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e Abstract

The prumary objectlve of this study is to quantlfy the" effect of

submdxzatron -on the productlon of wheat lh tlﬁe EEC. The secondary objectlve is

r

to relate this effect to the movément of Canadian w%at Jnto forelgn markets

An analysis of “the Common Agricultural Pollcy (CAP) of “the EEC shows -

"_that_the CAP _gcan, be seen as a sv_stem deSlgned to garantee a certain "level of _

producer prlces the price effects, of lmports are neutrallzed by a varlable levy; -

.the price effects -of surplusses are countered. by - export SUbSIdIeS and the -

»effects of macro economnc changes are’ delave,d by- a system of Monetary

) Compensatory Amounts The consumer in_the EEC member states pays for this’

policy: through the one percent of the .I value added tax, that goes to the
flnanc:ng of the EEC and through the prlces paid for agricultural, products. The
| dlfference be_ een the producer prlce and the lowest cif. loffer_ price in
Rotterdam, ,meaSur-ed in  national curren.cies. constitutes -a subsidy. This- subsidy
can be e'kpressed as\J a percentage ‘of- the producer~ price,, and can be
converted to g quantlty produced due to subsndlzatlon with the help of the
relevant supply elastlcmes . . L v
ThlS converS|on has been done for the years 1974/75-1980/81, and for
1985, 1987 .and 1990. Both a high and a low elasticity have been u’sed. f)\
reasonable pruce path has been choseh for " the . producer price development rn
~—the future , and the world prige’ has been projected in constant real terms
an'd.‘, in terms of an -annual declinelof two, percent. This™ leads to fo_ur separate
results. | ‘ o

To investigate whére this extra’ EEC’ wheat will find its market, the

export 'pattern'-‘ of France, the major EEC exporter. is analysed. All this is set.

agalnst the background of the general demand situation for wheat in the decade
of the elghtles. »For. this purpose. three  methodologically different demand
projecti'ons have‘,been examined.

The estimated production of wheat due to subsidization in the EEC
ranges from O i-n. 1974/7%; to 2.0-49 million tons in 1980/81; and to

58- 151 million _tons in  1880. depending on the elasticities and price



ry -
.

‘alssg‘Jrrjption‘s used. The ex'portabl'e sur_plqs four'\d its ma;'ket'<in ex—colonie‘s. of
- “France, and due to the .geographical location of E_uropé, in Eastern Europe and
the USSR‘.'Cohtin_ued ‘ahbun.dance of supplies throughout.the decade will increase
Cémpetifior; ‘for. _r;narkgts;, and th necessary‘ ‘adjustme,nts will * fall upon the
. 't'raditional exporteré .more: than on ‘the EEC, due to its institutional arrangementé,

*

" and due to. internationat agreements under the GATT. .

S . 1
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s S T 1. lntroduction' , -
- i . oo

Zen plainting knows the one= stroke,style in  which the subject is
[ ) ' :

o

rendered with\\ one swift motion of the brush Only one detall gets extra

attent:on and shows mlnute brushwork. Thls study resembles, this outwardly. a

‘very detaned look at the Common Agrncultural Pollcv (CAP')' of the European

o« context instead of showing ‘enlightment- however,| what is offered here wnll at

,muc Communlty [EEC) is set within a swuftly/sketched picture of its global
- best lshow some understanding and perhaps deepen the understandlng of "the
,reader but only -after. doggedly pursued reading!

' The objective of this study is to quantlfy the effect of subsndlzatnon on
the productnon of wheat ‘in the EEC: That is the fme brushwork The secondary
objectlve is' to relate the effect of the subsndlzatnon in the EEC to ‘the-
movement of -Canadian wheat |nto forengn markets. That is . the one-stroke part.

The- analysis presented here does not rely on econometric techniques; it
has ntct been left tc~the"‘_'c-cmputer to‘..."cr,e‘_a{te order, in a large amount of data,
\ nor has’ it been’ left tc regression ahalysis 'to determiine the relevant variables. In

abstracto it can be ‘argued- that the outlying 'observations are the interesting

ones: ' the fnrst signs of things - that we- do not know about yet It is -always the

. ‘.’"."\. .

[
-

" observation “th_at does not fit, that falls victim to the. ways of re'gres‘s_ion'

What is "%f‘fered he'r'e, ‘insteafd,“ s a detailed look at the * CAP,. in ~order
that an understanding of the EEC system will yield the variabfés needed  to
duamify the effects of the subsidization: Charﬁter 2 describes, the CAP as. it
apcl’ies to Wheat ahd . hnghhgjt/s. the general fe‘a‘tures: of the CAP that are
necessary to understand its” {vorklng . . |

" Armed  with  this understanding, it is poss’_‘ible to determin.e M what"
” subsidization meansf‘.--ih'-‘»the 'case .of "the . EEC ,the transfer of money from
consumers to'croducers, through the maintainance of high producer prices. The
in-‘sigh@'gain‘ed in.chacter..’.? rnake it also. possible to determine which part of

the total producer price can be conceptualized as a subsidy. The first part of

chapter 3 defails the subsidy concept and the methodology used. The rest



<

- contains the ﬂresentation of the data which have been used to put a monetary

value on the subsidy, as conceptualized here, and the data that have been used

to .convert this monetary figure to( amounts o'f-v“’pr’oduction due to subsidization: -

"'"'su'ppty' e[asticit'\es The calkculation used is also presented, as well as the results. -

The productlon due to suxbmatnon is calculated for the pernod 1974/75
1980/81. and for 1”985, 1987, and 1990. To relate the results to Canada a&
price tag 1Is attached to the amount of Canadian wheat that is displaced by the
subsidized production in the EEC. B

Chapter 4 is the broad picture The external trade pattern of the EEC is

examined in some detail and put in the context of three global demand

,pro;ectnons The demand pro;ectnons can only give an nndncatuon of the larger

context in which the EEC productlon ‘will find ltself but they do provide a
vehicle for the examination of the relationship between Canadian and EEC wheat
exports Thus, they make it possible. to reach the secondary objective of thls
study. ‘ o

In chapter 5, the conclusion the foregoing ohapters are  briefly

‘summarised, and their relationship is once again established. Three policy

recommendations are given.
That is what is, done. What is not done is the incorporation of the

differences in quality . between wheat varnetnes into the -analysis. Data to

distinguish between food .and feed wheat, and between soft and hard‘wheat

were not available. As a consequence. wheat is treated as a' homogeneous
commodity. The awareness that this is a restrictive assumption shows here and
there, but is of Ilttle influence

Another thing that has: not” been done, is the inclusion ‘of‘ Greece, Spain.
‘and Portuoal in the analysis. Greece has been an EEC member since January
18982; Spain and Portuéal are CUrrently negotiating . their entry Th!aut the analysis
dealing with the past does not |nclude these countrles needs no defence Thaeir
absence in the analysis dealing. with the future must be explamed Uncertamty

about the timing and conditions of the entry of Portugal and Spain keeps them

out- The necessary adjustment phase will make the impact of their entry only



3

. felt towards the end of the decade. In‘ the case of Greece, the "adjustment
phase is the reason for exclusion. So many assumptions were already needed
to be able to project  the coﬁmon prices till 1990, that the inclusion of a
small country. which does not even apply these prices, “would Cause .more
tro.uble than its small market is worth. | |

All  volume figures are m metric tons. Othet wunits are specified where

necessarry. <

g
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2. The Common Agricuitural Policy

2.1 Legislative Foundation and Institutions .

On March 25, ‘1957,'tﬁJe treaty of Rome, establishing the European

_Economic Community, was sjgneﬁ by France. Germany. ltaly, Holland, - Belgium and

Luxembourg It became effective on .January 1, 1958 In 1973, the EEC was

_enlar‘ged with the United Kingdom. Ireland and Denm’ark, ahd in 1982 1t was

joined by Greece /"\
' The objectives of the agricultural policy of the community are outlined in

Article 38.1: °

-

a to increase agricultural productivity by promoting technical progress
and by ensuring the national development of agricultural production and
the optimum utilization of the factors of production, in particular
labour;

b thus to ensure a fair standard of living for the agricultural community,

" in particular by increasing the individual earnings of persons engaged
in agriculture; ’

c. to stabilize markets; i ' .
d. to assure availability of supplies; '
f to ensure that supplies reach consumers at reasonable prires

The principles of ﬁarket unity. community preference. and financial
solidarity were codified laJter in Regulations 19/82/EC  and 25/62/EC. Market
urity is the existence of one market. one price. :m'd one ma.rketing procedure
throuqtht the '70”1[’1"“”’1'!?\/} community preference is the protection of intra-EEC
trade; and financial solidarity is the common financing of all actions in pursuance
of GAP goals.

" The first pieces of CAP lagislation for grains date from 1962 (19 62.F(C)
and set the process of market harmonization working The harmaonization m)‘de'd
n 1965 with  the establishmant r;f common  prices  throughout  the FEC
(120/67/EC) This hasic  requlation  was replaced  in 1975 by Neguiatinn
s TB/EC  witheut changing the fourdation ~f the gran policy

Apart frem the thyee princinles deacribert o e s oon distinguish tha

follmrning ~~rnaretone- ¢ the CATT b grnin



a. abolition of all national governmenf control measures,

b reliancé on the price .méch'anism to influence \Jthe_v ma-rket;_
c. . price differentia'tion according to location: |

d inciusion of grain substitutes. . '

In order to establish an EEC vocabulary, it, is useful to give a short
A AR _

description of the rele_\iénf iEEC institutions.

The Council of Ministers is the primary legislative .body Each ‘member
state i; represented by that government minister under whose jurisdiction the
matter at‘ hand falls. The :s(riounc;il presidency is for six months and ' rotates
among all members. Voting,‘ used to be ruled. by the so-called Luiémbourg
compromise, which requires."unanimity if a meinber state deE!arés that its vital
interest is at stake In the 1882 price negotiationsf' this agreémem was broken
When the expressed wishes ‘of the UK were ignored. ihe results of this
breach are not yef clear, but va';return to the rﬁajor'ity decision rule, which is
enshrined in the Treaty, is likely. . V‘(

The ‘Comn'iission is the day—to-—day administrative body. “lts  twenty
Nirectorates—Geaneral carry out the Councils decisions in as many topic areas
The Commissioners are appointed by the individual member states  The
.Commission is responsible for most of the preparation of EC legislation and
has lagislative powers in some matters left. to. it by "the Council. The
Management Committee  for Cereals is the bo’d(y‘ that administrates the cereal
regime on a day 10 day basis. |‘t is part of the bur eaucracy of the Commission

The Furopean F’:r'liament'ﬁas'mocﬂv a watchdng and advicory functiori Its
members are elected directly Exrept for  csome increased powers in  the
hudgetary procese  the Farliament is impotent

‘i'he Fonde Furopeen dNrientation et de Garantie Agricole IFEQ.GA) is the
merhaniarm  theaugh which the CAFP s tingncad It consistg nf a guidahce c‘c\,nhon
thr rugh vhich etiii(‘?\uai meoacur pe are financed and a guar antee section which
financee the price support system it is funded hy all levy ir\cqmé and by !

ot eent i the ntoe ar{der tax (\//\'1'\ R r'::r“"' L6 Al aerbier statee
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Notwithstanding the extensiveness of EC legislation Cand  its deep
- penetration in the agricultural sections of t_hé member - states, the ‘EE_C remains
basically an intra- and not a .supra—-nation‘al organization. The _"-main decision

making power is in the hands of the Council and thus ‘in the hands of the

membér state governments. - , ’ T
2.2 The Pricing System ! _ e
. v u; - '-a' ) .
)
2.21 The benchmark prices /

The intervention price is set .at Ormes. Ormes s the major market centre

(largest physical surplus

~in _the lower Paris basin, the area with traditionally the
of'v\)ﬁvheat in the EEC. The intervention price is the guaranteed minimum price.
The lzihtervehtioryary agencies are obliged to accept all the locally prc}duced
cereals offered to them if the markét price sinks below this price. Only/quality
can be a"_restricting factor. One intervention price is established for feedwheat,
barley, and corn..Fo\r Whéat c_)f bread-making anality. a reference price is set at’
about 15 percent above tﬁe intervention price The intervention price for rye is
to  coingide with the o;'\é for feedwheat, barley and corn in thew_1982/83
marketing vyear This prfcring stfucture, referred to as the silo rr;odel was
introduced in 1976/77 to‘. éf;:eamline the regulatory system and to minimize the
market' interference. Under ' this pricing regime'the market- priée of the different

cereals  will ba determined by their relative feed value There is a separate

inter vention price for durum wheat

The target prire s derived by adding (al the transpbrt costs between
Ormes and Duishirg  in the  area vwith‘;‘ the greatest cereal deficit in the EEC,
and (h) 2 markat elamgnt to the int@'vention or r1eference price The market
element  far wheat of. h‘rnadwnakind quality. ry(?'_ and durum reflects the.

< J
difference het vean they market and {he< intervention price in Ormes in normal

¢
{

circumeatancos frr marlgy  corn, [and feedwheat,.' it also reprecants  the

dif ferances v 1 elative feed valus »



The threshold price is dete.rmined by d.edu_cting ihe t.ransport'ation éost
bet\;\/een Rotterdam and ,Dulsb'urg (barge trafftic}, a handiing c;,ha_rge. and a
corﬁmercial margin_from the target price. The threshoid price is the minimum
import price and ensures that the target price Ccannot be wundercut by third

country imports .

