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KAREN J. FRIEDMANN 

GERMAN GRAIN POLICIES AND 
PRICES, 1925-1964* 

Few matters of agricultural and trade policy have aroused as 
much concern and discussion in the postwar western world as the common grain 
policy of the European Economic Community (EEC). For the member coun
tries the problems attending its formulation have been thorny and are still far 
from settled. For other countries, especially the large exporters of grain, the con
sequences that are expected to flow from these policies have been of interest and 
concern, as the importance attached to grain problems in the current GATT 
negotiations testifies. 

All EEC member countries have found difficulties in accepting the common 
grain policy, both those parts that have been adopted and those that remain the 
subject of controversy. All of them have voiced protests and urged revisions. But 
there can be no doubt that the greatest single obstacle by far has been German 
opposition to reductions in German grain prices, reductions which the Commis
sion and the other member countries consider part and parcel of grain price uni
fication. The Commission's view that German grain prices must be reduced is 
fully shared by grain exporting countries outside EEC, who insist, however, 
that the Commission's proposals are not low enough. It is all too evident that the 
closer the unified grain prices are set to the high German level, the greater the 
danger that the present large import needs of EEC will dwindle and perhaps 
even vanish (43, p. 267). 

There are strong industry, consumer, and foreign policy interests in West 
Germany favoring downward adjustment of German grain prices. However, 
the unbending resistance of farm interests has so far gained the support of the 
German government, which has refused to go along with proposals that would 
require price reductions. It is clear that the successful farmer resistance has deep 
roots in history, and particularly in the past agricultural policies and programs 
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of successive German governments-from those in power before World War I, 
through the Weimar Republic, and later the Nazi dictatorship, up to the present 
administration of Christian Democrats (CDU jCSU). 

Many questions now asked about the stand of the German government on 
grain price unification and about the probable effects on world trade of sug
gested EEC prices, levies, and controls can be well answered only on the basis of 
knowledge of past German grain programs and their effects. The primary pur
pose of the present study is to provide the kind of historical record of German 
grain programs and prices that will be useful to economists and historians con
cerned with such questions-not only those questions on which attention is im
mediately focused but on related problems studied in the future. 

The scope of this study is thus limited to describing and partially analyzing 
German grain policies, programs, and prices of the interwar and recent postwar 
periods, with additional description of the common EEC grain policy and regu
lations to which West Germany has had to conform during the past three years. 
Essentially no attempt is made to examine the political, economic, and social fac
tors responsible for the reported changes in German grain programs or for the 
common thread of "protectionism" apparent throughout. Nor does the present 
study attempt to analyze the effects of the various past grain measures on do
mestic grain production, use, or world trade. Some of the most important of 
these effects and their implications with respect to announced EEC goals will 
be appraised in subsequent studies. 

GERMAN GRAIN POLICIES AND PROGRAMS, 1925-39 

Protection of grains is a policy of long standing in Germany. In the fifteen 
years preceding the outbreak of World War II the form and degree of protec
tion underwent profound changes. Three periods may be distinguished within 
this span of years, each associated with the economic and political events of the 
time and each characterized by its specific grain protection measures: the rela
tively normal years of 1925-28, the Great Depression, and the Nazi period. 

The Late Twenties in Historical Perspective 

Until the Great Depression, the tariff was the only major instrument ever 
used by the German government in peacetime to support domestic grain mar
kets.1 As early as the 1890's, however, this instrument had been made more com
plex and effective by (1) the extensive use of double tariff rates for individual 
commodities (a basic "general" rate of duty and negotiated lower "conventional" 
rates available to all most-favored nations) and (2) the introduction of an import
certificate (Einfuhrschein) system that permitted duty-free imports of certain 
grains or other named products against prior exports of specified grains, oilseeds, 
or legumes. Thus, during the eight years ending August 1914-when the out
break of war resulted in cancellation of existing German trade treaties and tariffs 
and in the imposition of direct import controls-the great bulk of all foreign 
grain imported into Germany was admitted either at reduced conventional 
duties or on the basis of duty-free import certificates. In terms of relative ad-

