount of the subsidy is known
in advance. Under the market cvganization arrangements, therefore, the
aubsidy for wmmanufactured tobacco will be fixed before 1 November sach year
by the Oouncil en & proposal from the Commission;for tho following year's harvest.

The subsidy, which should ensure that growers get the target price
and that Community tcbacco 1s frooly marketed, will be made up of two
elements for each varicty.

The first will be determined in the light of past and future
gsales opportunities under normal compatitive conditions on the Community
markot, and of the incidence of the price trend. for tobaccos imported
from outside the Community where these tobaccos can be substituted for
Community-grown tobaccos and aro compotitive with them.

The second elemont will be a standard amount that‘will make it
possible to honour the price and income guarantees glven to growers -
and to dispose of Community tobacco under the best possible conditions.

Where allowance is made for tho cost of preliminary Processing and
preparation of lcaf tobacco into baled tobacco in caloculating the subsidy,
this will be based on the cost of preliminary processing and proparation
in efficiontly—run Community enterprises.

cee/ens
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The subsidy will be fixed for one kilogram of unprocessed leaf

" tobacco, for sach variety and each reference quality. The subsidies
fixed in this way will apply to all tobacco of that variety grown in
" the Community. Howsver, if the payment of an identical subsidy for

different quality tobaccos were to hinder the smooth opsration of the &
common organization of the market, or interfore with the adjustmoent

of production to buyers! requirements; exceptional arrangements may

be made to fix the subsidy in some other way.

Intervention

Bagically the interventlon agencies are obliged to buy in all
Community-grown leaf tobacco offered to them, provided it has not
already benefited from a sales subsidy. Intervention agencies will
Pay the intervention price appropriate to the various varieties and
qualities. Upward and downward adjustments will be made if the quality
offered is not exactly the same as the reference quality. Such price
increases and reductions will be calculated on the basis of trade
Practice and objsciive criteria. Intervention agencies will noty
however; bz obliged to buy-in leaf tobacco which falls short of the
minimum quality standards for fixing the increases or reductions.

The Council has still to adopt basic rules on the buying—in of
leaf tobacco by the intervention agencies. The relevant implementing
provisions will be established in accordance with the Management.
Committee procedure. ‘ fﬁ?

Baled tobacco produced from leaf tobacco harvested in the
Community can also be offered to the intervention agecncies, provided
the tobacco has not enjoyed a prrovious subsidy. This will call for

the fixing of a derived intervention price which will take the cost
of preliminary processing and packing into account. - Here too, the
relevant prices and basic rules have to be fixed and approved by the
Council and, again, implementing provisions will be adopted by the
Commission in accordance with the Management Committee procedure.

If the intervention agencies buy-—in leaf tobacco they will look
after the preliminary processing and packing themselves. They will
be free to sign contracts for this purpose with specialized firms,
as also for the continued storing of the baled tobacco.

Under no circumstances may the marketing of tobacco bought in by
the intervention agencies be allowed to hinder the free trading 3
encouraged by the subsidy arrangements., Tobacco held by the interven—
tion agencies will be sold by public auction or by tender. There must
be no disturbance of the market, and buyers must be guaranteed equal .8
access to the merchandise and accorded equal treatment. Basic rules
and implementing provisions have to be adopted here too. '

cvefaee
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Trade with non-member countrics

Booause of the measures introduced by the price arrangements, all
quantitative restrictions on the Community's external frontier can be

‘abolished. In excepiicnal dircumstances, however, the new arrangements

might prove to be inadequate. Here, the Community must be able to act
quickly so that the market will not be left completoly exposed to any
disturbances resulting from the removal of the eariior 1mport
restrictlonso : :

Imports

It has already been said that customs duties on tobacco are bound
in GATT, This is why the special import arrangements we have come to
expect in a basic market regulation are missing from the tobacco
regulation. Whon unmanufactired tobacco is imported from non~member
countries, customs dutics are charged in accordance with the provisions
of the Common Customs Tariff.

In addition, the levying of charges with an effect equivalent to
customs duties, and the application of quantitative restrictions and
meagures with equivalent effect, are forbidden. The absonce of any
special rules on imports heightens the importancs of the internal
market organization, with its intervention and subsidy drrangements.
To cover all eventualities; a safeguard clause has been includsd as
an emergency measure to enable the Community to deal with persistent
digturbances of the market.