These benchmdfk prices are determined annually. They are, however, not
stablé over the vyear (August - July for cereals) To prevent the whole crop
from being offered for ‘mtervention rlgﬁt after harvest, the prices are subject
to monthly increments to reflect on—farm storage cos;cs. The threshold price is
increased every monthand the intervention‘pr.ice in_ each of thé first ten
meonths. The intervention price in the last two months of the marketing year are
the same as in the first month. The reference price is onlly valid in t ; irs

three months . Table 21 gives the relevant prices for soft wheat for the

1981/82 and the 1982/83 marketing .years

221.1 The Objective Method
: The level of the benchmark prices is determined by the Council of
.Minnsters, based on proposals put forth by the Commission.. One of the
ways in  which | the 'Commission‘, comes .up with its proposals is the
'Objective Method. which is aimed at vyielding price increases that will
ensure the survival of efficent farms

The Objective Method is a cost plus pricing mechanism In  each
member state ‘Reference Farms are \'selected and data concerning their
tabour . and'“omer costs are gathered To qualify ‘as a reference farm it
_must /be able to yield an income per labour unit between g8 and 120
percgnt of the average comparable non-farm income in that regon The
coste are adjusted using cost trends and movement in ccomparable incomes
over the last three years To account for productivity increases a flat 15
F)err.‘ent is deducted This is done: for each member country and the results
are adjusted for the movements of the national currencies against the ECU

(see chapter ?222) The rommon price then emerges after the national



Table 2.1: The 1982/83 Soft Wheat Prices.

" Breadmaking wheat

- 1982/83 1981/82 pefcentage
R . increase

———— e ——— — — — ————— i —— — —_——— e e — — —

‘ECU/ton  DM/ton ECU/ton DM/ton in ECU  in DM -

S e e e e — e . et e - —— — — ——

reference price 20910 53848 19272 51198 850 52

average .quality "~ ’ : : :
Feed wheat : \ - . ”

intervention price 178.27 61.66 165.23 43895 850 52
. ) LY .

target price _ ) 25061 54.38 2(30‘5\5 761248 8.70 54

< Source: Toep‘fef,June, 1982
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prices are .weighted according to the.:n'aiional share of EEC. agricultural
output (de Veer, 1979: Swinbank, 1979). -

Discussions about the 'Objective Method date from the very
beginning of the CAP, but it was not until the 1§72/73 proposals that
objective criteria were used The foliowing period s,éw increasing
refinement in the statistical formulations used. '

it has been recognized by “the Commission that this method cannot
be the only pillar upon which to build the_‘.’pricing proposal. Cost plus
pricing does nét necessarily lead to market equilibril‘um. Thus. increasingly
the other criteria' have been used in the formuiation of the propesal The
final pricing d;cision is again another step. .
2.2.1.2 Political Influence
> 'l;-{i.ct‘oric:.allv the political wrangling in the Coungil 'h'as. made the
outcome o~f the price negotiations higher than the Commission's proposal In
1975 the outcome of the Objective Method was a price increase of 42
percent. the CommisSion's\ proposal was 9 percent and Fa Council s
decision wae 96 percent xFor 1978, these figures 'wera 47 percant 2

[rerment g 721 e cant 1pgr\pr‘!l\rq|\- (S v inhank 1070

v



The EEC is comprised of countries with ver;'/ different agricultural
sectors; Wi_th di'fferently structured veconAomies overall. This results- n
different views on the height of the common prices.

Germany has a  long history of strong protection  which has
fostered ineffﬁ:iencies.in the farming sector, especially because it slowed
down the development towards larger farms and the adaption of new
technologies. The, economic strength of the Bunqesrepublik makes high farm
prices necessary to keep - farm income in line with other incomes. | The
affluence. of “the -consumers explains the yndifference towards falrm p/olicy

The ag‘riculff._ure mﬂ_{)ni.ster has traditionally been a senior cabinet memb_e,{i ‘and
Iwhas had little 6‘pposition tg a high farm price policy in the past,
(Tangermann, 1979). [

The Uvnitéd K'ﬁ';gdom has an efficient agricultural sector which can{
achieve an aéce;;table levet of farm income at a relatively low price level
The relatively low non-farm incomes and its traditional role of importer all
support a low farm price bolicy (Ritson and Tangermann, 1879, Marsh,
1979) | ," |

France has a mixed farm structure with a hi‘ghiy efficient gran, but
a inefficient livestock sector The weakness of the franc makes the
government lean towards low food prices as an anti-inflationary method
This results in a very mived pricing policy (Ritson and Tangermann, 1979
Clerc 1979)

The pricing decision in ltaly is also subject to very different
influences italy is an exporter of .Mediterranean products and profits by
high prices for these proncts It imports temporate zone .products and
stands to  gain by low common prices for these products To  keep
agricuttural income in line with other income it is necessary to keep
prices high, nbtwithsrav\qu the low per raput income cnmpared to most
~thar FEC membe's (Farrn 1979)

v genaral it can he s::.:n_that the CAP with its common f"inar\cin.g

A ate ety o nfarenca cinclines  ewprrters  t~ higher rices and
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importer§ to lower prices (Ritson and Tangermann, 197%3)‘ All these diverse
pressures find their. way to the negotiations in the Council. The Hec‘essity
of each égriculture minister to come out of the pr;ce _negotiations Io'o»k‘_ing
."good, results In extensive horse—trading of price increases, resulting in
higher prices than proposed by the Commission. That-there is a bossibility
to .reach common prucés...is mainl; due to the system of green rates‘an‘d :
monetary compensatory amounts (see chapter 2.3) which makes different
domestic price levels compatible with vcomr‘non prices.
2.2.2 European Currency Unit and the European Monetary System‘

The common prices are denominated in‘ European (;uryen'cy Units (ECU)." an
accounting devicé‘\;:séd since the introduction of the Eurgpean Monetary System
(EM$) in 1979, The ECU is based on the member states currencies of which it
contéins certain quantities in accordance with .the individual countries’ sharé in
the 'CommunityMss;domes'tic product and intra—Commgnity‘ trade. Thus, each
. country's currency is\represented in the ECU on the basis of it; trade weighted
economic strength Each member's currency can be expressed -in ECUs using
bilateral exehange rates and it is part of the EMS to keep fluctuations in the
value of national currencies within 1125 percent around this rate Larger
fluctuations must trigger central bank buying or sellng and general . economic
measures to defend the exchange rate fivity Changes in the c'entral rate  can
only take place m consultgtion with the other members Although 'the pound
s\ferling is wsed in the caloulation of the ECU :th'e British government has
decided not to join the EMS and does not hold itself to the rules laid out
above. ltaly keeps itg— corretvy n 3 6 percent band around the central rate
Greece will nnt j~in the FIMS hafrre 1086 and the drachma is not represented
in Y'»e( ECU!

The caleutation nf the $/FCU exchyige rate important for the ecalculation
of the tlevy (sga chaptar 24 72) ic detiveq hy comparing the ~fficial ‘daily dollar
(l'S'.) spot ' ate ~f the FMS countrine and the 'K with thenr (~omy;g’l FCUI rate

. i
By  dividing for evarmple the /[P iate by the FCLY/DM rate a S/FCL) rate s
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arrived at ‘The . arithmetic mean of all these calculations is the S/ECU rate. also
known as the currency “factor (Toepfer, 1981: 44) '

The common prices are  converted ihto " national chrrencigs via the
appropriate exchange rates. the green rates (see’ chapter 2.3) Before the
introduction of.» tHe EMS, the common prices were set in units of account The
introduction of the ECU was done in such a way that price levels did not
change The va!ue‘ of' thé unit of account, however was determined differently
than that -of 'thé ECU. which chénges ‘the effects of an exchange rate change
of’_" one of the members (see chapter 2.3.1).

| For an indication of national currency/ECU exchange rates. see‘ table 2.2
The national currency/ECU rates -are subject to change. 'reflecting the changing
macro—economic situation in the EEC member st'atés. ;The EMS - does not ensure

exchange rate fixity, ;but only fixed and adjustable rates.

2.3 Green Rates and MCA's
2.3.1 Emergence and organization

The main source of Iightl on ,this subject has been firving and Fearn
(1975) In 19689 the French franc devalued which would result in higher food
prices if the common prices would be converted into francs  at the new rate
Unwilling tn aceept . thie  the french government requeéted and was qranted by
the Council permission to wse the pre- devaluation exchange rates for agrcultue al
purposes A  devaluation f the German mark in 1969 and the general
breakdown of the Bretton Woods system of fixed but adjustable exchange
rates after 1951, proliferated the use of special excha;nge rates for agricultural
purpo<es. green rates To prevent trade flows due to.this divergenceé hetween

2

green and market rates, Manetary Compensatory Amounts (MCA) were ~r eated
MCA's equalize prices at the bhorder: they are export lavies and import subsidies
for countiies with a green rate above market rates (depreciating currency) and
export subsidies and import levies for rountriee waith = araen 1nta helow  the

vgrket rate (appteciating currency)
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The introduction of fhe EMS greatly simplified .thel MCA sy'stem.’ There

are basically fixed market rates of exchange between the countries of the EMS

This. coupled with the stability in green rates which “can only be. changed by

the Council on behalf of the member states, results in fixed MCA's The actual

amount is calculated as follows: The difference petween the market rate and‘

the green rate is expressed as a percentage of’ the market rate the MCA®

bercentage. The mu\tiphcatioh of the MCA percentage with the mter\renticsn price

in local currency yields the actual MC;C\

Two refinements” are in place to fine-tune the system

a In order to compensate for trade that ta’kes place at prices below

the intervention price, such as trade with non- EEC members and trade

with new members in their adjustm‘ent phase the MCA is adjusted

with the Manetary Cbe,fficient The coefficient is equal to 1..00 -
MCA%/100 for countries with appreciating cu‘rrencie; ana to 1.00
MO A /100 for countries with a depreciating currency.

h A compulsory reduction of MCA's has heen introduced Weak .c‘urrency

countries reduce ther MCA percent bv 15  percent and  strong

currency countrins by 1 percent The 1% percent 'eduction has benan

“in err'ﬁ sinpe 1078 and the | percen' | editirtion ~ae inttAackired
1979
Ty ~larifv the calcitation ~f the IACY percentage  the figur es presented o tahle

22 ran be ugsed The market rate of exchange cf the Relgnmm Luxembourg
Fconmmie Umov\“ ie 14970 (A and tha) groen rate e 42977 (RY Fxpressing the
Idif‘f»sﬂer\ce hetwean the market and jthe green rate as a parcentage of the
markset rate by calculating (A) devide by (B} times 100, minys 100 The 1ecult
i« 46 percent This is to be re;jvcedv bv 16 percent to mrive at the MCA
percentage as it is used In the ralculation of the actual MCA 31 percent
el . . . 2

o thoge countries  that d;n not adhere. to the <tint rtules of t;\e FMS
it is necessaty 7 r~;\I(‘ulat_e variahle MC/\'s,.Thic 4 dore hy taking the
unweiq'ted F"e?age ~f the percetaoe differenc: heturear: th- ~atoal FOUL - atee

f w AT mie tiiea o pranae o the fleptiie s e y P
o ! ¢ ¢ o



the central ECU rates of the EMS countries expressed’ in the floating currency
via the five-day average market rate. The MCA percentage. thus derived, s

- -

used to calculate the actual MCA as outlined above The same refinements apply.

,“ " in the days before the EMS, an exchange rate fluctuation resulted in a

e —

MCA in the depreciating or appreaciating country, leaving the MCA's in other
countries unchanged ;Th'e definltion of the ECU ensures that ‘the national
currency/ECU  Trate w;ll change for all member countries in the case of an

exchange rate change of one ‘of the members. and thus changes all MCA's (SEl.

189790

-

The intréduction of the EMS changed the environment of fhe MCA's In
1979. the Co?nrnission proposed a quL;idaTion of existing MCA's in fouwr years
and a phasing outl of new MCAs in two years the time in which. on the
aVérage, )‘the ag}iCtJItural econemy adjusts to an exchange rate change (ISF
1979a 12} No folrn.wal agreement has bheen possible on this subject. but there
does exist a workingA agreement between the FFC ‘rinember.e to liquidate new
MCA's within two years, ptovided fthat this does not lead to lower pr."'c:ducev
pricen in the memher states

The MCA< in effect on July 19. 1982 are shown in Tabie 27 noting
that a positive MCA meare the MCA ¢l a country with an appy ecizting "u"ﬂ";\\"

§

and a negative MCA that ' g reoney cithoa dopeeciating . r o

o

27 Fllerrte of RACA

2.3.2.1 Internal trade

'The MCA svctn('n Sistorts pr~duction  levels in each membear  state
Froduction of .wheat hag bren expande in countries with a - pnsitive MCA
because 'Me  MCA systorn kant  the  dernestic -price from falling and
inecrwagnd  the rv.«\rc;c'ir\n aklave  the level nffo(dé_d by tha Tarishile ey
mpeterp

MC & 'sn influgnce the demand side. They fore ‘all a dhmpaning of

derpand o dars sinting cinreney St ien A ) ey P N R
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Table 2.2: Exchange Rates and MCA Percentages, as apblicable in July, 1982

Country ECU Central Rate Green Rate MCA Percentage
Germany o 2.334 . 2.657. +112
France - ' 6614 : 6.196 - B3

T Italy B 1350270 1227.000 {variable)-6.6
Holland .. . 2580 . . 2814 + 7.3

BLEU » . 44870 42977 ‘ o= 31

UK. 0557 - 0619 -« . {variable)+9.6

: Ireland T 0691 0685 - 0.0
Denmark - . 8234 ©* 8184 (o),O

.0

Greece © . 66507 ’64.860 *

* Belgium/l_'u'.xembourg Economic .Union
Source: Toepfer, July, 1982

in appraciating countries.