1 Further'details regarding Germany's tariffs, associated trade treaties, and import certificate sys
tems during 1880-1914 and 1925-30 may be found in sources 86; 85; 75; 77; 97; 3; 94; 92; 6; 4; 1. 
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vantage, rye and oats, of which sizable surpluses were produced by the large 
and politically influential estate owners of East Germany, were favored relative 
to wheat and barley, for which Germany was substantially dependent on im
ports. A very low rate of duty was collected on feed barley, which many small 
farmers preferred for feeding hogs. 

After World War I new tariff legislation was not passed until August 1925-
almost a year after an Allied-sponsored currency stabilization program had been 
instituted-if for no other reason because Germany's authority to impose tariffs 
had been rigidly restricted for five years following ratification of the Versailles 
Treaty (January 1920).2 Scarcely less important was the fact that import duties 
on agricultural products would have been senseless during the early postwar 
years of food shortages, chaotic price inflation, and low consumer buying power. 
Nor would substantial duties have appeared appropriate during the crop year 
1924/25, when short world wheat supplies raised international market prices to 
the highest peaks reached during the eighteen years 1922-39. Indeed, grain mar
ket conditions in the early postwar years following World War I made govern
ment protection of consumers appear much more pressing than protection of 
producers. 

When a new tariff law was finally enacted in 1925, it essentially reestablished 
the dual grain duty system authorized by the law of 1902 (effective from March 
1906 to August 1914). But the new law also authorized lower "transitional" 
duties, designed to ease the burden on consumers. Appendix Table I shows that 
the transitional duties established in 1925 were substantially below the level of 
duties in the last eight prewar years, that they were, indeed, closer to the con
ventional rates that had prevailed between January 1892 and March 1906. For 
wheat the 1925 transitional duty amounted to roughly $.23 per bushel as com
pared with a minimum of $.36 in 1906--13.3 Moreover, although the transitional 
duties were raised in 1926 and supplemented in July 1929 by the still higher con
ventional duties written into a 1926 trade agreement with Sweden, even the latter 
($.42 per bushel for wheat) were not as high in relation either to world grain 
prices or to German wholesale commodity prices in general as they had often 
been in 1909-13: this was a reflection not of government disinterest in farm in
comes, but rather of the relatively higher level of world grain prices in the 1920's 
-a level which German farmers found more acceptable. 

In the late 1920's, as before World War I, an import certificate system was 
relied upon to "make the tariff effective" for grains in the surplus producing 
regions of Germany. Such a system had originally been adopted in 1894 (94, pp. 
75-79), permitting any exporter of grain, legumes, colza, or rapeseed to receive 
a transferable certificate (Einfuhrschein) equal in value to the import duty on 
the same products and applicable in payment of such duties or (in later months 

2 During this period Germany had to grant most-favored-nation treatment to the victor countries 
without reciprocity on their part. For part of the period she could not charge rates higher than those 
in effect in July 1914 (Versailles Treaty, Sections 264-270 and 280). The Allies also intervened in the 
impo.ition of duties in the occupied territory. 

3 All statements relating to dollars and all dollar signs ($) refer to United States dollars. Conver
sions to dollars [rom Reichsmark (RM) and Deutsche Mark (OM) before the EEC period are at average 
monthly or annual exchange rates as reported by the U.S. Federal Reserve Board; from August 1962 
conversions are at the uniform rate for the EEC Unit of Account (10M = $.25). All references to 
C(ton~" are to metric tons. 
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of the year) in payment of duties on other specified products. In this way German 
exporters of grain and flour received an export bonus. The system was particu
larly advantageous to the large producers of surplus grain in eastern Germany. 
It made it possible for them to export their rye, oats, and soft wheat by sea to 
Scandinavian and other northern European markets and to receive a total return 
roughly equivalent to the world price plus the German duty. Otherwise they 
would have had to bear the much higher cost of domestic rail transport to the 
deficit areas of western and southern Germany. 