'E\
Exports

Where necessary, the differonce between world prices and Community
prices can be offset by the payment of an export refund which will
enable the Community to trade on the 1nternatlonal market in unmanufac—
tured tcbacco. < :

Unlike earlier market organizations, the market regulation for
unmanufactured tobacco places a ceiling on this export refund. Save
in oxceptional circumstances, when a decision would have to be taken
in accordance with the Management Committee procedure;’ the refund, thch

- can vary from one imporiing area to another, will be fixed within th
" limits of the incidence of the Common Customs Tariff. This will be

calculated on ths basis of average offer prlces for tobacco from non-—
mcmber courtries,

The refund will be the same for the entire Community. It will be
fixed at regular intervals in actordance with the Management Committee
procedurs,; and it can vary from ore importing country to another. The
Commission will have power to change the amount of the refund in the
intervals betwecn regular fixings, if necessary. It can do so either
at the request of a Member State or on its own initiative.

The refund will be paid on applicatibn.



Safaguard clauso 10~

As in other markst organizations, the inclusion of a safeguard
clause here iz quite logical. If the Community market is seriously
disturbed, or if it -is threatcned with scrious disturbences, because
of imports or oxports, some arrangement must be available to allew
the immzdiate application of suitable measures until the danger has
disappasared. In casas of this kind +the Commission will take the
recessary action eiber at the request of ons of the Member States or
on its own initiative. In thiz it will be bound by implementing
provisions to be approved by the Council. These will determine when,
and to what extent, safeguacd measures can be applied.

If tho Commission decides to introduce safeguard measures. the
Member States will be informed and the meoasures will be put into effect
immediately on a Community bagis. If any Member State disagrees with
the Cemmissicn’s decision it can object and have the matter referred
to the Council, ' ‘ '

It is unlikely, however, that the safeguard clausc will ever be
invoked for tcbacoc. The Community'!s doficit is such that it will be
forced to import supplies permanently.

.

General provisions

A regulation introducing a common market organization usually'
needs to be rounded off by a number of general provisions dealing
with points which cannot bec covered either by the price arrangemcnts
or by the arrangemenis for trade with non-member countries. These
general provisions concern trade between the Membor Statos; rules on
aids and competition; financing arrangements and the creation of a
Management Committce. In addition to thesc usual provisions, however,
the tobacco regulation has another which is making its first appcarance
in a Jommunity regulation « nam2ly; a market control measure designed
to combat the formation of large surpluses.

Aids

The effectiveness of the general measures provided for by the
new regulation would be jeopardized if the Member Sietes were to grant
certain aids. For this reason it scemed essontial (exccept as otherwise
provided in the regulation) to apply the provisions of Articles 92 to
94 of ths Treaty of Romc,; which deal with the question of aids; to the
produciion of and trade in unmanufactured tobacco. The incorporation
of this provision will enable the Community to assess the aids (subsidies)
given by the Member States and to ban those which are incompatible with
the Common Market.

cos/eon
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Monopolies

-8ince the now Community measures as a wholc provide the nccessary
guarantees for growers, existing national arrangements concerning the
production and marketing of unmanufactured tobaccos in the individual
Momber States cen be abolished. Any national provisions which give
certain individuals or legal persons, or nationals of onc Member State,
the sole right to grow tobacco, to subject it to initial processing
(including fermontation) and to market it will be incompatible with
the now regulation., This applies in particular to sowing. planting,
harvesting, packing, transporting, storing, buying and solling.

Eiaancing

Once the rules contained in the now regulation are'applied, the
unmanufactured tchacco sector will be covered by the provisions on
financing the common agricultural policy.

-Similarly, as far as the Guarantec Section of the BAGGF is’
concorned, Article 40(4) of the Treaty and the relevant implementing

_provisions will also apply to the market in unmanufactured tobacco in

the French ovorseas departmﬂntso

Statistios

Since trade in unmanufactured tobacco will no longor be subject
to a licensing system which gave the authorities a fair idea of
transactions, greater attention will now have to be paid to trade -
stutistics. If all the provisions of this regulation are to be
proporly and consisténtly applied, there must be a two-way exchango
of information between the Member States and the Commission. Detailed
arrangements for the transmission of statlstics, with special roforence
to import and export statistics, w1ll bo adopued in accordance with the
Managemont Committec procedurc.

Manggemont Conmittggﬁ

) Many pass1ng rcferencos have been made to decisions boing takoen
"in accordance with tho Management Committee procedure". A Management
Committees will be created for tobaccos comprising ropresentativos of
tho Membor States, with a rcpresentat1ve of the Commission in the chair.

Undor tho Management Committce procedure, tho' chairman refers the
mattor to the Committce eithor on his own initiative or at tho rogquest
of the reopresentative of one of the Member Statos.