Rodemer (1980), using trend- analysis, comes to the .conclusion that

\

the MCA system has turned back the structural changes which occurred ‘in,

the harmonization phase (1962-1967)" During this~ phase, those countries
with relatively low pre CAP prices {e.g. France and Holland) increased their

share of EEC output of agricultural. products rapidly. In countries with

relatively high pre~CAP. prices (eg. Germany. and ltaly). the share  of ~EECi"

output  fell or developed slower The MCA system effectively reverted

thosé structural chonges Countries  with  a  pasitive MCA increased their
percentage &f EFC ~utput  which for Germany was a “trend reversal and
for Hallapd = trend acceleration  Countries wit‘h negative MCA'SI saw their
per@entana  f EEC outpt fal'! French output increase was helow the FRE
average and even lower than in the pre-CAF period: Italy's percentage f
EEC ~utput has been diminiching «ince 1969

Vozeby and Venzi (1978, though ver\/\careful in their choice o%

words,  ndicate  that the PCA  gystem has favoured intra-FEC exports of

ctong currency countries: that in general, it increased their ~ompetitivenass.

'SFI (1979a) lists several oth~r effects including
a . violation of the prinriple~ ~f equal prices
b no more free movement of goods, between memher states:

o tadictiitaitionn of income ha" 11N n'm'-"'\o_’ statec

-
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2.3.2.2 External Trade

Third. 'country trade is subjéct to levies and’subsidies to insulate the
EEC \market from the rest of the world {see chapter ‘244‘2) Positive MCA's
are added to these levies and refunds and negative MCA's Ideducted from
tﬁem However, "ii vshouldq be noted that MCA's are internal EEC money
.kfiol\'Ns; the importing or exporting country nets the MCA against the
appropriate ,import levy or export subsidyA The levy is recieved. and 'the
subsndy is paid out before the MCA is applied:
’ For an exportmg third -country. this_ means ?hat the MCA's do r)ot
have an mfluence on the levy payable. MCA's do, however, influence the
net landed price - since the member state nets the MCA against the levy.
The net landed price dacreaeps with the -amount of MCA in weak currency
countrles and lncreases with it in strong currency countrnes Theoretically, s
negative MCA increases the propensity to import and a positive MCA
decreases it.‘v,'[hus, farmers in countrieg with an appreciating currency enjoy -
a higher level of protectioh, vis—a-vis, third countries than farmers In
countries with depreciating rurrencies -
' For EEC countries exporting outside the communm}, the M(;A do
Qhat‘they ‘set’ out to do they equalize prices at the border Thus, the
MCA‘s ensure that extra—EEC trade is not disérin"ir\atéa against ~n hthe basis

' . i :

of origin

1

2.4 Trade Regulatons

v

2.4.1 Internal Trade Regulations
There are three different kinds of intervention, A, B and C. of which
intervention A is by far the most important  (Toepfer, 1881). The intervention
e B

agenciesf"national ‘bodies entrusted with the actual administration of the CAP.

have - a  legal- obligation to accept grain that is offered to them at the
s T~ . - . . .

== - intervéntion price, sproyided that it meets certain  quality .and quantity standards

3 - . .
. = e . « ‘-
g . + El

-
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(see Appendix A for quality standards). The quantity standards vary in relation to.

different »mark'et situations and range from 10 tons in Greece to' 500 tons i
o T .
France -and Denmark vAIso, the qual.ity standards can be altered by‘t'he
Commission to allow for special conditions such as extensive frost damage. This
is Intervention A and is available throughout the crop year for feed wheat and
}'n the first threeb months of ~the crop year for wheat éf bread—making quality,
alt,hougha'l'im'ited ’a;ﬁwounts have béen accepted after this period in cases where
the market price fell well below the reference price. :

Interventuon B |s the offering of storage contracts to merchants to
withhold grain.. and thus forestall a glut in the market and Intervention C is
special intervention buying at the discretion of the Management Committee for
Cereals These two intervention mechanisms- allow for an active markét regulation
and are supported -by” an active export subsidy .prog?am. "

intervention stocks can be sold in the domestic 'markets. but only if this
does not depress domestic ‘prices. It cannot be sold at a pricen less than -the
'tnterventlon price -plus a certain margin This margin was 1.8 ECU per ton in
1981/82 Freight allowances may be paid to move grain into areas where
demand evists

To quarantee a continuous supply to processors, an end-of-season stock
subsidy s given Without it~ all not-yet marketed grain would be offered to the
interve'ntlor\. agencies in May, the last month in which the intervention price plus
increments is valid The height of thle subsidy is dependent on the difference
between the intervention price plus increments in the old markt;ting yéar and the

new intervention price. Tete T T ey

. L e e w _
o - - - N ;.
- e e B g -~ o - N L4
- - .

‘242 Externa1 Trade Régulatcons N ‘““f' .

| 'The dnfference be.tween th‘e lowest cif offer price- in .Rotterdam and the
EEC threshold -price, is apprépriated by the EEC via an »importsta;( Since the
cif price is not fixed this tax t‘akeé on the form of a variable., I'eVy: Tﬁe
lowest cif offer price is determined daily after sfandar'dizing all qualities of

grain offerad on the. basis of the Eurcpean Standard hy means of Ceefficients



_-of Eguiy_algpcé:(‘seg Abpepdix;B), Thus, not the absolute lowest offer price,' but
lowest quality adJusfed pri'c‘)”e(‘is used in the calculation of the levy |

The levy 1s applicable throughout the community with the exception of
Itélx, where,itb is lower to reflect higher transportation costs and poor handling
facilities The levy is also lower for certain countries with a special connection
to thé EEC. such as the Lome conference countries and several countries in the
Mediterranean basin

Irﬁportation is regulated by licences. issued by the national market
regulating autr:orities. Exports arfe subject to licenseé ton. This gives the national
governments and the Commission, which has powers to tg\por;u”v suspend
licenses, great. discretior;ary power in the direction of trade flows’

With  intervention prices .normally higher than prices prevailing on the
world market, export subsidies are necessary to market Furopean gran nutsicle
thé EEC. The Management Committee for Ceareale fixes there aubaidine o 7
weekly basis, taking into account

- grain prices in various EFC markets:

~ the mos‘t advantageous price quotation i the imparting " auntioe

- the stability of the FEC market-
The Ma&gement Committee for Ceareals can ~hange the subsidy rnud ael  if
market conditions demand this  Subcidies  alen  cary Cith the  Aistanea te the
export market

~Thus,  the subsidy \doés ot re?recev\t the difference Emweenj prices
prevailing on the world market measured by whatever prory  and BFC prices in

the same cut and dry way as wtth the levies The export shsidy s A ~antially

. -

a management tool for the mternal FEC market
Techrncajly the exports are divided inte  two categories  the waekly

fe}wder programme and the standing sukcidy programme  Under the firet  the

- ~

exporter submits the amount he wishes tc evport and the subridy renuired to
the appropniate market regulatory authority  All tandars requiring a subsidy  lege
than the auhsidy fiverd hy the Mansarment Comnittee  are  accepted '\rat

exparts a~ thie nute Uinder  the Intrer arain moves te ~ far  tpaditional angl



predictable customers such as Spain, Austria and Switzerland Subsidies  under
this program are set periodically by the Commission

Apart from these. there is the food aid program. Grain offered through
this program is free of charge Most of it comas out of intervention stocks
but in special cases it can ‘be bought in the FEC markat ~ auver mitaide of @
{saa chapter 4 173

The CAFP vv.as explictly (:'jl';CUSQed duining the Tokyo rounds nf the GATIT
In the political negotiations  the erternal trade 1 agulahions of the CAF have bheen
accepted by the other signatories inglidma tha IS This is the reason why the
GATT cannot be invnked hy ta IS it theh dissgreement v i'h ha EF r;\/er
the export restitutione bl the  FEC . o and did bying the WIS m’r'\m;

tnethrsdne hafare the GATT

N



3. CAP Subsidy Effect Quantified
In this chapter a quantification of the effects of the EEC pricing regime
will be gwen The amounts with which the EFC farmers are subsudnzea and the
amounts of wheat produced due te' this subsidization will be calculated for the
period 1974/75 ta 1980/81. and for 1985 1987, and 1890 A myriad of
assurptinng 1s neederd te male the tatter prseible The methndnlagy e modsliad
aftar 1 A0 119773)

.

1 Marthedaloqgy

311 Prices

The. FEC, price for wheat is normally above the price at which wheat 1
nfferad nn the spot market i Rotterdam Economic theory suggests that extra
production Cﬁrh‘é"s‘ forth at higher prices the relatinnshipy Fetween the two heineag
moeaeuracd by the cu[_;p-ly riasticity

In order te estimate the subeidy amount it is not necessary to 9o to a
detailéd examination of the FFC hudget True FFC money is spent to keep
producer p'i<*¢;" hera thay gra throogh intarvanthop buving and export sithgirheg
gut  ultimately it s not FEC money  that e oA fAr the cubgiciee It ic the

rongLme: i the meinber rrimtiiag ‘hat bearg the Apuie ¢f the cripgirization

the eonigghy the tay ny~ntar: stach v ae ! [reve et o~ thim T t thos r vty
and  through  the b- ire nf fooAd The e i oArme o the EE(C ig olse pardd hy
tha coneyrper The importer [ n_’\\/il\a thos lovy RRUELS tha igh t el lue

product in the FEC markete n' tha pricon 1o afng et s ar| he om Mhpe  akin

.
te 1ol the levy st onte the —rngumer

Qihaily is 1sRd hare in c h ~ad mener | ie it tue that the tuadu e

tercives v oar fual canthy payment e trreihne tha FIC aket noiee but ot o f

thue i can bree e vtualized a0 cubhgidy e he arvieant thiat wld !t ave

tex he e A gt v the et Jueer t g AT o e b die:\rr\éar Aver wet o
[ ATE [T Y e tan . - : Tevmiay oat the et b Thae the FSOC 1

%4 2 1

' .. R 1 [ ) P B ,.(\,”r,,.,..-m' PYRER ) N [ESETEE N e 0" | Bl

10



-4

r

.20
: /

The description of the CAP in Chapter 2 makes it possibie to find the
relevant price levels. The tbp level 1s found by seeing the CAP as an elaborate
system to ensure thej producer a certain prige The price effect of imports is
neutralized 'by the variable levy, the price effect of surpluses is countered by
export subsidies and the effects of macro-economic changes are delayed ey
the MCA system It 1s thus the producer price in local currency that is the top
price level determining the subsidy equivalent

The hottom Jevel the price with which the EFC price is to be
comr\arec‘i,, i1 less straightforward It 1s not realistic to refer to sorpething as a
free market price This assumes that it -is possible to consider the wheat
market without the CAP  that, if the CAP were abolished. all member states
would akstain from any kind of market interference on a .national level: and that
only the CAF stands hetween r1eality and a fieely competitive matket Since the
subsidy equivalent ie conceptualized as  the s;‘:bsndy to be paid to keep farm
income  ronstant in the ahsence of ‘he é/\F’. the price to compare the FEEC
price to is the price at which wheat wnould he available the mﬁrninc aftar  the
A digappeated the i’ offer prnice in Rottardam

It rrwgst bha clear that o |<.')w\ haui=tic r -preice An nvarnight  abelition
nf the CA' ol phinge tha  ahieat narl et inte chane futyres marketes  would
be 'seed pecple wendd hong o on to A omdead all their  atocks depending on
hay:  they rpactad i o anA e can Anly guage v here  the price would
stabihre again But  the = if poee in Rottecdarm can gprve a2 a2 tanl tn diecnver
whioh part of the FEC pradecar prce 's to be viewved as a subsidy equivaient
Al CAD ragudations are snily rereasary brecnruge nf tl';n differanre hetween the
price  inside  and Aprride the ecanceywrv'y b e der te ectirmate the affects ~f
these regulatns  the e poteide e TFC de calcyant and the i f ~ffer price
i Nettardasy de tha prica gt hichh a2t any aivan day o hest s aailahle st the
Vv dme b tha FRC

The  aahsgidy  emui aler! por ton tiraee  thae cacent level of preduction s
the  moet e the e ety of  the '-\r\rgw':l [ ~Aneting ;’WQ sub iy eauialant (‘;;\

(RN ~vpe PR | ~ o P o mntann ot e Rl r™rice the NN RA This
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percentage gives the- proportnonalh__ débrééée‘ in ~the p“roduceri-pr'rce - it the
non—subsfdize.d price level were to prevail I%. the non“—sub‘éidxzedpri"ce level & ~
were to prevall the margminal production would not come fort_h and the cost
would not be incurred by socnety _

Supply elasticities have been used to calcu!ate this marglnal production. A
supply elasticity can be seen as the pereentage change in output following a 1
percent change in price (ceteris paribus). If the PSE % _glves the percentage by
which the producer price’ dOes not . decrease due td'sut;sidizatlon then the»
mar ginal productnon due to the subsidization is glven by the mumphcatlon of the
subsidy equivalent percentage and the supply elasncny ‘

The EEC farmer reacts in his ‘prodructuon decision to  the Ieuel-of the-
domestic prices The producer price can 'be divided —into a market component
and a subsidy equivalent, with a corresponding seperation of h'ls total production

"

~into a market and a marginal pdr_fgidn 1f. the subsndy equuvalent us known 'the
ma}ginal production can ‘be ~.calculvated. , usmg euntable supply eJastacmes Thzs
mar ginal pr’oduction is the production due to subsidi‘zation, A

The supply elasticity is a marginal concept, relating the change in supply
tr the change in price  The marginal production of wheat in the FEEC s
detarminad by the difference between the producer price and the lowest cif
offer price If these twe prices diffar eubstantially  then the produyction due ta
subsidizaticn heromeés a large part of the total production  and it hecormes
queg'uonahle whether a3 margmal conrrept, such as  the supply elastiraty  ~an  hae

nged  Thia Auectisv b dier ceasd G e aen el s hapter 74

1.2 Structure

F‘;yodur.‘.hc)n is not  only  detarmined by price The  structure  of  the
agricultural eactar is aleo of mportanee e name but o few acrrents the =ize
Af frerne et logy ead Dyt o penpin ampleyad and suailability of
C et

NDirect FFR( expenditirec under the Cuidance Section of the TEOGA have

heen limited FFC pelicies directed at tha strocture »f  the agricultural  sector

R N
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remann undeveloped. although there have been several efforts to stimulate

structural policies, most notébly' the Mansholt plan of 1968, The expenditures
under the  (Guidance Section, althobgh growing glightly, are still less than 5
percent of the money spent under thie Section Gararftée
However, not al money spen!t on agriculture in Europe i1s EEC -money
Mar sh (1979 373) mentions that té;tal national expenditures on agriculture are
,‘»Wice‘those under FEOGA This Lf'igure. 1s born out by Meester (1880 1895192_)
_and by an examination of the recent West German agrlculﬂ.ual -budget (Agra
. Europe, Juiy 16; 198‘2) Most of ex.penditure on agriculture. spent nationally. s
spent on structural policies mcluding‘ social security systems for the agricuitural
sector, research. land amalgamL‘ativon. and trje- runn}ng of the agricultural
b-ure"aucracy> prbﬁér Most of rhe/FEOGA funds.' and the transfefs of money to
/»onal e*penditure on agric‘.ulture are spent on

the FEOGA are part of the na

- rprice -support: -Thus, it<tan: be said  that ‘roughly . the same.