Thus the tariff, reinforced by the Einfuhrschein system, was practically the 
sole means used to support domestic grain prices in Germany during the latter 
half of the twenties. It is true that on a few occasions the German government 
resorted to direct market intervention by making small price-supporting pur
chases of rye in domestic markets, but these were small in magnitude and signifi
cance. Such intervention appeared first in the fall of 1925 when a Federal Grain 
Office, which had remained in existence after World War I, purchased rye 
through private firms because the domestic market was having difficulty absorb
ing a large harvest. 

Scarcely more noteworthy was the founding of the German Grain Trade Com
pany the following year by the cooperative purchasing societies and the fertilizer 
trust, aided by large government credits at low interest. In 1928 two government
controlled agricultural banks bought shares in two companies trading in grains, 
thereby increasing the potential government influence on the trade. These insti
tutions were to attain considerable importance a few years later. 

Period of Economic Recession 

World wheat prices had been drifting downward for several years before 1928, 
when a bumper grain crop resulted in sharper price declines of both wheat and 
other small grains. The financial crisis of 1929 brought further and more general 
market difficulties, and the depreciation of the currencies of Australia and Ar
gentina-important grain exporting countries-contributed to the drastic fall of 
grain prices in 1930. 

In its efforts to protect the incomes of German farmers without impairing the 
existing gold value of the Reichsmark, the German government adopted in rapid 
succession a series of new agricultural price and support measures. These make 
the crop year 1929/30 stand out as a year of fundamental change in the German 
system of agricultural protection. 

For grains the first step was taken in July 1929, when the government discon
tinued its low transitional tariff rates and brought into effect for most-favored 
nations the moderately higher duties written into the Swedish Trade Agreement 
of 1926, and for other nations (including Canada, Argentina, and Australia) the 
substantially higher general rates of the 1925 tariff law (Appendix Table I). 

Much more important in historical perspective, however, was the German 
tariff law of December 1929, which introduced a new system of "flexible" duties. 
In essence, this shifted to the administrative wing of the government responsibil
ity for changing tariff rates within legally specified maximum-minimum ranges. 
As a guide to the level at which the tariff rates should be set, target prices were 
specified for wheat and rye at 26 and 23 marks, respectively, per 100 kilos ($1.69 
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and $1.40 per bushel in American currency). Thus the principle of flexible 
duties designed to maintain a predetermined price for breadgrains was intro
duced for the first time. Three months later flexible rates were also adopted for 
barley and oats. This device, in somewhat different form, became a prominent 
part of German grain policies in the 1950's; further refined, it came to playa key 
role in European Economic Community controls, and so a matter of keen con
cern to grain exporting countries. 

Scarcely had the December 1929 law become effective (on January 20,1930 for 
non-treaty countries, on February 11 for most-favored nations) when the maxi
mum duties specified in the law proved too low to permit attainment of the target 
prices. Nor did later advances of the maximum legal rates (Appendix Table I, 
footnote f) prove successful for more than the briefest period. Consequently, in 
April 1930 a new tariff law was passed, removing the specific fixed limits on ad
ministrative tariff setting, but reaffirming the previously established target prices 
for wheat and rye. Under it the rates reached prohibitive heights.4 The system 
was perpetuated a year later in new legislation; however, a clause was added to 
prevent advances in domestic grain prices likely to result in substantial increases 
in bread prices. Under the hectic price and exchange conditions of 1929/30 the 
Einfuhrschein system naturally became unworkable; it was discontinued for 
product after product during the summer and fall of 1930. 

An even more drastic step was taken in dealing with the tariff on maize, 
which had been bound in a 1927 trade agreement with Yugoslavia. As world 
maize prices declined in 1929, these conventional rates proved embarrassingly 
low; and to get around this difficulty, the National Maize Office was created 
with monopoly powers in April 1930. Thereafter the volume, timing, sources, 
and domestic selling price of German maize imports were all directly determined 
by government officials.5 The surplus funds derived from selling imported maize 
at prices far above the import level were used to further the sales of domestic 
agricultural products. 