This procedurc ensuros closa cooporation between the Momber States
and the Commission, and has workazd out very well with earlisr markot

"organizationa.

cvefens
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Market control

¥one of tho carlier market organizations-made any provision for
market control arrangements. OJrganizations of the markets in the main
agricultural products came into boing in 1967. This was the year in
which the farm surplus problem first bdcame ovident, and the situation
has deteriorated visibly over the last two yoars. The German and
Benelux delegations wers afraid that unsalsable surpluses of tobacco,
too, would accumulate behind the protecctive wall of intervention
arrangements, and insisted on the inclusion of measurcs to check
undesirablo trends in production and in the formation of surpluses.

The subsidy system will serve as a yardstick for undesirable
tronds, designed as it is to encourage direct trading. The
system will show the quantities over a given level which are bought
in by the intervention agoncies.

According to Article 13 of the new regulationy if the quantity
of a givon variety or group of varieties bought in during one tobacco
harvest excoeds a certain porcentage of total production, or simply
if it exceeds a cortain figure, the Commission will be requirod to
produce a reporte The Council will then assess the situation, and if
it feels that the trend shown in the report is an undesirable one it
can take appropriatc action for the next calendar year., In this way
tho balanco boetwoon supply and demand can be improved and stocks
reduced,

The Council's mein weapon here is to fix suitable target and .
intervention prices. If, however, the instruments of price control ' )
fail to guide production in a satisfactory mannor, thoe Council will

be able to adopt specific measures to deal with the variecties which

arc the main cause of the market disturbances. In such cases it can

lower. the intervention price, or exclude somc {or even sil) qualities of

the varieties in question from support buying. Articls 13 concerns

all tobacco for which the subsidy is to be paid, irrespoctive of

variety. But the variety is the unit that triggers off Community

actiony and care must be taken to ensure that the production of those

varieties that need marketing subsidles does not incroase. Incrcascd

production of these varieties would not be consistont with tho market
organization. A constant watch must be kept on this situation too,

and any inecrease in production which is not economically justificd

must be combated by reducirg the target price and cutting subsidics.

This will be the Commission's responsibility. It must keep an
eye on the situation; preparc roports and submit thoso with appropriate
proposals to the Council. It will bo for tho Council to decidc what
action should be taken.

&

The Commission's reports to the Council will have to includs
forecasts of the offect which the measurcs it proposes will have.
This will make it possible to assoss the effects on the employmant
situation and standard of living of the growers ccncernod. As woe
sald at the outsot, the growers most likely to be hard hit live in e
arcas where ecology and oconomics preclude an overnight change to some @9
other way of earning a living. The solution in cases of this kind
night be a systom of subsidies not connccted with the product.

noa/oov
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Implemonting measures

At its mnetlng on 21 Apr11 1977 the Council approved the ba81c
regulation (Regulation (E7IC) No. 727/70) on the establishment of a
common organization of the market in unmanufactured tcbacco. This
came into force with the 1970 harvest.

At & meeting on 50/21 July 197-3é the Council approved six
regulations on prices* and subsidiesc for the 1979 harvest and general
rules on intervention arrangements and eriteria for initiating the
procedure in Article 13 of the basic regulation.d ‘

Tho key to the price and intcrvontion arrangemoents is the annual
fixing of a target price for a refercnce quality., The target price
in tho first marketing year will corrospond to the average price
fatched during theo throo previous marketing yoars. -

To ensurc that the target prics is rcached and all tobacco grown
is disposed ofy a subsidy will bo paid to the first buyors of leaf
tobacco. This subsidy ultimaiely benefits the grower.

The level of this subsidy will bo fixed by the Council each year
in the light of marketing opportunities and the influenco exorcised
by tho trend of prices for importod tobaccos.

The intervention price for lcaf tobacco will be 10% below the
corresponding target price. Intervention agencies are obliged to buy
tobacco which cannot bo sold in the normal way. The prices paid by
tho ageneies, however, will be slightly higher for the better gualitios
and slightly lower for the poorer.

Similarly, baled tobacco can bo bought in by the intervention
agcncies up to a given amount,; provided non subsidy has boen paid on
the tobacco at an earlior stage.

Conditions governing the salo of tobacco hcld by the intervention
agoncies are also fixed,

The basic regulation contains arrangements for imports from non—
member countries but says nothing specific about the application of
the Common Customs Tariff. Both the lovying of additional countcor—
vailing dutics and the application of quantitative restrictions ars
Prohlbited. Tho regulation also lays down the conditions under which
exportors can claim rofunds and Community procedurcs for applying a
Community safeguard clause.

lRegulations (E7C) Nos. 1464/79 and 1465/70.
®Regulation (W3IC) Fo. 1466/70.