- & -

amounts are spent on

T e o e e S

v a e e P

>

prices as on structure. . - o - DS

Money spent on structural measu.res only én:'fers into' thi.s. ‘stud'v' in an
indir_ect_ way It ;s .‘igjnorea Cin the calculation of -the p'r_oduction due to
.subsidi.zavt‘ion. On a vyear-to-year basis, the structure can be tsken as given In
thie study  each v;ar' ie looked at cqpef'ately and for each year the productiop
Aue te auhsidization is estimated without reference to the previnus years

The gtroetural improvements show up,. however a< par! Af the trang o f
evpanding  produstinn Tiaduction of  yheat ny most EEC courtries  arows
hacause of a shift of capital it~ wheat It also irrreases bhecause of the gamns
in  efficiency in the agreultural sector With the  came  amount nt  ecnpreas
esrs and mc e outpiat e generated the proadoction function is shiftng upwr Ad

Vielde ~f vheat  imprcovad by 06 percent ety can 19K 1/R%  and
1Q7R/90 iy fronme  with the FEC (Q) averpge invran~e ot BT 1 parcant the
lahmie fopea i agoealtine 1 now  half  of what it wae in 1GR0 and real
mvestment increased  twefold in Garmany and France  and  fourfeld in Visland

and Ralgiven in that tune parind (Aqrimidtoeal Ogtlamb grjoes anane)
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3.2 Data

3.2.1 Prices

The prices for the period 1974/75-1880/81 come from the Commission
(1982) The producer prices used are 'the'ﬂ market prices in local currency. if
available. of feed wheat Otherwise. the intervention price was used. increased
by the ten iIncrements  and * dveraged out over the marketing year The lowest
quality adjusted c.if price in Rotterdam was used to reflect the generally low
quality of FEuropean wheat This 1s the price used in the calculation of the
variable levy and is qguoted in ECUs The p;rice is quoted in unite of account
until 1'977/78 and converfed into ECU  With  most wheat in Rotterdam
denominated in .US dollars. this ECWU quotaﬁon is calculated. .via the S$/ECU
exchange rate which s constructed with th'e s/local curre,ncy_;market rate. .The.
ECU _quotation is therefore converted into local cirrencies via© the market
" “exchange rate The aVQfag_e market -é#éhaﬁngb‘ 'rét:'é was converted from value per
”nlr;mdar year to value per crop year o .

The estimated prices for the year 1985 1987 and 1990 core
Josling and Pear son {(19R2) They are derived as follows
The derision on ~ammon prices s assumed to be 'nled by
1 ne decregse i neminal pocag o each member tate

m-reace af natienal price jevel dnes ot exraead pravinus year g ot -y

lithing thesa broad guidelinee, three priring ctiatagies are distinguis' -~ !

a MaxMav inflation is compensated m all countrieg

b MinMase inflation e Anly  aompenéated i.r’» ‘the r(ﬂwntr\} with the loweast
inflaticn

' NMimye N iy inflatinn e nnt compenented  aply e ahgenc e ol oa osningl

rre decteann in acewn ad
!
Ta he ablle 1o actually,  ral late the pucrce pothie anspe ac e poge s e e (.

RARIRIA

R e LS LY AT RSE ! aetlob = uy 0 ~rer .t (R ety e Fhbgtee YR the e

L



lndepeneent econometric estimates supplied by the International Economics

Division, ERS=USDA are used ¢

4  Exchange rates reflect infiation rateldifferentials the = Purchasing Power
Parity theory; | | ‘ ‘ |

5. A revision of the ECU definition restores tl;le _situation of 18789,

6. The worklng agreement to phase out new: MCA's in two years is
“honoured The green rates will follow the market rate with a vao year -_lagl

>

the interim period bemg ‘covered by MCA's ’
Assumptions #1 and 4?2 give the development of the market rates of exchange
#3 refines them and #4 determines the green rates The pricing strat'egues 'are'

determined.
4

The “world price s assumed lo be constant in real terms in 1978
dollars Sirce wheat ic denominated in US dollars in lnter_natienal trade the
hom.inal price. of wheat will follow t‘he us inflation rate EEC - currency prices
can be calculated The warld pr ice uq‘also preeented under the assumption of 3
Ereal annual price change »f ° parcent The choice of 1979 as a hase year

seems- wartanted The Ag“uhﬂldy amoinint that year was closk to lHe'average.for'

3l memher ("fm"fvie's Avd alen the production wae clree to the trend (U Mberyan

1gRM

e the  raled'atiarees i thig” Q"\El(“\l tha FEC  prices  according  te the
Minfiay  etinteqy o ' ke cimed ‘Yhi'(:._ prce  path e the ~lngert tr the price
develapment e thes 1Q 7 0e e oA pri(‘n A e tmed cdar the qecipnyhone

aof conatamt a0Ad 2 percent annaal derieaging  prices The assymption nf a 2
) .
percent annual increase in world price -P(as to be rejented on the ground of
mc‘onsrctency with the resiits of the demand praiections used. in this study (see
‘chapter 4.3} wor{{i price is not the Inwest .if offer priee n l'?rwtterdam f
however. the 1979, fowest cif offer prira is inflated at‘the UA‘ ratn. 1l;¢=-
results are very close ta the ones presen'ad here It should also be noted that
the 1nsling ard Faarson sluf“v. caleylates {argét pricer  Tqo  wonvert thlmse "o
inter rentict e reg wyould give 2 cornhilanra ~f acrnar [P Y R .;«\' oat

"y tmicractn Thim toe ne! rican hinve }'\Ql"\ 'vunlyit—nnnr‘
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The Josling and Pearson study indicates that. under the MinMax and the

MaxMax . . pricing strategiés, the - EEC . budget will be exhausted .before 1990,

c.:r”e\aﬁ'mg the need for either an increase In EEC income or the institution of
quantity control measures. Here it will be assufned that,” if" necessary. the EEC
member states will find a way of funding all FEOGA expénditufes. it has been
suggested that the entry of Spain and Portugal will .be an auspicious moment to
increase_the .1 percent VAT “contribution {Blom.and ,Meester, 1882) -

‘ Feed wheat pr-ur:es“'. }wa—ve been used throughéut,ﬁx alth“oug:h there s a
reference ,pr;cé for »wHeat of 'brgadrﬁaking"qgahty. However. no ~tatistics are
available  bh the ahrrocu;\t‘s',T dff."vx{i'\ea.t“ bén;ght at thm price",.' Thus  the ~subsidy
amount. 1S somewhat un'derc.shmated‘ ”'I’hiS under estimation 'ns redured by the fact
that the Inwest cif offer price 1s used throughout while the price of wheat

of hreadmaking quality should he compared with the price of the Neoth
“ ‘

American hard wheat varieties

222 Supply-.

Production data fo'v thg pericnd 1974/7% 1980/81 cnme from  the
Commiscinn (1982) The data are for soft wheat Data for drum wheat are
available but hav‘e hren left out of' the analysia bacauce of thr differet end
use Durum and soft wheat 'akeﬁ together exhaust the acreaqe Y RPN PN Vot
Ilev pyeductinn data of havd:\/vheat' vatieties are available

Nata an the axpectad production i 1985 1Q87 and 1Q80 came ‘- om
I himan (1Q80) lsing "ehd anglysis. tha area afd Jiald in the memhqr =tates areg
aétin\aféd :m‘d I p'f"dw‘tim\ ectimate e calrulatad Nhare data o1 the u\(.iimdn:l
nountries  nere not available, FEC  averages wwera used  The armlyci‘r- Aces not
distihiguish fnmvveén '"ieo-ft wheat and durwn whaat Tar France and Italy  the only
two member r-,o(,m"h:;:‘e:; which g ow durum. this has heen aciusted by aeel.n«"\'\ir\g
the durur acreage ronstant at average lewnsl nof the peried 1974,7%-1978/80
150 000 hentaras in France nnd( 15 miﬂllmn hactaras 10 Italy H"\e durum acteage
v franeca  caries aronnct the average value  In ﬁniv it e relathely atable  The e

R . . 4
fipe ae are aennrally v lee ayith Rocddez et oal 11980
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3.2.3 Demand

T

Utilization data for the period 1974/75—1980/81 c;ame from the
Commussion (1881) They include seed, feed food. and industrial use of soft
wheat. '

Expected utilization Of' wheat in 1985 1GR7 and 1990 has  heean
assumed stahle at the 1979 RO level /Th;e can be defended on the fnlinaing
Q"ﬁ;mds : ' o .

L Populahon 'grq\/vth rates are "very small ~or even negative Wnehlken and
S.alarhc‘)r\:L‘;‘g—B?.) in a. disagaragate study. put the rate for the EFEC () at
009, with the range being from 037 for Germany and 043 fer France
Other studies use higher 'af.PQ hut  these are  older :mld on a more
aggregate leval (eg. USDA 1971 1978)  The Woehlkan and  Salarmon
estlrna_tes are i hne with fh_nsé‘~uséd by Roddez (T-_980) and sI_ig_h_tl.y . Iowef

f‘han those in Uhlmann (1880) : - | | ‘r

? Aggregate EEC wheat renuirements have heen stable over the past decade

(LJSDA. 1981 14y The ‘'otal utilization of soft wheat decreased in the

period '973 T4 107R "0 ith an annoal rate ~f 03 parcant Tomimicaion
1982)
2 Per caput use f cereals for buman conagmptinn in deriaasing  himann

1820 Wanhlken and Salamon  1982)

° he fead sector is the only dynamic elemer! 0 wehenat chlgaten ot

\,})lik‘c?‘:1\/' 1o e A ar ':‘.L/H‘\ (‘(:\';)Er‘sv\’e;\’ f;)( \/'/Im;-' tiee l
The fadd  induoat y 3! very o eogt congeinas The iea nf neey gram {pert
ingrechents mereacad 250 percent hatwaen 1974 and 1979 (Toepfar (M
LISDA 19810 the pr-odﬂl"'ftld"“ nf b.ér'v\ iqr_“rea;edd 250 perrent  hatwearn
1060.64 ard 1980 wuhile the tatal g At production ing eacnd 150 per~ant
the silo pricing eystem will leave it to the markat t~ Ffind prices fon

thé dif‘ferev]r graine o alative to then feed vnhia

© [he ‘1979/80 leve!l of wheat utilizati=n ie elightly  abosve  the  ausirye  »f

1974 7% 19RO Q} it e tha level m he firg* \eoar ~f|th«‘ [Z1AVAR ~hizh

pramicqe lpns  Aramatic differencees  in ot aal reice e nr T R TR &



stable demand structure - It also should be remembered that the prices of

1aRR  10R7 and 1990 were estimated on this basis.

3.2.4 Supp'y Elasticity

The supply elasticities used are an amalgam bf estimates from Aifferent
sources The choice of supply elasticity s critical  for the size of the
praduction due te subsidization The literature on thiz subject yields the  supply

.
placticities for whaeat shown in table 3 !

Supphy becomes more and rﬁore rarpangiva e price v ith the inclperan
of time At any given moment the eupply s fixed It is only f one looks at
supply ovrr  tme that there s 3 possibility of change  Supply can  be
manipulnted  via  the planting  decisions rf the indwidual farmer  and via the
variable mputs such as fertihzer Over the banger  tarre all inpatg ~an he  seen as
variab's  aven land and technology thhis  aver the Ilmng term  supply will he
ma and more sutject ta charge the supply becomes more and ore  etastic
It ig therefmre ta g eviectrd that SUP\'"\/ mlactirity, estimate~ that are dervad
fremy A leveg time  eerier of  nrodyction cnepanens '~ price phanpgg\ will e
bigher  that those dAerive ! frestn =hvsrter tme s@ring 01 (1 0eg ~artiona!l data

Fode the 'V the elagticity eatimates that vse a har= patind befare the
LW & entry intes the FEC range from 019 1 N1t One 2;"'°aqe te-ponen ~f
V17 g rapdrted  Thie ang Atidy tl\fn .ﬂmi.{(.# Hm' /! u"“rm ié?ﬂ\ r;\"f/c an

ncpeage ' aspnanse nf ONRKR ang a2 vinld r1eennnaen ~f N7 raeguting In R Qurr\ly
| v

reaponee of NKS  Naes for heland  the ectiunatee g n frmin CA% hefarg o

VAT after 1977
Tatinstoe  for pre CAP France range frim 02 to ' NG LISDA (197 1)
rejacte the tugh estimate (Qury  1966) because of the strong (inld increases in

the hace parind used. However yield increases remained high at 21 rarcent

1
annyally  throvghout the seventias (Agri ubural (atleod \ago t TARY Thd TRNA

AR

19 7R} weom 2 eage rosp e v 7 angd a0 ! ooy LA

.