The establishment of the Maize Office was only one of a series of direct con
trols introduced in the crop years 1929/30 and 1930/31 to supplement the German 
grain tariff as a price maintenance device. As early as July 1929 a law was passed 
which introduced milling quotas for wheat. All millers using foreign wheat were 
required to use at least 30 per cent domestic wheat during the crop year August
July 1929/30; and to help move the new crop rapidly, the minimum quota was 
set at 40 per cent for the first four months. The Minister for Food and Agricul
ture was given authority to change these quotas as the supply situation war
ranted, and the German Grain Trade Company was given the task of super
vising the program. 

Repeated, irregular increases in the quotas were prescribed by the Minister. 
As a result, the milling quotas in effect during the next few years rose as fol
lows (51): 

4 The tariff on wheat, which in 1925 had equaled only 6 per cent of the import value per unit of 
wheat and had increased to less than 22 per cent in 1928. rose to 171 per cent in 1931, 187 per cent in 
1932,215 per cent in 1933, and 243 per cent in 1934. Tariffs on rye, barley, and oats showed similar 
trends. For harley, imported at the lower rate indicated (Appendix Table J), the percentage was, of 
Course, correspondingly lower. 

. 6 The Maize Office granted Danubian maize a preference by selling it at relatively more favorable 
pnces than American maize. 
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Effective date Per cent Effective date Per cent 

August 1, 1929 . . . . . . . . .. 40a October 1, 1930 ........... 80 
October 1, 1929 ......... 50a February 1, 1931 .. . . . . . . .. 75 
December 1, 1929 ....... 50 April 1, 1931 ............. 50 
July 1, 1930 ............ 30 August 1, 1931 . . . . . . . . . . .. 60 
August 1, 1930 ......... 40b 

August 15, 1930 ........ 60b 
August 15, 1931 .......... 97° 
August 16, 1934 . . . . . . . . . .. 80 

a Average for the two periods combined must be at least 45 per cent. 
b Average for the two periods combined must be at least 55 per cent. 
a If wheat was obtained under the wheat exchange plan (see below) to the extent of 27 per cent, 

the minimum quota was 70 per cent. 

As small rural mills ground domestic grains almost exclusively, the high mill
ing quotas primarily affected the large commercial mills. These, located mainly 
at seaports, were in the habit of using large amounts of foreign wheat, producing 
high quality baking flour. They found quotas of 75 per cent and higher ex
tremely restrictive; and when the quota was finally raised to 97 per cent they were 
granted some relief by the wheat exchange plan (decree of August 14, 1931). 
This decree provided that for wheat exported prior to December 31, 1931 (i.e., 
during the early months of the crop year), export certificates would be issued 
which entitled the holder to import a corresponding quantity of wheat at a 
greatly reduced tariff rate up until July 31, 1932.6 Moreover, mills importing 
wheat under this regulation might use up to 30 per cent imported wheat (instead 
of the 3 per cent which the 97 per cent milling quota left room for) if 27 per cent 
were obtained under the wheat exchange plan. 

To further promote the use of wheat the government resorted to tie-in sales 
(92, p. 385). For example, in 1932/33 the Maize Office made maize available at 
low cost to chicken-feed producers on condition that they use it to make a feed 
consisting of one ton of German wheat for each one and one-half tons of maize. 

For rye special non-tariff measures were likewise taken in 1929/30. The Ger
man Grain Trade Company not only intervened in the rye market with support 
purchases during August-March, but also purchased rye in the surplus areas of 
the east, denatured the grain, and offered it for sale as feed in the feed-deficit 
areas. Such sales were facilitated by the creation of the Maize Office and by the 
introduction of higher duties on barley and oats in the spring of 1930-measures 
that made the commonly used feed grains more expensive. Nevertheless, it was 
soon found necessary to provide additional incentive to purchase rye for feed. In 
September 1930 a lower rate of duty (6 RM per 100 kilograms, or $.31 per bushel) 
was established for barley purchased simultaneously with a corresponding quan
tity of denatured rye (86, pp. 844-46). 