3Regulations (FAC) Nos. 1467/70, 1468/70 and 1469/70.
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Once tho common organization of the market is in forco, national
arrangoments for the tobacco scetor ~ and in particular Stato
monopolies for planting, initial processing and marketing of unmanufac—
tured tobacco — will have to be abolished.

Finally, a numbor of provisions allow tho Council to introduce
spocial mcasures to maintain equilibrium on the tobacco market should
Community production as a whole, or tho quantity of a givén varicty
bought in by the intervontion agencies, excecd a given level,

These may involve a roduction in the target price and/or the
intervention price, and stricter conditions for buying-in cither all
tobacco produced or merely a proportion of a given quality of one
varicty.

On 25 August 1979 the following procedures werce approved to
implement arrangecments for thoe 1973 harvests
(a) The necessary control procsdures for the payment of subsidiesy
(b) Detailed arrangements for buying—in by the intervention egencies;
(c) Arrangements for determining quality differences and for assessing
them whan tobacco is being bought in by the intervention agencies.

Table 1

Arca planted and tobacco production |
in the Zurovean Community

‘Country 1955 ¢ 1965 | 1966 | 1967 | 1968 : 1969
? Aroa planted (' 000 ha) ; %
iGermany ? 12.6 g 3.7 ; 3.4 % 3¢5 § 3¢5 ; 3.2 .
iFrancoe L 29.0 1 213 | 20.6 | 19.8 20w o201
?Italy 48.4 5504 5401 53.8 | 5L.B | 46.6 ’
Bolgiun 1.2 08 | 0.7 | 05 ! 0.6 | 0.6 |
e 89,2 i B8l ¢ 78T i 1.6 6.3 ¢ T0.6 |
g Production ('OOO tong lecaf tobacco)l 2
%Germgny g‘ 26.0 é 8.7 g 9¢5 | 3.6 | T.4 1 T.9 I
‘Frence 5603 1 49.0 | 47.1 | 47.5 ¢ 519 | 48.2
Ttaly 723 0 T35 | T3l 8609 | T4l § 5.8
‘Bolgiun 30 22 0 Lo 1.6 1 1.8 ;1.8 |
R 1576 01334 0 1317 14406 ¢ 135.2 133.8 |

lisaf tobacco welght must be multiplied by a coefficient of 0.85 to
obtain a gross figure for baled tobacco produced in the Community.

Sourcos Statistical Office of the Furopean Communities.
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Table 2

19.297/%/70-2

Breakdown of Cdmmunity‘productidn of loaf tobacco

by variety er variety group and M-mber State

~{1090 tons)

== == == e = p ]
| Varicty Country 1964 1965 ‘1966 1967 1968 1969 |
: |
' ;
| 4

{ Dark aircured Gormany 4.9 . 4.0 4.2 443 3.8 37 1
i Bolgium 0.8 0.8 0.7 0.5 0.6 0.6 |
; France 43.3  48.8 46,8 47,1 50.0 43,2 |
i Italy 13,1 14,1 13.9 14.6 14,2 11,7 |
; Sun—~cured Italy 26,6  23.2 22,6 29,1 16-9 21,7

2 Light air-cured Germany ded 4,2 4.7 3.6 2.9' 3.2

| 4

i France 0.1 0,2 0.3 0.4 0.5 0.6

|

; Italy 17.7 1607 ) 1605 2204 25'6 29-5

| Flue~cured Ge rmany 9,7 0.5 0.6 0.7 0.7 0.7

i PN . .. . PR .

| Thaly 11,5 9.8 10,6 11.5 9.3 9.4

I—. Wl e wmd Bt bk e Gt M TS e Wl e e el see e et et v mm ey ad - e W ww By eE e e wal S med by
i

i Fire-cured Italy 9.0 8.4 8.3 8.7 7.6 6.7

i ‘ o

ihd-—.un-—-—'—h—no-——--—u- T et ey et e e et e B wwp B et Wt ams wwd S et e wed e Gew
; Other Ita.ly 1.1 1,2 1.1 OOT 005 004

