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United States exports of dairy products to the Common Market
are not significant, although exports of powdered skim milk used to
feed calves in the production of quality veal have increased from $1.5
million in 1960 to $6.4 million in 1963. If the EEC Council of Minis-
ters selects a common target price for milk that is above the French
and Dutch levels (as seems likely at this time), milk output in the
EEC shculd expand., 1/ Even without an increase in producer prices in
these countries, Community milk output is expected to rise as a result
of improved farming technique. Since Community consumption of milk
and dairy products is not expected to rise, it is possible that the

small tut growing market for U.S. products in the EEC will be elimi-
nated.

The rice market regulations which came into effect in
September 1964 threatens the small, but steady, U.S. market in the
EEC. 1In 1961, the U.S. met about 40 per cent of the imports required
by Germany, Belgium-Luxembourg and the Netherlands (see Table 8).
Italy and France (the only EEC rice-producing countries) supplied
only 14 per cent of the other EEC countries.

Protected by a variable levy, Italy and France are expected
to supplant American and other non-EEC supplies in so far as they can
meet Ccmmunity demands. In the few months since the rice regulations
went irto effect, U.S. exports of milled rice fell, and they are ex-
pected to continue to decline. Brown rice sales have increased be-
cause they duty on brown rice has been reduced temporarily. However,
when the duty is restored sales are expected to fall sharply.

Table 8. Rice Imports by EEC Countries
other than France and ITtaly, 1961
(In millions of dollars)

EEC U.S.A. Other Total
Germany 2.9 7.0 4.9 14.8
Netherlands 0.8 2.3 4.2 7.3
Belgium-Lux. 0.1 1.7 3.3 .1

Total 3.8 11.0 12.4 27.2

Source: O0.E.C.D., Statistical Bulletin, Series C, Foreign Trade
by Commodities.

1/ R. E. Anderson, "EEC Now Applying Common Dairy Regulations,"
Foreign Agriculture, February 22, 1965, p. 6.
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Fixed-Tariff Commodities.--Sovbean and soybean meal exports
are in demand as a high-protein feed for livestock. U.S. sales of
soybeans to the Common Market rose from $147 million in 1961-62 to
$194 million in 1963-64, and some experts believe that it is possible
for the value of soybean and other oilseed exports to the EEC to double
in the next decade. 1/

However, soybeans compete with peanut products produced by
EEC Overseas Associated Territories in Africa, and U.S.D.A. experts
fear the EEC will seek a world commodity agreement on fats and oils
to limit Common Market imports of soybeans and soybean meal. At the
present time, these products enter the EEC duty-free. But the pros-

pects of such an agreement being negotiated in the near future are
considered small.

Vegetable o0ils are subject to duties, and the prospects for
U.S. exports are considered poor. Duties on all vegetable oils are
bound in GATT, but they are sufficiently high to give EEC mills an
incentive to crush imported oilseeds. It is possible that the asso-
ciation of new African states such as Nigeria with the EEC may worsen
the U.S. trading position.

Tobacco will be subject to EEC market regulations in the
near future. Even without this market regulatiom, Greek and Turkish
tobacco will enter the EEC duty-free. The U.S.D.A. feels that the
United States will, at best, only be able to maintain its present
volume cf tobacco exports in spite of the fact that the United States
produces a lighter leaf which is more desirable for cigarettes.

The outlook for other fixed-tariff commodities is good.
Cotton eaters the EEC duty-free under GATT arrangements. Variety
meats have a fixed duty of around 20 per cent bound in CGATT, and
the EEC demand for U.S. produce is expanding. The Common Market
shows nc indication of becoming self-sufficient in tallow and
hides ard skins, and the duties are either zero or low on these
products.

IV. Concluding Observations

The European Economic Community has advanced towards
a commor. market for agricultural products in spite of a slow
start. The grain-price unification decision of December 15, 1964
made it possible to complete common market arrangements not only for
grains but for grain-processed products (pork, poultry, and eggs)
effective July 1, 1967, two-and-a-half years ahead of the original
timetable. In order to complete the Common Agricultural Policy, the
EEC must agree on unified prices for milk, beef and veal, and rice.
When this is done, a common market will exist for 85 per cent of EEC
produce. Also, market regulations for vegetable oils and oilseeds,
sugar and tobacco must be adopted.

1/ Learn, op. cit., p. 20.
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The immediate problem, of course, is to break the deadlock
in the discussion of financing the Common Agricultural Policy, and
this cannot be done until France ends its boycott of the EEC Council
of Ministers' meetings. France is not 80 much concerned with the
mechanics of the proposed financing scheme as with the growing supra-
natural character of the EEC Commission. No progress was expected
on this issue before the French presidential election. It is hoped
that negotiations will be resumed following the special mid-January
meeting in Luxembourg.

As the Common Agricultural Policy takes form, it becomes
apparent that it will have adverse effects on the countries which
now supply the EEC with agricultural produce. The EEC has made a
decigsion to raise farm incomes and stabilize farm prices by sup-
porting farm prices at levels generally higher than those prevail-
ing on world markets. In the United States, farm price support
programs are combined with production controls in an attempt to
limit the output of commodities in excess of domestic demand. But
the EEC Common Agricultural Policy incorporates no restrictions on
supply whatsoever. Goods which cannot be sold in the Community are
to be offered on world markets, subsidized as much as necessary in
order to make them competitive. The Common Market is thus com-
Pletely removed from price competition in agriculture; the United
States and other third-country producers will become strictly re-
sidual suppliers.