Increased outlets for rye were also provided by the Bread Law of July 17, 1930, 
which prescribed the different types of bread (containing rye), that might be 
made and the extraction rates for the rye flour used in bread. An additional pro
vision (December 1930) called for the addition of 30 per cent rye flour in all 
wheat bread weighing over 200 grams. Rye Hour used for this purpose might 
not be of higher extraction than 50 per cent. 

In the summer of 1931 the German government introduced foreign exchange 
control. The country's economy was suffering from severe depression, aggra-

6 Similar provisions for rye and rye-milling products were contained in a decree of August 19, 
1931; and the corresponding plan for the year 1932/33 was extended to cover barley and oats. 
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vated by official determination not to devalue the mark despite a wave of currency 
devaluation by a number of Germany's trading partners. The immediate reason 
for the introduction of controls in July 1931 was the heavy withdrawal of foreign 
short-term loans and a resulting bank liquidity crisis. At first the controls aimed 
merely at checking this flight of capital (96, p. 55). However, additional measures 
were adopted during the following months which provided for rationing of im
ports through allocation of foreign exchange; and successive drastic reductions 
in the allocations were made in 1932 (9, p. 70). 

Exchange control cannot, however, be considered the cause of the low level 
of grain imports in 1931 and 1932: this was due to the protective grain measures 
introduced after the summer of 1929. Foreign exchange was granted without 
question if the specific regulations concerning grain imports were complied with 
(96, p. 68). On the other hand, there can be no doubt that the stringency of the 
measures that Germany took to attain the desired protection for grain growers 
was increased by her currency policy. With the chaotic consequences of the run
away devaluation of the early 1920's in mind, German officials were determined 
not to devalue the Reichsmark. Hence as other currencies depreciated and world 
grain prices declined,7 the German task of maintaining domestic grain prices 
without either currency devaluation or monopoly grain controls was made far 
more difficult. Under the Nazi regime a complex system of monopoly control 
was soon to take shape. 

The Nazi Period 

The purpose of Nazi farm price and marketing policy was threefold: (1) to 
increase Germany's self-sufficiency in food and feedstuffs; (2) to strengthen the 
position of the farmer, in accordance with Nazi ideology; and (3) to obtain such 
agricultural imports as were indispensable primarily from sources unlikely to be 
cut off in a war situation and those willing to accept in payment German export 
products. As German rearmament brought a high level of industrial activity and 
a great need for imports for this purpose, it also appeared necessary to limit agri
cultural imports in favor of industrial raw materials. For all these reasons rigidly 
controlled grain marketings, imports, and utilization were considered essential. 

A brief but significant law was passed in April 1933. It authorized the For
eign Minister to enter into bilateral economic agreements with other countries 
whenever an urgent need existed. The resulting agreements played an impor
tant role in determining the extent and direction of foreign trade during the fol
lowing years. 

For grains, the first specific innovation consisted of an expansion of the func
tions of the Maize Office, which in May 1933 was renamed the National Grain 
Office (Reich stelle fur Getreide, Futtermittel und sonstige landwirtschaftliche 
Erzeugnisse). To it were transferred the functions, mainly support purchases, 
that the German Grain Trade Company had previously performed for the gov
ernment. In July 1933 a law followed which again authorized the grant of export 
certificates to exporters of rye and oats. The new certificates, which permitted 
imports of equivalent quantities of barley or maize, either duty free or at reduced 
rates, reflected an extension of the grain exchange programs of 1931 and 1932, 

7 For a discussion of the effect of monetary and financial influences on world grain prices through
out the interwar period see 89. 
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which in turn closely resembled the Einfuhrschein system first introduced in the 
1890's. 