eosfase
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Tabla 3

Community imports of unmanufacturcd tobacco

A

(tons)
Origin = 1966 1967 w68 1 1969
— 1
. CGT heading 24.01 A = Tobacco of a value, !
; per bale, of not less than 230 u.a. per
g 1290 kg net woight
. 'World 4-'0 662 40 846 3¢ 143 40 686
! of whichs ENC L 1,837 1.941 1.508 1,791
; s non<IRC | 2,825 2.995 1.635 2.894
| COT hoading 24,01 B = Other baled tobaccos
i tobacco refuse
i
L World i 278,758 . 296.164 . 240,942 292,435
| of whichs mIC. | 16,808 | 2L.213 .. 23.907. | 26,450
| $  non-nEC | 261,950 ! 274.950 . 217.000 | 265.983
: i . [
. Community exyports of. unmanufactured tobacco
(tons)
b origin 1966 1967 1968 1969
| :
i CLT heading 24.01 A = Tobacco of a value,
: per bale, of not less than 280 u.a. por
i 1750 kg net weight
| World | 682 ¢ 484 1 662 - 821
\ of whichs TNC | 641 347 556 i 679
] 3 non-EEC § 41 . 139 . 107 144

World
of whichs

§

CCT heading 24.01 B = Other baled tobaccoy
tobacco refuse

117,076 18,732 ; 20,723 i 22.421
ERC P 11,679 0 13.7% ;13,660 | 16.303
non-EEC 5.327 0 5.029 | T7.064 I 6.119
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Provisional completion of harmonization

of legislation on sceds and seedlings

In 28 September 1972 the Council adopted a directive on the
common catalogue of agricultural varieties and another on trade in
vegotable seed, thus virtually completing its work on the harmoniz—
ation of legislation on agricultural and horticultural seeds and
seedlings. The directive on tho common catalogue of agricultural
varieties supplements the directives adopted some time ago on trade
in beet ssed, fodder soced, seed grain, seed potatoes, and sced of
olsaginous and fibrous plants. These sarlier directives had
temporarily shelved the qucstion of a common catalogue, allowing
Membar States to retain their restrictive national lists of varietias
for the time being.

From now on, any variety approved in any Membor State under
Community rules will be sutomatically approved throughout the
Community aftor a certain length of time. The main conditions to
be fulfilled by a variety before it can be nationally approved are
that it must be distinct from other varietios, true to typo and
sufficiently homogsnoous. It must also be of agricultural value.
lember States who have justified doubts about a given variety may
make these known in accordance with the procedure for the Standing
Committce on Secds and Soedlings. In addition, the dirocctive
contains provisions to allow tho incorporation of old varieties,
approved at an earlicr stage, in the common catalogue.

The directive on trade in vegetable seed also provides for a
common catalogue of varieties. This, like the catalogus of

" agricultural varieties, would involve automatic approval. But here there

is no need for field trials to test agricultural value. Vegetable
sead, like agricultural seed, will in future be subject to approval
(cortification) in accordance with Community proceduros. So=-called
"standard" socd may; howover, be marketaed for tho time being., Iike
certifiod sced, this must be varietally pure and true to typs. But
it is only inspectcd on a sampling basis aftor the ovent while
certified seed and its provious gonerations must be officially
inspected before boing put on the market.

Now that these now directives have been approved it can be
assumed that, as far as the main agricultural and horticultural
varietios are concerned, only secds and secedlings which have beon
officially tested for variety and quality can bo marketod., Fnr
soods and ssodlings which comply with Community rules, thero are
no restriotions of any kind on intra-Community trado.
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Coumission proposal for a Council dircective amonding
the directive of 9 April 1968 on trade in matorial for

the asexual propagation of wvincs

This proposal was submitted to the Council just before the
summer holidays.,

Under the 9 April 1968 dircctive the Member States wore ontitled
to limit trade in multipliecation stock to varieties of agricultural
value on their own territory pending the introduction of & common
catalogue of varieties.

Adoption of a Council direetive of 16 July 1970 containing rules
for the clsgzification of vine varietivs made the introducticn of a
commen catalogue supe:zfluous.

The hasis of the new proposal ig that a list should ba drawn up
of the varioetics approved in each wine~growing aroa of the Community.
Once this has been done; all that will be necessary is *o allow the
marketing of multiplication stock in those Membor States in which the
particular variety in question is eprroved.

This cen be arranged simply encugh by making a numbor of
amendmants to the Council diractive of § April 1968 on trado in
material for the ascoxval propagation of vines.

These new provisions replace Article 5 of tho earlior diroctive
and provide for the introduction of uniform criteria and uniform
minimum requiremenis for field trials before individual varieties
are approved for inciusion in natinsial catalogues,

The amending diregctive will also make a number of small improve-
ments in the criginal directive.