B R f . . e v [} Y
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Table 3.1: Supply Flasticities. = ,
Author Country Elasticity Base Period
Hill (1965 England/Wales - 0.23 18251831
Qury (1966 France . 0.9-1.0% 19461961
Jones - (1887 UK - . 0.33-041 1924-1938
Colman (1970 UK. Q.17 w5 1955 - 1966
Ferris (1971) UK 0.18 1969-1873
ireland 045 1969-1973
USDA (1871 UK. . 0.4 1964 1966
' EEC(B) 0.3 1961 1Aae
FAO (19773 Developed 0.4 na
Countries .
PINCT A 01QT7 A0 Developed 02-04 “a
Countries
Adam- 1978 Developer 057 g ran e
Countries
LIS raTm EECIB) O 7wsen na
FEC(R 0O BRwwr -

»Quoted in Askari and Cummings{1976)

»#Quoted in Stgrn et ai (1876)

s»uxAcreage Responee to Price

na: not available

EEC(6) Germany. France ltaly. 'lolland, Belgium ~nd o web o
EECLY United Fingdam  beland aned Denvoo b

The hig': ectimates ~f the 'ISDA (1978) are diract price elartigities. which
are  used i eomhingtion  with high  ~roage slacticitien hatween  graine The
de\/nlrxpwé;\t ~f{ cepding patterns mder the AL th~ =t ang acline ol eats pined
1ye the -~light dacrease g wheat anresge and e i s i b e e
seranagee Aa not falsify these high alasticitiae

Qeveral nf the estimat ~ are awpli‘f'itl\r ' o . elagth Ve H all
astimates haue honrr\ " sate”  =apoally heenice the atability n the icae
developrrment i the Frf(f Ghime the  dietinetion et ee e lang » ' the ghert
fun The final choice f  slacticities e it uencsd byoa 1 efarnre for recent
material A estinates on W lisagaregate level e high e al ~f EF( pricas

and  for eevarst crnantriee the euh~tantial increace T i aa rf‘rnpavr.‘" te thetr

pre AT la.nlz make the - aee fer literature that i ldae 7 yeare The WA
cyateir:  thoy differen es in farm  atricthine Letweon bt erintia s and  hin
AFle oo s RN VT-%._ F o Spman vt North ey v B pere tie .

f ' - f . + ' ~



.o ' . ’29
.. ', .

The literature - indicates that the supply elasticity at the level of the EEC
brices might be higher than at the IéVel of prices outside the EEC. There might
.be a marked- impact of the shift of capital and technology into wheat and of
structural improvém’ent_s in the ‘EC agr;cuItUral s.e>ctor‘ on the production decision
'of the farmer.

To accomodate this observation, a high and a low elasticity have been
used for each countryAiri this study. A low one: ‘0.35, being the average of all
estimates except USDA'(1978), Oury (1966). and‘ Coiman (1870), and a high one:
085 for France, being the average of Oury (1966) and USDA (1978l 0.85 for
" the UK being the estimate of the USDA (1978) and 0.80 for the rest of the
vmemb,ér; states, heing the USDA (1878) estimate minus 0.05 to account for the
difference in farm structure between’ the UK and other EEC importers

The éhoice of two elasticities for each c;ou;wtry and their use throughbut
the period under observation implies that the supply function that underlies each
of the estimates has a constani elasticity.' This assumption can be defended on
the grounds that the period used in this study s rglatively short
1974/74-1990 It can be argued that the agricultural practice'sl'\}\;siyll' remain
relatively constant over this period | .

it can also be argued that _the‘ supply response of 'EEC agriculture  will
not diminish if the price changes are Iallge The use of the marginal concept of
supply elasti.cities is not fialsified by thé size of the difference between local
produce? prices and the cif price. and the ensuing volume of the production
due to éubsidization Elasticity theory assumes that the farrﬁer responds to a
change in prices The relatively low income position of the European farmer
assures that the individual farmer will respond to price increases. even large
ones. by production expansion. The high producer prices and the increase in
productivity during' the CAP years have not benafitted the farmers as much as
thel sur;pliers of inbut’c {tSE! 1979 a In income, the farmer has stayed h&hind
comparable workers .i;,‘s nen agricultural sectofs. Production expansion remains 3

necessary way fq.réach a fair standard of living.

1
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St s probable that the supply response depends on. the |evel of  the
price.- with the lower supply response when -the prices are close to the -cif
price level and "the’_higher “supply response when the prices are close to the
EEC level. This concept of ‘a .c'hangingmelasticityb has not been incorporated here,

' butb can ‘be used: tozr:int'erpret' the results - using'the high an‘d the low estimates
Lo ‘ :

*as a ranges rather than as separate results. °

« e . B S = QR e W ®a - w

s

3.3 Sample Celcuiesion and. Presentation” of Results -
The calcul\ation used is a simple one. .The differenoe betw‘een the lowest
.cif. offer prlce and the EEC prnce is the Producer Subsidy Equivalent (PSE) and
is expressed as a percentage .of the producer price (PSE Percentl. The PSE
amount represents the part of the' producer price due to the CAP To express-
the fact that the CAP brings forth extra -production. the production at the c.if
level is set at 1(50 percent, equalling the total product;on to 100 percent plus
supply response percent The supply response percent is the PSE percent times

the elasticity The actual amount 'prodiced due to subsadnes follows qulcaHy as:

.

[production/{100% + supply response'%')] X supply response "’/o

:Fable 32 prsents theé ‘PSE percentages for 1974/75--1980/_81,_ for each of the
member states. Table 33 and 34 give the estirnated quantities-produced due to
subsidization for \Q74vé75-1Q80/81 and 1985, 1987, and 1990 respectively
~The total f‘or the EECTY has been graphed. in figure 31 The complete results

nn the country level :are presented in appendix C and D

3.4 Interpretation of Results

B must be stressed again that the production due to subsidization is not
actual production that would not take place in’ the absence of the subsidization
It ids nonsense to reflect on the. EEC grains system without the CAF-‘ The

production . due o subsidization'.is' an analytical concept designed to measure

¢



Table 32 PSE Percentages for EEC Member States 1974/75 1980/81.

iy

o

/'\pr\qrv(ﬁv

31

1974/7"~ 1975/76 1976/77 1977/78 1978/7Q 1979/80 'IQBO/BT

Germany 0
France 0
-taly 0
v N
BLEU* 0
Holand 0
Denmatt 0
Ir @land 0
PERERIRS
:»Belgiwm/Luxerﬁb'-U' o Femee

6800

727

"0 09
4015
4780
3162
4564
a6 17

4867

10 OR

4582

4076

4029

21 0R

n227

33133

213K

367!

35 4R

1919

20473

19 NA

RISESTY

~i
~4

544
2077
1Q NI
904

- pa



" Table 3.3: Quantities Produced due to Subsidization, under the assurﬂption of
high and low elasticities 1974/75-1980/81 (in 1000 tons).

lL.Low Elasticity
1974.7%

Germany
France
Italy

UK
BLEU*
Hoiland ,
Denmark

irelard
Trtal

TO0ODOOCOOO

Viigh Fleesicoje,

Germar:
Fran—e
Italy
UK.
BLEU*
Holtand
Denma!

It elar!
Ioenl

s leleololololole)

S TR TR WRE 1A UL
T vy i 1

1975/76 1976/77

8979

2122

359
466
110
83
75
27

Rkl

1977/78

1807
1703
741
'005
213
163
148
e

AR

1130
2011
385
576
132

83

64
31
1119

1878/79

2190
1876
811
1245
258
167
129
51

Lo RN A

1977/78 1878/79 1979/80 1980/8"

676
611
102
555
57
27
17
5

20%0

FIVER

1675
1585
228
1228
120
59
38
10
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Table 3.4: Quantities Produced due to subsidization, under the assumption of
high and low elasticities, and under the assurmpption of constant and
. dechnlng world pnces 1985 1990

low Elastlmty

Germany
France
Italy

UK
BLEUx .
Haolland. -
Denmar ¥
Ireland
Ytal

High Flact iy,

German
France
Italy

UK.
BLEU*
Héttand
Denmar!
I mlge ol

¥ oSely ntoxant

constam world price
i real terms

1985 1987 1990

1220 1307 1435

2519  2629. 2759
503 499 492
732 754 - 780

_ 131 1360 . 140
_9$ .97 100

74 76 79
30 31 32
R302  ®R2Q  BA17

constant world prire
it tasl terme

1Q8F-'» 1987 1890

2549

2380 2801
5731 3991 2310
1012 1005 995
1543 '591 1654
260 270 280
187 193 199
147 151 157
60 72 64
0 : L [rav

world price declining
2% annually in real
terms
1885 1887 18990

1337 1280 1698.

2860 3114 3512
580 603 - - 642
841 7908 1 1022
47 . . 158....17B....
106 - - ¢ 11340 - 1257 -
83 89 99
.34 37 41
5988 6302 7314

»world price declining
2/0 annually in real

terms
198"‘\ 1987 1980
570 2820 3228
€363 5891 7704
1146 1187 1252
1737 1866 085
288 308 338
206 220 240
163 174 191
BN 73 20
[N A IR ICER RS 1ror N

e

e
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~how ~much  of. the actual rpréducti"o'n can be consrderéd to be.vre'late'd\to :‘t'he.:,
"_exrstence of the CAP lt should ‘thus’ be' no surprnse that lt |s possnble for the-
- atmount. due o subsxdlzatlon to go up -and .the actual productlon to go down_
Asimultaneously,»as for example, the case in 1975/76-1876/77 1t should also be
no surprise that'it 1s possible to hév:a relatively high total production and no
\'production' due to subsidization ‘as in 1974/75 it is simply that no part of the
EEC producer price in 1874/75 can be_consfdered»szSIdized

The results as always. reflect the methodoldgv. and the assumptions It s’
. the difference befw'een the producer price on the loéél level and the 1bwest
o ¥ off“m‘ pglée“ ,r“)‘eotf?fdam that determines the quantity of total production
that can he considered to be due to :'stigsidhati;n The  price differ ence i
lustr ated in - igure 37 The comumon intervention price 1€ veed hefore
1980//81. and the projected comman target price for 19RS  1GR7 and 1990
ta  approximate the ~pvm‘iucnv price  The lowest cif of‘e_rApv'!ce 1s used until
1080/ 1 and the projdcted world: price constan‘t in real terms and de_cl'mir'\q at
2 percent va yedr fr \QQF;T 1987 and \990 The different national price le els
dile to the MCA 'f:yc'ei‘n makw it h\pr)cgihlo te gv;lnh the (vice Eiif‘fercv'rw of
the FECQ) ascurately. but Nigie = Y2 dnae midicats the F-vir-::s mievarmente o Hhe
parind under  canesidar ation

The -magamitude of the estunates 15 mme fikelty  undet agtunatad than
over eectimated Quer estimation can mrdir hecause f the choice of 2 too tigh
suprly elasticity #Thig has heen ccrontered by the. use of two e'nsf"tltv astimg'es
the lower »f which ir defenitely conservative Lnder  estimatinn ie the ragylt ~f
“the failure te includa all national programmes  that influance  the pvédxi("ic“ of
wheat in tha FEC  What g ralfvlated  hare, ‘e the 'pv'ndl‘»"tion due to the
pviatence of producer prces o the FEC which often e r-eed the prires outside
the FEFC Other influences on the praductinn of oheat hao» oo discented
~f Mg lepds to an under - estirmation

Tha estimated pvrwi-!,:r'inn figres f‘r)r the years after 19RY/8 are trend

;
figir me and  thug by v an ~r Aerty Arvelopmont  The reculte for the production

et eobosidjzation i tha  {rrocaet, rarind are  anart ftom the toathe ol ey

9
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MmMax pracmg strategy means that the common prlces are . mdeied for mflatnon

in 'the“ country “with  the Iowest mflatlon

" makes” it possible that ?‘eal

nflation and apprecnatlng currencies

“however,

. ]:hék

low

spead with  which  prices ' countries with

rurrencies fall in real terms,

The world price Is constant o declines

v

1S Adollare The S mflatinn rate e

rate  egpecially, in the firet yeare of

and world prices cwvidene The effect of the
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unreasonable If the underlying “ahalysis has identified the” relevant variables and if

the assumpt:ons about the behav»our of this varable do not clash with reahty,
-then the forecasts can glve an’ indication of what might develop in the future
i ma;or changes ta‘ke pla_pv the forerasts wm have to -be’ ad;usted They “can

serve as a ‘general picture. of the futurs in which the oolxrymaker can intervene

and thereby change i

315 Effect on Canada

The wheat nreoduced dus ta sybaidizatinng in the FEC can be 'iewed as
Aisplacing  exports from other rountries  |ess wheat s imported inte the FEFC
rountries  and FF__'(‘ wheat takes axport opportunitiee avay from  the tr aditsainal
avportars in other markets Thue the tetal amount of Wheaf produced due to
arheidization QIVF‘\" an ospporturity tn ectimatn the nost te Carscian farmers