September 1933 saw other important new measures enacted. A law of Sep
tember 15 gave the Minister for Food and Agriculture power to order cartelliza
tion of the milling industry, to determine the quantities of wheat and rye which 
individual mills might process, and to regulate the prices they might pay and 
charge. On September 26 came the important price-fixing law for grains, and on 
October 1 fixed prices for rye and wheat went into effect.8 Nine regional prices 
were established for rye, ranging from 140 RM to 158 RM ($50-$56) per ton in 
October, and eleven regional prices for wheat, ranging from 175 RM to 193 RM 
($62-$68) per ton. Monthly increases were also specified. It is noteworthy that 
these rates were all considerably below the 230 and 260 RM ($81 and $92) set 
as average annual target prices for rye and wheat, respectively, in the tariff laws 
of 1929-31. Fixed prices for barley and oats followed a year later (8, p. 583). 

In the meantime the organization to control and regulate production and 
distribution of agricultural products, the Reich Food Estate (Reichnahrstand) , 
was taking shape. An enabling act of July 1933 gave the Reich government the 
authority to create such an organization on a national basis. Subsequently (law 
of September 13, 1933) the Reich Food Estate was created under the Ministry of 
Food and Agriculture, and took final form under a series of decrees issued during 
December 1933-February 1934 (78, p. 89). 

Of special interest here is the section of the Reich Food Estate which was 
called "The Market." Under it were ten "central associations," one for each of 
ten major commodity groups (one of them grains), and under these, in turn, 
were the so-called "regional economic unions." There were 21 such regional 
unions for grains. Membership was compulsory for all persons and corporations 
engaged in the production, processing, or trade in the product in question. These 
unions had broad powers to regulate all phases of production and marketing and 
their decrees had the force of law. All their decisions could, however, be changed 
or vetoed by decisions at a higher level of the hierarchy-the central association, 
the Reich Food Estate, or the Ministry for Food and Agriculture. 

The regional unions did not regulate imports. Outside the Reich Food Estate, 
but also a part of the Ministry of Food and Agriculture, were five "supervisory 
agencies." The supervisory agency for grains was the old Maize Office renamed 
the National Grain Office and given expanded powers (see p. 37).0 In the fall 
of 1934, when rigid control of imports became necessary under the so-called 
"new Plan," with its emphasis on bilateralism in trade, the supervisory agencies 
were given the task of controlling the import trade (subject to the supervision of 
the Ministry) .10 Their purpose was fourfold: to control imports and exports as 
to quantity and source or destination; to direct imported supplies to areas where 

8 Some writers speak of these prices as "minimum" prices and use the term "fixed prices" only 
for those put into effect a year later. While the 1933 law definitely was most concerned about prices 
not going below the fixed prices, the law uses the same terminology as does the 1934 law; i.e., it pro
vides for fixed prices. 

9 In a decree of August 9, 1934, relating to various tariff changes, this agency was authorized to 
import grain at a minimal fee, while prohibitive tariffs otherwise prevailed. After several changes, the 
fee was set at 1 RM per 100 kilograms ($4 per ton) in December 1936. 

10 The total value in terms of foreign exchange for which import licenses could be issued by all 
supervisory agencies was set by the Ministries of Economy and of Food and Agriculture, in consultation 
with the Board of Directors of the National Bank (3, p. 635). 
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needed; to insulate domestic prices from the influence of foreign prices; and to 
direct the stockpiling program for farm products. 

The procedure followed by the supervisory agencies is of particular interest 
today, since it apparently was the protoype for the import procedure of the post
war Import and Storage Agencies:l1 then (as in 1950-1962) a prospective im
porter of grain or other product subject to the control had to offer it for sale to 
the appropriate supervisory agency. If the agency accepted the offer, it immedi
ately resold the grain to the importer at a higher price which permitted him to 
sell at the domestic price while retaining a specified profit margin. The difference 
between the price at which the agency bought and its resale price was thus 
retained as an equalization charge, which varied in accordance with the changing 
level of "world" prices (78, p. 100; 77, p. 644).'2 The agencies also had power to 
purchase and sell for their own account, both in the domestic and foreign markets, 
and to carry stocks. 