The Common Agricultural Policy has to date had omly a
small overall impact on U.S. exports to the EEC. In 1963-64, the
second year in which the grain, pork, poultry and egg market regu-
lations were in effect, U.S. exports of chickens and eggs were
about $20 million below the pre~CAP level. In the absence of the
variable levy system of protection, it is likely that U.S. exports
of these commodities would have gone up. Also as a result of the
EEC's policies, chicken and egg exports to Austria and Switzerland
have declined. Wheat flour exports to the EEC have fallen by about
$12 million in the first two years of the CAP. Had there been no
Common Agricultural Policy, U.S. exports of agricultural produce
in 1963-64 might have been roughly $50 million higher than they
actually were in this period.

The main impace of the Common Agricultural Policy will
come after the grain-price unification decision is effective. The
$40 million to $100 million EEC market for U.S. wheat is expected
to disappear gradually even if there would be no Common Agricultural
Policy as the EEC is expected to become self-sufficient in wheat.
Because of the CAP, this market will be cut off much more abruptly
than orherwise. The decline in U.S. exports of feed-grains will
be more gradual as feed-grain requirements are increasing rapidly
within the Community. But higher prices to French producers are
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expected to both stimulate production and restrict consumption, put-
ting a brake on the growth of feed-grain import requirements, Availa-
ble studies suggest that after the grain price unifications decision
has been in effect for a decade, U.S. exports of feed grains ($278
million in 1963-64) may fall by as much as $175 million.

The Common Market is expected to increase markedly its pur-
chase of U.S. soybeans and soybean meal which are needed as animal
feed and which are imported duty free. It is possible that soybean
exports will expand by about the same amount as exports of grains
and other variable levy commodities decline. U.S. total earnings
from agricultural exports to the Common Market, therefore, may not
decline from recent levels of around $1-1/4 billion per annum; but
in the absence of the Common Agricultural Policy they might have
been expected to increase steadily.




APPENDIX A

Cbronology of the EEC Common Agricultural Policy

1958

January 1

1962

January 14

July 30

November 14-15

1963
November 5

Decembzr 23

The Rome Treaty became effective.

After France refused to agree to the transition to
the second stage of the EEC unless the Common Agri-
cultural Policy was initiated, the Council of Minis-
ters, following 140 hours of negotiations, decideds:

(1) To accept market regulations proposed by the
EEC Commission for wheat and coarse grains,
pork, poultry, eggs, fruits and vegetables,
and wine,

(2) To invite the Commission to prepare market
regulations on beef and veal, sugar, and
dairy produce.

(3) To create a European Agricultural Guidance
and Guarantee Fund to finance the Common
Agricultural Policy.

Community regulations on cereals, pork, poultry,
eggs, fruits,and vegetables, and wine came into
effect.

The Council of Ministers created the Standing Com-
mittee on Agricultural Structures to coordinate
national policies for improving agricultural pro-
ductivity.

The EEC Commission submitted a proposal to the
Council of Ministers for unifying grain prices
in mid-1964 (the Mansholt Plan).

The Council of Ministers after a '"marathon session';

(1) Pledged that it would adopt uniform grain
prices before April 15, 1964 and to have them
come into effect in the 1964-65 marketing year;



June 3

June 5

September 1

November 1

December 15
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(2) Accepted market organization proposals for
rice, beef and veal, and dairy produce and
pledged to agree on a Community policy for
fats and oils by November 1, 1964;

(3) Agreed on how to finance the Agricultural
Guidance and Guarantee Fund through June 1965;and

(4) Agreed that negotiations on agricultural
produce in the Kennedy Round should be
carried out by the EEC Commission for the
Community as a whole.

After a protracted negotiating session, the Council
failed to reach an agreement on grain-price unifi-

cation, The issue was deferred until the June 1-3

Council session.

The Council again failed to agree on grain-price
unifications and set back its deadline for reach-
ing a decision until December 15. It requested
the EEC Commission to submit a new proposal; the
Commission refused.

Walter Hallstein, President of the Commission,
wrote a letter to the Ministers of Foreign Af-
fairs of each LEC country protesting the failure
of the Council to honor its commitment of Decem-
ber 23, 1963 to unify grain prices effective with
the 1963-64 marketing year.

Market regulations for rice became effective.

Market regulations for dairy products and for beef
and veal became effective.

The Council of Ministers reached an accord on grain-
price unification:

(1) Grain prices would be unified, effective begin-
ning with the 1967-68 marketing year.

(2) At the same time intra-Community levies will be
eliminated for pork, poultry and eggs.

(3) Special compensations payments would be made
to Germany, Italy and Luxembourg. As a fur-
ther aid to Italy, the marketing regulations
on fruits and vegetables would be revised.




July |

July 6
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(4) The Agricultural Guidance and Guarantee Fund
would absorb the entire cost of financing the
Common Agricultural Policy regarding cereals,
pork, poultry, eggs, fruits and vegetables
after July 1, 1967.

The Council of Ministers revised the market regu~
lations for fruits and vegetables to increase the
protection given Community producers, effective
July 1, 1965.

France broke off negotiations on the financing of
the Common Agricultural Policy.

The French permanent representative to the EEC was
recalled to Paris, and the French delegation to
the EEC was ordered to boycott all meetings con-
cerned with advancing the European Economic Com~
munity.