The lrss to Canadian farmers can ke approvimated by multiplyng the
trta! nvn"\uv;t nf vsheat dieplaced by the TAT by Canada < &\nr“;rical sl';are in the
woerr'd whimat o mark st Thie givers thin tetal amasor . of  Conadian whaeat digpl:cq:i by
the CAT Multiply  thic amac by thae Cancdiar avport prece (f ek Thuncer  May)
arfd R rast tn /anadian faccare e jorn Tahl~ 2T gitme  tha e s0lt~ in
millinng Af  Canadicn '\Mll:’vrr‘ for hevthh Yhe bugh and  the e artimatens Teo ot

thpr/ et in 7 coate gt s s to appavicrate ta fatal pepor b @Az Qe

£ heat  This A by e Iy cthipl g the tetal vk st ey te by the
froh Theadgs Ray pvire Foe AT R i he st by Tar acbiany Tarmyr e cg g Hhew
range of 3 ' T poreant of ool [EEEESREE AN Yo LAANNEARRR LA s I EYETS B [RAEARANNA N

hhvatvumely 22 andd T [rer cant

A note o f gt e Nnee lad The marl ot sh e app ~ach ty the

EY
'

actimation f the cn~t to (Canada nf the TRC sube’ fizatin is valid in an far the

n":cw'vlr\tu\n X I SV AT T YRYLYE V) o oall o thent rahidt It iz nuestinonakie her e oy

that [reoe B ft rheat o Canadin i whe ot At direc!t oy r-']vn(/r: all
m= k ote The Affareone - R tyrne s ! "N ad ety e ot e el by
Boae g Tty conump i Sate yn A A

Lot 1 1



Table 3.5: Estimated Cost to Canada of EEC Subsidization of Wheat
1974/75 -1980/81, under the .gssumption of high and fow elasticities (in
million Can,$). . '

L4
e _n_Evla_S“ti-City T

Year ) r “L_o\_/ B ngh
1974 7% on non
1975, 78 13Ae 291
1a7a - - o1 2 287 R
nn-7 7R 126 0 PRER
jQTa Ta 114 1 210
197 Q/an e n 2100
rane m \Qnd -\~ A
Tatal nONR

Sourcns
USD/ (1982 fcr M yadas marl ¢t ¢ arn .
""WF‘ IR TR SRR LR Y SRS KR SUNEY I AN

H '
[N R



40

More imporltar\t ts the price effect of the CAP on the world market

b

The extra production that comes forth due to the subsidization of \;vheat i the
|

EEC bas a price depressing effect on the world market price of |wheat Each

and® every ton of wheat sold by Canada fetchés a lower price than it would
have if the CAF did not exist This pri"ca effert has not bean incorporated into

thig  ~tody ket Tetuaedel b Lept o 1o wpiher N retina the  wnakmr = gy an "

PP
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4 FEEC External Trade and Global Demand
41 EEC Fxport Patterp ; '
411 Historical Overview
The FEC has heen an exporter ~f wheat (inveluding whinat fiowr)
thr ~ghont the 190 0e and 19705 te percentage share ~f glf»bal trad~ has heen
rantidarahly abhnve 10 parcent tnce 197079 |n 10901 22 the PR acr ocunted
f T4 A petoent S the glr\hal trade  and evpevted VYR il et tannes
ISOA 19601 i tIRY R3  2n aatinztad 1R ryulbisn et teroae il e
'
availabia  for pwp rte ;’\Pll"“"‘g 45 vt owhneat o oand T3 it oidl (Treapnfer
Ialy 1187 Tha FFE(C hag eg'aphiahygd ne!l 2 A Mmae facter G the heat
e kst oand o the  yil at flew Pl ey e L L I - N L L SRATALEL
i e ngrieet chigre
ll e avportabh'e aurplaye ol the FEO g he determine t fianm e figunee
et b ehapt Y7 ad 1D 3 0f tnprcte v e iane od e foar thm W agatn
o f ¢ Tlemny ity the anvplll' vl e R i " naw e sl
v 1QR " Anel 13Q gyt e e TQQOH
Aoy 2 BEC el v atptec -"v[“". ~ved vpres ! ont gt e faoonee
by he v b ey e £ [recrtn ey th [ e Ay anet Marnear k. gre
Lt [ ~ e bimat A ' thy e anne been b are net g ctgee Foaneao
vy e , . I+ ' a Y N TR v fate o AT peo e o mpraing:
o It sy the @ o' pattary of Foanre that 2 relevar © here
"ah| 1V by they cumevt ottt my Faamnne oton el poyve "he arpegtar e o f
fof e pvt aeperially Tty Nty as o ber by b enyeh heat e b et
{1 The e et pattarn dlearly shnae the  lana tiae  wwhich Tranece  hae | opst
Coith Corusy Moytvie~ fipe lyeie g Vit and ite o !1[\|'ir‘:\| v reition ~lenee P
e th fri-a The antrelly plary o e neonwes  are gett Wt e hant
r vt LT R e awp et e e b o AOO OO0 and OO0 0O 4 e
. e 'ax N Ce o ung . e b e R Py 19 4
o . P .
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1983) But Africa remains most important and .more specifically, North Africa

If we look at wheat flour by itself. it is not only France that needs to

be considered. Germany and Holiand are and have been major exp_quters of

flour. The destinations of flour are concentr~ted in North Africa and the Middle

East {USDA, 1981). Fastern Eune hac b/~ a moi v market for German flour
) .

a

-

4.1.2 Framework Agreements N

More and m&é gran in 'internaii'o‘r{a\ trade “’;-néves under  framework
agreements These are cohtfracts, mnstlv betvyéen goverr}énents covering more
than one vyear. and stétinnc maximun a1 minimum  quantities, while details such
as price and exact amounts are lo' ‘o . early nnbofiations between the partners
Bain  1981) '

The Commission bv’*;Jg'\t'the iHea of long, term agreements forward at
the end of 1880 in/ a \strategy paper called Guigelines Yor  European
Agricufture There exists at«gi.ldtera'l dgreement he’tv\;een Franre and China which
was sidgned in 19RQ. previding for the supply of 500,000 to 700 000 tonnes
of wheat over a firee wear period stating in 1980781 (WC 1982) The
Ff‘énrh govarnment ic alse activeh pwrsuing a bilataral agreement with the USSR
High tevel contarte ha o~ taken t'~a (g~ Europe, Fast "Eu:ope Agricvtthare
October 1982

‘ French wheat has \l'ia;ﬂ dif ieulty  finding boyers in China and the UISSR
recently, because the export restitution that is available, does not make “the
price attractive enough SHA 1981 Aqra Europe 19R2)  This poinfs to the
imporfance of prices in the diraction of trade flows. The wheat thét does go
to China has been subsidized above and beyond the export restitution by 2
freight subsidy. - -

The traditional evportars USA, Canada. Australia and Argentina, depend
more heavily on the axport markets than the FEC and all. with the exception
of the US. have gbvernment agencies that rontrol the exports Stability, through

“framework agreements is therefore mnre important and more easily executec

for these countries than for the EEC

A
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The EEC has, in its export refunds. a system of great flexibility The.
system is capable of clearing the market at all times. Therefore there is no
urgent need for framework agreements
Many national governments have resisted the - d’ush of the Commission
towards framework agreements An agreement in whid&h‘ the EEC is a partvner
brings influence to the Commission National exports, financed with the help of
EEC funds keeps the locus of power at the national government level Besides.
only France has sizeable exporﬁable surpluseé, and the two 'framework%’
agreeménts mentioned have France and not the EEC as a contract partner
What re'sults is thg it is unlikely that the EEC will engage in framework
agreements. But there are indications thaa?\t(--%g’e export subsidies,‘ as determined by
the Commiseion. might not be enough for France fcrcing it towards ways to
stabihze its c;xpOrYs It should not be forgotten that the production éffect of
the CAP not only increases produntion in Frason byt alen rechrna ite tr pelitienal

markatg i ~ther FROC rovntniag

413 Food/Aid

' FEC food aid did not exist L—;efmp 1968. It r:n‘mnq nto  existence  unders
the Ford Aid Conventioﬁ of 1968 All aid ie given free ~f rharge and freight
charges are often paid by the Community  as  well  Aid s dietribiited on  the
hasis of~need (NP per capt! in the iereiving country.  and ite  hatanee  of
rayments’ position ('COIY\H\iQSi(,)"\ 19872)

The food aid issue, like the framework agreements is the locus of
tension between the member statas guarding their sovereignty  and  the
Commigsion hyin‘g to itncreace its influence Food ai:j wag originally unde very
close scrutiny C;f the Council  hut in 1875 the namission  was  Qiven  orpe
leeway by setting  minimum  and  maximum  hour jaries  viithin which  the
Commissin  eculd  uark  Ho ievar  Commiseinn preposals to inenr-g e 7o
and ;r‘bpe of the fiaad oid peomgam haoe faund litte  anppert T the el

(Talthert 197
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fable 4.2: EEC Cereal _Aid 1968/69-1979/80 (in 1000 tons).

YEAR _ QUANTITY. YEAR JUANTITY
&

1968/69 ' 301.000 1974/75 643,500
1969/70 335,500 1975/76 708.000
1970/71 353140 \ 1976177 720,500
1971/72 414,000 ° 1977/78 720.500
1972/73 464 400 . 1978/79 720,500
1873/74 580000 - 197Q/80 720500,

Source Commissian (1982)

Aid is given in the form of grans mik products, and hutternil  Table

4-2 gives an overview nf the r~eraal aid {Commission 1982)

42 EEC Imports

The CAP has greatly diminished the importance «~f the FFEC as 3 rarkat
for the traditinnal evporters  The nead fer inports is ratermined hy the ectate
of the miling techvolacy  'he imports consigt mainly  of  hinh  Auality  high
protein wheats froam the LIS and Canaa 'o up~ade the ety of flape milled
internally. Tinee hresd s nnt the came 3t ouar the FFC - jt @ tn he experted

that there are large differarces i inpoct Jousle Vatwwenn the mambar  ~ayntiee

|[‘\dopd the averaqr preotain content Af the floan veard - ariea oy Q0 perrent
i luvemberrg te 172 poreert e West Germany {0 1977) Ag e ahem ac in
Tahlese 43 and AV the 1K ic the onily deatantisl  iMpEorter  accounting for
:\npvrvyivn;ﬁtply ha'! f all pvtra 1'T0 e te Tiya  Caradign [ eennoa iy thie

s et i gt ong

Ve futire of FES mparte will dapend on 'he average FRCIQY import A~
Canasdian  ~heat fer the perind 1971 74 lQQ"/NB 1 mee o aound the 1R million
tAane The aflfact of the CAF an the (Capadian espnrte o Waeant Furnpe can be
cann if one concidere the winhers from hefare the institution of the °°F  The
average Canadian wheat ~wpert to West Furope  ahich Yie A amea ok slinhtly
lacger  than  <hat ie new the FFOQ) in the perind 19R0/G 1. 1962/6 Towes B3

ditheens tane  davelopimeote e e cnilling and Bt en terbianb gy iend The  trondd
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Table 4.3 Canada’'s Wheat Exports to EEC Countries {exef. Durum) in 1000

tons

1974/75 197%/76 1976/77 1977/78 1878/73 1979/80 1880/81
Germany 15‘ 1 1' 313 52 ) 12 0
France 4 . 2 3 6 0] 4 0
Italy 122 243 333 132 168 95 238
UK 1543 1179 1382 1484 1305 1354 1397
BLEU# 44 2 30 71 32 6 0
Holiand 148 7?8 119 124 4 23 9
Denmark 0 0 0 0 0 0 0
ireland 0 0 0 0 0 o) 0
Tertal 1R7A 1465 2210 1R7TQ 15NQ 1104 1nAaR
» Belgium Luxembourg Economic Union
Souwrce Canadian Wheat Board, Annual Report

18980/81

Table 4.4: Canada’s Share.of Non-FFC Imports of Wheat in EEC Countries

{axrl Durum) in percentages

197475 1975/76
Germav 35 26
Franre 63 29
Italy 314 169
UK <84 n34
BLEU 148 4
Holland '82 23
Denma ! 00 00
I efaryd (Y oy 0.0

Source Derived frem Canariign \Wheat
Commissior 1982
Mote Both sour es do mnt uee e e~

;'\|r,'r~l'¢'()r’ BN caprtie,

e acd~ the 1 se b e g rayaarn

a0
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consumption trade  and  prices of gramne cilgmore hhveatoelk  and Iivp,lctorb
progucts

Different sets of  equiliprium  values are generated berause  different
assumnptions © (alternatives)  ahout the variables determined autside the model are
used Theee -’V?!'Iahlc*c the externally d@'nvvvnrw;d part  ~f  the mode!l  nrjude
dem;nd shifters  surt as population and ncome - growth rates and consumer
preférenco variahlee Also  ncluded  are  supply  shifters  technology \{arlah‘nt
availabibty and coste of agricultinal inpiite natonal copynerical and  agricylte !
practices  anA yield g wth r‘a;csg

Theee wvariables are fed inte the formal mathrmatical model  specaified te
capture  the interactinn  of  peoduction coneumptinn rradé and nprices for  the
coammeditiag under concideration They ran ke gyﬁuped tm <:h’\bw the  majer
componants. demand ar;d sopply  for hvestoclk  damand  and =upp'y for feod and
faedaraing, price  linkages «within  =ginne reannal  equilibrnpn g atioae P
it anns hetwean regione  and globkal equibhrivun aquatiorn =

Mt ~f the naoda' rell the eiilibrium »l\uoé ot production, nsumption
trade ad pricac the ocrv"w;‘ ‘g varishlee Thece varithles are nver: fe
forntean aeparate convnadities i taenaty ainht Tegiene of the warld e Chree
year avgracs ('OR8G 70 197 1/7 7 wa veed ae a bhase for mwpictione e TAR
The model ha~ heen nsad te male projectnng to FO0C 0 oo sl

4 . A
vl e an aqorenate form (Rt s and O en 1Q7H)