Thus the Nazi government, through the dual set-up of the regional economic 
unions for grain within the Reich Food Estate and the National Grain Office 
had complete control over all aspects and stages of grain production, processing, 
and distribution, foreign trade, and storage. Each year the size of the domestic 
crop came to influence many of the detailed regulations that were applied in the 
ensulllg crop year. 

The 1933 crop was bumper. The prices for breadgrains set by the govern
ment in the fall of that year did not deviate greatly from those previously in 
effect. To help maintain these prices imports were restricted and exports en
couraged. Export certificates were issued which, in line with former practices, 
could be used in whole or partial payment of import duties for the same or other 
specified foreign grains. Moreover, early in 1934, when the pressure of domestic 
grain supplies continued disturbing, an additional export premium was granted, 
and mills were compelled to increase their stocks of breadgrain. 

A short grain crop in 1934 and government restricted imports brought new 
measures designed to cope with the problem of shortage. Breadgrain prices were 
raised. The official prices for wheat and rye established for 1933/34 had mainly 
been minimum prices to producers with strict penalties for purchases at lower 
prices but none for those at higher. But from now on the government appeared 
to put equal emphasis on prevention of overpayment in order to minimize further 
advances in the already high price of bread. Moreover, when the fixed price of 
rye was raised by roughly 28 RM ($11.20) for the last two interwar years, the 
increase was first paid out of a levy on wheat milling, later by direct government 
subsidy. Table 1 below shows the trends in the fixed prices during the period 
1933-39: the prices listed are crop-year averages for all regions. In 1934/35 de
livery quotas for breadgrains were imposed upon producers for the first time; 
and the extraction rate for rye was increased from 68 to 75 per cent as a grain
stretching measure. For a while it was even forbidden to use breadgrains of 
milling quality for feed; but these restrictions were relaxed early in 1935 after the 
National Grain Office had brought in substantial feed imports. 

11 See pp. 44-45. 
12 The Maize Office in the pre-Nazi period had, in fact, operated in the same manner, although 

under the law it could perform the importers' function itself and could prohibit importation by private 
individuals. 
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TABLE 1.-GOVERNMENT-FIXED GRAIN PRICES, AVERAGES FOR 
CROP YEARS 1933-39* 

Year 

1933/34 
1934/35 
1935/36 
1936/37 
1937/38 
1938/39 

Wheat 

191 
203 
203 
203 
204 
204 

Reichsmark per ton 

Rye Barley 

157 
162 162 
165 170 
165 170 (207)a 
185 b 170 (210)a 
187b 170 (210)a 

* Prices as presented by Doebel (8). 
a Prices for malting barley. 

Oats Wheat 

70.97 
157 81.30 
161 81.83 
161 81.60 
161 82.10 
170 81.77 

U.S. dollars per ton 

Rye Barley 

58.34 
64.87 64.87 
66.51 6853 
66.33 68.34 (83.21) 
74.45 68.41 (84.51) 
74.96 68.14 (84.17) 

Oats 

62.87 
64.90 
64.72 
64.79 
68.14 

/) The increase in 1937/38 was at first paid out of a levy on wheat milling, later by direct govern
ment subsidy. 

Since little improvement was registered in domestic grain supplies as a result 
of the crops of 1935-37, most of the grain-saving controls of 1934/35 were retained, 
with minor modifications suited to the particular circumstances encountered. 
These years were characterized by comprehensive and stringent government 
control, with the hope of attaining and maintaining self-sufficiency in grain 
production. In years of breadgrain shortage millers were required to obtain more 
£lour from a given quantity of breadgrains and to mix maize and/or potato flour 
with their wheat or rye £lour, while bakers were strictly limited in the kinds of 
bread they might bake and selJ.13 Moreover, although producers, at least in the 
early years, benefited from the fixed grain prices (and after 1937/38 from ferti
lizer subsidies) they had to submit increasingly to production controls, delivery 
quotas, and grain-feeding restrictions; and the fixed grain prices served increas
ingly as maximum rather than as minimum levels. 