Siv alternatve agenafios a'~ given far the externally detarmined varinhles
They range fr' M alowed income growvwth  and e import dpr'nand ronplad with
the aysoe-ful unplemantatic n of  proter tioniet policies 41r~ grereleratad P sAuctior

i 1D e g the ¢ontewt of ligh inrame graooth orntge ge ! ctoang import clamaned

Thye ty et e vetr qeenanio vy the it ot A ~f e pevtera
acgunne higyh ne e Q- /,/?‘h [T-X inrrpacon pveete I Rt g lly e d
r
acan nine lapvane ard pich |17 e ne prodestiaty iner e eee iy | 7~ a b loegn
tradde et i~tircie o tha jract o the FFC Tihvwe yistede " LI T iont
import ~F the RS vt Q milbon tonner ar ! a nie! i ! e

'0"’\00 vt 1 oe . v 1 e [ ,.‘a" -y ‘ Iy b
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Only two scenarios yield EEC production figures that are in line with
those used in Chapter 3 The furst one assumes income growth on the trend.
import demand constraned by high natinnal price levels in the EEC and .lapan.
emergence of USSR as a net exporter of wheat and a reduction of limborts
bv the USSR ahd Eactern Furope The second one vses the same assumptions
axcept that income growth rates are set one-third lower The first scenario
yialde ann EFEC v hmat production of ’lli 74272 900 tons and no exportable swplus
Canada ewporte 14 milion  tone (24 percent market  share'  under \hese
assum;ﬂons The second ceenarig results in an EECI9) producton of 4R A27 ROD
tnrnl\es and  an exportable  surplus of  amact 4 million tons (7 percent market
share)l (Canada evpnrte 1730 million tans  f wmat e T1QRE (24 percant of  the
Wb iagr b et)

177 Trend Anralysis Approa~h

D iyinack and  Rre ‘ght {(1QR 1} evamu e via  trend analy et the oaps
he! vep conegmpticn and producten for o mpine trading regent The hac'ir‘ 3im
f o tig etudy et resaarch the fimdamants! o e e es dhiat padesiliz the
- apid nvpanzion ~f 1§ "qrain ~XpOts

Far wheet  practction and  conswption tende  ae  calculated  for the

(NANN G

agete an (Uanads and Mot alia Al ey ter s ~yrh pe tappan and Ching 1t 15

she i at the HISQR W~ heen 2 et paeter eirice tha late 'MARNDe  ~nd  that
Nerterts Finere Farares any ayp et iy 'ATN The aggencep ~f tend analyeie
Apyiende that  thie Tocontinne  ter he e e fuaheg e es are nint tgken
Habes vty it

Ero o the verdd Ie~e the UG it v ghown that the product i ~f wheat
dne ot beap op s the (\f,,\g..,.‘pnm. v 1QRM the gap is 3% rillion tonnee
and it e gre ving by 0O T mitian 'opnee a3 year This ragute v~ ehy v tfall ~f
R K] anillidn tannee i 1QRR and A7 QN millinn ternag i 1QA0 Thue  ehyeytfgll
can e lillar' by the 11€ whirhh has a cwrrlos v 1QRND of 3B il Y‘ngq

Attt thje I L FEEYERN h\, v il tou giAn oy o ar Flesin o vent the V1 C WA a

voactern Murngs LISA and thare  Thina ' ~up  includes majrr "“DO'YB;IS,‘:
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ac'regge constrants by the mid- 1880s because not only wheat bt also coarse
grains and oilseeds show an upward production trend

For Western Europe the gap between the pr 6dllCthH and  the
consumption trend s calculated at 5 million tonnes and it 1s growing at 062
millian tonnes 3 year This leads to a surplue of 771 million tonnes n 1985
and of 1081 m:illion tonnes i 1990 If 1t g nnted that non EFC Western
Furopean raountring  are Dot mporters  than thoﬁ’e hqlnqs should be mrreased
shghtly te arrive .at FRC figures Franct erports to nor EEC Waestern Furopenn
counttias ware 0284 and 0274 milon 'ni\r\es m 197Q and 19R0C 1 egpectively

It 15 acsumed that the Canadian ’\fcmwtimav and  /foastraban surpluses will
have n~ prohlen finding a market This is mplied i the wheat daficit that the
group n ordichke thay e linnpad teaether M 2 e sarnte el e tar e

shawnwea

13.2 Felnctie Approach

A eynthacic of r(eliable infarmaticn and <shart run predictiong, which are
avtrded e the time period to ]39(‘ is rresentad hy Ricltar (1QR2Y)

The averags impnart demand foc the yeare 1978 R0 and Canada e share
i tha market are the atarting pomnt ~f this ~nalyeis, which ce‘nters on  velimee
ant prricee fhrires have hean diccounted due te importance of dameetic polie,
qoals o~ major importers (LISSR China  lapan and FEC) in thait impert desisine

Canadae market share is assessed at 18 percent in 1G81:85 and at 1A
percent in 1QRQ/Q0 Th= 168 parcent is a reflaction ~f a trend towarde supply
diversification by major buyers. notably the USSR in the wake of the 1980
grain  embargo by the 1JS: The tntal vnavt«s;t arovth, the effective. imp et
demand f~r graing e cmt 'R' .75 to 1.8 percent per year. This g owth rate ic
modified by assumptione ahout the aqriéultural cactor ~f the ()JSSR and the FEC
The 1IREP js ewvpertad to nead only small quantites of wheat in the second
hatf  of the decade due to ‘'»w populstion  growth - rates and  gradual

mprayvemernte i diepagabla incariYe which  will faver feedgrains over bread grain

N Ry L N Y s LI T S A A exppr'!nr—l tn b sy the top end Of the CyC1e inetanc



of at the bottom end resulting n ample supplies The EFC e expected to

increace its market share due to the CAP.
bl K
All this results m a foreign import demand for Canadian heat ~f 1R &

)
milhan tonnee in 1QRA. 85 and 21 H myjllban in IQQQ/QO

134 Fvaluation

large crale 'mndele gich ac the GOL morel have a strong norrhative
element They are not built to fit the evisting situaticen  statistically  but  to
approach the evicting relatinnships  The GOL mode! 1s an equilihnium mndel and,
theref~e hae tn yield ndu”ibvium tesults  This e not alwavs true i the real
wnrrld  SHIL a large measure  of realisvv'\ can be reached and ecpeé:ial'v the two
scenarine that yield reeslte compatihle with the productinon data l.lf‘-Qd in Chapter
3 <counAd jeabetic after the faiiuvn of thp 1982 GATT minsterigl conference in
Geneva and a  contimned lacklyster perforrhav\ca of the world aconomy
Ramarkatrle 1g that the results for Canada shoa  a very  high mark'et share (24

and 27 percentt v hila the - nhpnes exported remais fainhe dev 1140 g YRR

mitlian tons? Aahite  for EFC‘ th'e markgt gharer are a2 Lt lpen e the Vo o~
bemee iy the caeoot paet (0 and 7 parcant)
Maly tha moeat cautowyg od e b einpe crn he dra 'Yar e YA

anliited  nepert demend e TDAF il e gy e mpettoe L the ””;Q‘;.%
Camct e hge b he evpe ‘ad

This roorlusion e euppoerted by the e vlte of Wamarlk  and Predatt The
118G haa e aheat to evieart i 1ORF and 19Q0 than the ract f ‘he e |d
neerds In the: analygie the 1% ‘z cagn as the residuyal supplier It e 1o he
evpected that the adjustment in a =ituation of ~versupply will ha hein hy  ~ther
expertare  as well  The inst!'tinnal  arrangemerts make ¢ Aanada rore vharahle
than the  FFC It she'd be n\mtefi howe o that  trepel analysin hr a2 etrong
fantra nf inflexibility What happaned i '~ pagh ot pappen i s faten

: ‘ »

Tus 'z dabatakle  eepe ‘ally o the LIGSN

f¥etver e analycie takge poccible » and reueraate int ar st It i glen the

anly o lyeie pres [ L 1 R T L) NS S RN I I I o L.



of 1980 into the picture What thus approach loses In mathematical rigour it
makes up for in its approach to common sense Here alse  howeveér is the
picture one ~f limited  feregn Aamand  Fupartere will et earh  ~thay in the

markat plare



R Conclusion

One major and twn nunor lines have been spun in this study  The majr

-
z

one 1s the ectimation of the affect ~f the C:\P on the praduction of wheat in
the FEC  thhe asgtimationr ¢ bhased on a detaira,d look gt the AP The  rvaner
snee ara 2 exploration of where this extra praductinn favda te canctat andd o
the a=neral demand situ~tinfe o the wverldg .\I\’h“"‘ tmarket

The Ma\/plnv*n.mv\! b the (CAF .g;r,...,,;,, s analyere o the  ~annt y layal
Frice ol y has rermamed the majer toenl te par v the ‘nronie geonalg ~f Cthe

B ‘ ’ © .
Traaty, ! Neyom  and the JVICA  eyrtarm mmpkes he (cen vy natiygl miv e iec

v

Aifferent -~y each ~ther i rrdar ta e~tunate the offecr b the OAT on the
production ! haat  the Ja-al rvndice prea 1g ~omparae vty tha e at
vebiets achant i availab!'~ o1 oan, grven ~ay at ‘the ke der* ~f o the  Uaragre oty
the e Vqs§' et offar pore i Nettardam Tha  Aiffer-nre b tvuaeens thaee ' un
prices  can e gamn ac A =aubeidy fren the rens ther - e the FEC cevvntrie st
the farmers The «]n:'-tﬁy of - weat preduced  duys to Chig enbidiraties are
estimated neia eupttly  'oaticitiee Apqy eaated foo e TR0V the e site i ange

e theeusand teeng) ae eatlepee (AT (EAI P ADY R0 tYyT T TN
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Tying these lines toget're} the foliowing emergnes  The FEC will increase
its expartg v a- market that has de‘finim grov/ah himits  Jt will  thhis inecrease  its
market chare FFEC gran will be especially ~~mpettive 1 the Narth  African
Middie Fastern and Facternn Furopearr markete  The "I9S will he an ricertam
mporter but f it decides te vnport Furopean gran 1 te he vac(‘"gd‘ {:\3 tak e
ite_shpre FEC preeon e v the Pacifir Rim coge' 1ea cate tha ewe apthian ~f the
Fioncts ey calan, o retnam v il et he tneqe  Aue oo the bagl o onep tatinn
covete oy bech il patoan additions! gtran on thae FRO agdoat qoe Yve s o1 it

P
arilhyeie! s Me Q}‘V;Ql(‘,af barrie: tev e l"("'té are to Ve pe ve 0 \ Vo
ISPRINE '4"velobed Fr:l" mfracty smtin e ‘

I Can: ta e CA biae meant = Ae-lime  in the coporte  te the FEC

rneﬂ\ho' statoc e ncreatad campetites e een ol othen mark nte oapeially
'
Fqéé&sv'\ Tarope the VISTHan g fheothern Afroeea Dorcr ean whegt tne digplaced

Canadiar whicat a4 hae  thie  canatitited 3 ¢ st bt tha  Caradic f e The

et ol the A1 ta the Canadian farmer has been mitigatad h the  heo veey

1

A the et pheat market  during mosT of  tha  histtvical  pe o Aep
’\
considtration A SR PO 3\"' Ql_l[-r‘;‘-‘e Arrinag the  farer sted tie - B N o
T 41
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sold t~ Egypt w Fabruary 1983 s heing provided  to the millers free ~f
~harge  reducing the cost of the flour (evport FIK) There s alee a blended

export credit programme tr encourage the ewport sales The PIK  progranvne
[2%

paye the farmers wheat in Aquar'ttiee e to 85 rercent of pormal hacyest  te

abstain fram plasting o« heat The offert »f theee programmes s Already h@in9

falt 4 «cale of ‘w2t ban veng bHlended - raedit dermimnietee e Conadian

expyert proaaibil e tes o tbye e biteeally (Cacadian maarbed ! 3y the sthoen b
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mo';?"\‘/ from the consumer and the taxpayer to the producer In the.lS
the afforte to reduce the carry aver stocks, hoth in the domestic and in
the evport market have heen fvinaf\"ed out ~ff the general tevane Canads
‘:an’not hope to he able tn affore similar meaciinecs

Study the a'=de (~quiremants in thae maior markets for  Coanactian wheat
ecpecially y tha Pamific Rim countries I a situatiom ~f ineraased
r~">mp4.~';nm\ nf FFC . haat it e necessary te ¢ vacentate " ““‘io markats
rher e (anacts has s laeational advantage  ~va  the FET The acidie Rim
eyt i by Bl gnd nvrenvar . ey haye b oaditeer Iy bern a7 an
[RET t o th 3t tha ¢ ) haeyg [ RT¥el PR g @

'} tevyp oo Cye



e

v

Biblingraphy

. & - .

F. and Behrman, J  Fconometiic Mod=sls ¢ World Agriiultura
Commodity Maystts: (ocoa, Cof’ze, Tea Weoi  Coticn Spear, WV e
o= Camhridge  'Miaese  Prllinger '97A .

cope Ll Agre Furepa doedAanyy Ltd yarage frenme 1T 1 1G0T

"opefast Fuyrcoe  Ag Ccultus a Month ¥ ! v e
L P T L L EA R IR a [0
), Jut ok N ashvapap e e Memen ) o e A

S e s Ko TN (Yol

"oand Caeeowngs L Agrio e Suppiy o Recr o T

/ AT T P A Toseqer vrn
, 4 , . .
ange  in t 2 Imsrnaticna Grain lr2ce 4 the 1€81°  Waeshina

Thite 1 Thatee Depiact it ool Agriedboea 00T Hrer T r1amy
and Ilenster  Ge it Parsor! inter o L Foonane !
ERES S IR ;"\n Vloveyogem T o ternbyer rany

Erneng, K1, Trank WV and Lommer CODonand Estimatic © 190 )

Fraod an ' Poricettu ' “omresditias i B0 g0 Plemnlber T -
/ AN AN B ' AT [AR] \/‘ ' 1o ')/ L ¥ ' (' ﬁ)

Frnens M Frank Vooand L mer et Qe 0t

cor TEROR, FLT O Aermhe State : C

el Feane o N Leve

ternz' onal Moy vt e '3in 3 U N Hanna SR BTSSR 0]
Trne o7 ' f e ' v ol e Vel
1Yy T

hept ! 3/ Rep: ot wee! " ~nt Board,
IR R

v of the [firapean Commutitier fa titio CAgiceli o (Ians /g

(lon Y v Sepoyt TQRT B el ! L T T R I
[P e R [N { o . y ey

"Attitucles NS ¢ a e Politir v code T i me

Froe ¢n s ‘ e oo ' N \

LE.' ' 1 N 1 .



2 | ' | ' . B7

Commission of European Communities. Agricultural Markets, Prices, 1973-1981.
Brussels: Commission. of Euragean Communities, 1982 '
o . . )

Commission of FEuropean . Communities. . Yearbook of ~Agricultural  Statistics.

Brussels: Eurostat, various issues.
: \'..,../‘ N

Doll, H and Waeber, A "Long Term Projections of Grain and Rice Yields~and of
the Total Agricultural Production” un Furopean Review of Agricultural
Etonomics. Vol 6 4 (18979

de, Veera J. "The Objective Method: An Element in the Process of Fixing Guide
Prices Within the CAP,” in European Review of Agricultural
Economics, Vol 6-3 (19789 ‘

¢' ~
Food and Agriculture Organisation Agricultural Protection: Domestic Policy and

/nternational Trade. Rome. Fcnr and Agriculture Organisdtion 673/lim/9
{1973\ . . -

i

Fennell, R.\ The Common Agricultural Policy .of the Furopean Community
London Grenada Fublishing Ltd, 1979 ’

Fennell, R. 7The CAP: A’ Snythesis ¢! Opinion Ashford Wye Coliege. 1873

Ferris, J; Josling, T; Davey,.B. Wseightma P: Lucey, B. O'Callagpfar\,_L.; and
Sorenson, V. The Impact on (/.S Agricultural;.Trade of the Accession
of the UK. Ireland, Denmark -7d Norwa to the E(  Michigan
Instityte of International Agriculture '071

Ferro, O Lechi, F., and Ricci. © “italian Attitudes .to the Common Agricultural
Policy.” in Prospects ‘o1 Agriculture in the European Economic
Community. Edited bv ™M Trarv and .. Hodac FPrugge de Temple,

- 1979 pp. 378--394 :
® .

Heidhues, T. Josling, T.° Ritson. C. and Tangermann, S Common Prices and
. Europe’s Farm Policy. london «iTrade Policy Research Centre. Thames
Essay #14, 1978 |
e

International Wheat Council. Reviewof the World Wheat Situation 1980181,
London International Wheat Council, 1982

-

irving. RW. and Fearn, MAA Green Moaoney and the CAF. Ashford Wye College.
Occasional Paper #2, 1975 -

S:E1 "Agricultural Integration and E'cohomic and Monetary Divergence’ The
5 Hague' Landbbuw Economisch Instituut 19793 (Mimeograph).

ISEL  “Landbouw Integratie en Economisch—l\/l;onetaire Divergentia” The Hague.
Landbouw Economisch Insgituut, 19796 (Mimeograph).®

# | o o



Jabara, C. and Brigida, A Variable levies: Barriers to Grain [Import in France,
the Netherlands, the Federal Republic of Germany and the United
Kingdom. Washington United States Department of Agriculture, FAS
Report #1586 (1980) ‘ :

Jabara, C Trade Restrictions in- Intermational Grain and Oilseed Markets: A
Comparative Country Analysis. Washington United States Départment
of Agriculture, FAS Report #162 (1981)

Jabara, C “Effects of MCA's in Determining Rates of Protection from EC Graiﬁ

Import lLevies. in (Canadian Journal of Agricultural Economics, Vol
29-1 (1981) )

I
Josling. | T Developed Country Agricultural Policies and Developing Countryv
| Supplies: The Case of Wheat IFPRI Research Report #14 (1980)

Joslhing, T. Langworthy, M: and Pearson, S. Options for the Farm Policy in the
European Community. London: .Jrade Policy Research Centre Thames
Essay #27 (1981) ‘

-

Josling. T; and Pearson, S. Developments_in the Commor Agr/eu/iura/ Policy of
the European Community. Washington, USDA-ERS FAER #172 (1982

Koester U “"Requisites and Possibilities of. a Controlled Nationalization of
Agricultural Policy.” in /nter Economics.March 1981,

Langworthy, M., Pearson, S and .Josling, T. "Macro Economic Influences on
Future Agricultural Prices in the European Community.,” in  European
fes iew of Agiicultural Economics, Vol. 81 (10R2). -

. \/\

['Furope Verte. "Le Probleme des Martans Compensatiorrs Monetaires — L'Fiirope
Verte (March 1978) S

lifestock Feed Board//ain Facts Montreal ‘Lifestock Feed Roard. various issues
1974 1883 '

Loseby M. and Venzi, L. "The Effects of MCA's on EC. Trade in Agric'ultural
Commodities,” in The Furopean Review of Agriciultural Economics, Vol
5-3/4 {18978).

Marsh. J "UK. ‘Attitudes to the CAP’ in Prospects for Agriculture in  the
European Economic Community. Edited by M Tracy and | Hodan
Brugge: de Temple. 1979 pp 364-377

Meacter  Gerrit. Doeleinden, [nsirumenten en Effecten van het Landbouwbe;éfd
in Ae F G. The Hague Landbouw -Economisch instituut, 1980

Morris € "The Commeon Agricultural Policy " in .Journal of Fiscal Studies, March
19RN



TS

59

Peters, G "The Green Pound - A ‘Symplified Expository Analysis.” in Journal of
Agricultural Economics. \70|. 311 (1980)

Richter, J "Review of Demand Projections for Agricultural Export Commodities.”
Edmpnton: 1982 (Mimeograph)

¢

Ritson, C. and Tangermann, S "The FEconomics and Politics - of Monetary
Compensatory  Ambounts,” in Furopean  Review  of  Agricultural
Economics, Vol 6-2 (1879). .

Rodemer. H Die EG-Agrarpolitik, Ziele, W/'rkun._aen, Alierpativen.  Tuebingen:
. JCB Mohr Kieler Studien # 164 (1980)

Rojko A, and OBrien. B "Organizing Agricultture in the Year 2000 Food
Policy, Vol 1-2 (May 1976)

Sampson, - G.; and Snape, R ‘"Effects of the EEC Variable Import levies in
Journal of Politiral Economy, Vol 38-5 {(1980) ‘

v

~

Simpson. G ‘and Yeats, A "An Evaluation of the Common Agricultural Policy as
a Barrter ~Facing Agricultural Exports to the European Economic
Community,” Amweriran .ournal of Agricuituial  Feonomics, Vol BG-1

(1877) S
—
Stern, R Francisl J: and Schumacher, R Frice Flastirities in /nternationa’
. Trade Toronte Marmillan 1976 ‘

v aa ot

Swinkank A “The 'Objective’ Methe A Critique.” in Européan Review 1
Agririitural Fronomice Vel R 3 {1979) ’ :

s

Qwinhart A “Eur~pean Community  Agriculture  and - the ‘NMorld Marb et "
American Jawrnal of Agricittiral Fronemics, Vel 02 2 (1aam

L

Talhnt R "The European Community's food Aid Program An Integration of
Ideclogy, Strateqgy, Technolray and  Surpluses,” in /oo Tolicy Vel

4 4 (November 1979) 3

Tangermann, S §"Germany's Rola  Within  the CAP. Domestic Problems  in
International Perspective i /rurnal of Agricul’tural Feonamics, Mo
0 3 (1979). ¢

Tangermann, S. "Germany's Position on the CAP - Is it all the Germans Fault?
in  Praspects for Agricultire in the Enropean Ecoromic (omesiniy
Edited by M Tiacy and T Hodac Bugge De Temple, 1979

Tangermann, S “Agricultural Trade Relations Between the EC  and T>emperate
Food Exporting, Countries,” v Furopean  Review ol Adcice/tys o/
Fernomics,  \/nl % 3/1 (197R) {



60

Tapln. J "Demand in the World Wheat Market and Export Policies of the US,
Canada and Australia’ Correll  Cornell University, Unpublished PhD
Thesis 18969

Toepferia) The E.£.C Grain Market Regulation 1987/82. Hamburg Toepfer
: International 1981

<

T«&Nbr,(h) Market fRrview. Hambirg Toepfer Intermatinmal  various issues
1980 1483

Uhimanen S ‘Langfristige v orschatzung der =0 fGetrpidever e~ gung
Agrarwirtschalt, Vol 2G-8 (198aM

United Nations  Commod -ty Tirade Statistics MNew' vel% thited Nations  Statistical
MPapers Saries N various 1851188 :

United Srates Department of Agriculture  European Comrmunity  Graip Ffelicies
and [evefopmeris  Washington UJSDA FAS TG A2 83 (1G81)

Urited  States Department of Agriculture. A/ternative fuugles ‘o Waerle Food in
7985 Washington USDA-ESCS-FAFR #146 (1978)

tited States Department of Agriculture Wor/d Demasnd Iiospects f¢ Grain ir
1980, with Emphasis on Trade by the less Develnped (oot ies
Washington USDA FRS FAER #7% (1Q71)

ettt By and Salamgn, G ‘"Bevolkerungsentwickelung 1ind Nachfrage nach
Nahrungsmitteln in Westeuropa,” in Landwirtschalt unter ve'a2n7<iten
Rahimenbs’inciungen. Fdited by Bockenhoff, E., Steinhaves~ "1 and
ve o Ve ff v NMopneteor bandvictsehaftyarlag Skl 1R

el A and Bredahl M "The World Dimensinns to US  Agricu'tyral Trade.
i International  Affairs  and ~U.S Agric ture,  hy 1D Perry
Founda*ion Col'nmbia\ University  of Mir-en Vapoovltoeal Ewvperiment
Statinn . Speecial Nepprt #2959 (1QR0)



Appendix A

Minimum intervention Qualities 1981-19R7?

Soft

sound basic gran
in %
grain other than sound
basic grain in %
| broken grains -
2. grain impurities
including:
shriveled grains
weevil, damaged grain
grain with
discoloured germs
grains damaged
during drying
discounts for
broken grains from
-grain impurities from:
" 3. sprouted grains max
. «discounts from:
'4. misceflangous - impurities
< in¢luding
harmfull weeds
heat damage
ergot
discounts for
impurities from
Minimum wveight in Fa
Maximim manigtip »

Source: Toepfar 1QR)

Wheat
88
12

12

12 W

s

68 72
14-16

Bread Wheat"

30

(D16



Appendix B

1981/82 Coefficients of Equivalence for wheat

in ECU per ton . -
Origin . Quality
(I Soft Red Winter Garlicky 11411

Soft RedWinter |11
Western White I

Soft . White il

Hard Winter/Dark Winter (41

guaranteed protein content 124% or less

guaranteed protein content 125-12.9%
guaranteed protein content 13- 13.4%
guaranteed protemn content 13.5- 13.9%
guaranteed protein content 14% and up
Red Spring/Northern Spring/
‘Dark” Northern Spring I+11
guaranteed protein content 12.4% and less
guaranteed protein content 125-129%
guaranteed protein content 13-13.4%
guaranteed protein content 135-139%
guaranteed protein content 14-144%
- guaranteed protein content™14.5% and up

C2nnda No 1 Canada Western Red Spring
guaranteed protein content 12.4% and lesr
guaranteed protgin content 125-129%
guaranteed protein content 13-134%
guaranteed protein content 135-139%
guaranteed protein content 14-14 4%

. guaranteed protein content 14 5% and

Argentina Bahia Blanca/Necochea
Up River (Rrosa Fee)

' : Down River (Ryenic Airec)

Australia Fag

Har d
Prime Hard
. g ateed prnteir cantent 1A% and e

Sweden
Bulgaria
Romania . -
Crimt nien type 441

type 431

type 121 (SKS 1M
guaranteed protein rcontent 14% and up

Cmwen [r\gpfer 1001

A7

Coefficient
to be
deducted

‘

302
453
453
453
10 88
1178
1268

13.60
1451

1148
12.39
1330
14 21
1511
16 02

1209
13.00
13.90
14 81
15.72
16.62
10 88
10 88
10 88
816
10 8R

1461
000
272
453

10 88

12 69

15 1



Appendix C

Production. Consumption, and Price Data, plus Estimated Quantities Produced
due to Subsidization, Under the Assumption of High and Low Flasticities.

for the EEC Member Countries 1974/75-1980/81,

for nntac cee the end of the appendiv

673
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i , D,
Notes f ‘
Sources: J
Commission (1982)
FEOGA year—end statement various issues ’ ¥

Market rates of exchange pef calendar year have been converted to rates. per
crop year

UA. converted to ECU via 1 UA= 1208953 ECU

B‘ellgium and Luxembourg ‘have been taken together to reflect common Eurostat

practicéA The market exchange rates were given seperately, but the Belgian rates

-~
-

have been used.



Appendix D

: -
Production, Consumption, and Price Data, plus Estimated Quantities Produced

due to éubsidization, Under the Assumption of High and Low Elasticities,
and Under the Assumption of Constant and Declining World Prices for EEC

Member Countries,&1985, 1987, and 1990.

)

for notes, see the end of the appendix.
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Notes -
Sou_::ces- Josling and Pearson 1982 Uhlmann 1980 Calender year figures have
not been converted into crop year figures If acreage and yield estimates were

not available ther the average eStimatec for the EEC(9) have been used