The harvest of 1938 brought a very large crop and hence some relaxation of 
extraction rates and rules of admixture. In the meantime, grain imports by the 
National Grain Office in late 1937 and in 1938/39 were very large, and exports of 
grains and milling products almost disappeared owing to the government's 
efforts to rebuild stocks, partly as war reserves. 

During the war years 1939-45 grain policies and foreign trade in grains 
were of necessity entirely subordinated to the purposes and possibilities of the war 
economy of "Fortress Europe" (5). Rigid controls, similar to but even more 
stringent than those of 1933-39 were characteristic of this period. Food rationing 
that covered all major foods, including bread, was one of the most striking addi
tions to earlier controls. Penalties, too, were correspondingly more severe: prison 
sentences and/or confiscation of property were frequently imposed for failure to 
follow mandatory planting, delivery, or processing orders, for engaging in black 
market operations, or for breaking rationing rules. 

1H For example, in the crop year 1936/37 the extraction rate for rye was raised to 75 per cent and 
later to 80 per cent, and the rate for wheat to 78 per cent; and millers were required to add 5 to 10 
per cent maize flour to wheat flour. For a discussion of German wheat extraction rates under normal 
prewar conditions see Wheat Studies 0/ the Food Research Institute, Vol. XIII, No.3, November 1936, 
"Wheat Problems and Policies in Germany," p. 129. 
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The territorial changes that followed World War II-loss of land to Poland 
and the separation of East and West Germany-pre~ented new problems for 
agriculture. Densely populated West Germany in 1949 had only 30 hectares of 
land per 100 people; the Old Reich ten years earlier had 41 hectares. Surpluses 
from the East, especially grain and sugar, were no longer available to help fill 
the deficits of the West, and the influx of refugees added to the problem. In this 
setting the postwar agricultural policies took shape. 

Three distinct phases characterize the postwar food situation: (1) a period 
of marked food shortage in the immediate postwar years-severe through the 
spring of 1948, but with increasing rations during the twenty-odd months there
after; (2) an indefinite transition period of basic adequacy that started with de
rationing of all foods except sugar in March 1950 and that brought gradual im
provement in food availabilities and quality; and (3) a recent stage of general 
prosperity, characterized by a high level of consumption of preferred foods. 

Early Years ot Military Government 

The period of military government in West Germany (1945-49) was charac
terized in its early years by strenuous efforts to provide enough food to prevent 
widespread suffering and spread of disease. This was made possible through 
massive relief shipments, through later "purchases" under the American-financed 
European Recovery Program, through controlled marketing and rationing of 
food products, and through successful efforts to increase German grain output. 
After the stabilization of the German currency in 1948 and after the European 
Recovery Program had created a more favorable economic climate in Europe 
(mid-1949), indigenous German food supplies increased markedly and the share 
of German food imports obtained commercially (including barter) became sub
stantial, foreshadowing early cessation of dependence on foreign food aid (84, 
p.93). 

Nevertheless, it was recognized that food imports would constitute a drain on 
scarce foreign exchange resources for some time to come, and that grains would 
loom large in these imports. German and occupying authorities alike were eager 
to reduce this drain by providing further inducements to increased production 
without raising prices sharply to consumers. This was also the line of action 
which the new Organization for European Economic Cooperation (OEEC) 
urged member countries to follow-a line reinforced in Germany by the per
sisting vivid specter of food shortage and by the continuance of food rationing 
until the spring of 1950. Last, but not least, it fitted in with the wishes of the 
German farm organizations. 

Tariffs on foodstuffs were not in effect during the period of military govern
ment and would have had no sense under prevailing conditions. Until the spring 
of 1949 the difference between the price of domestic grain and the much higher 
prices of grain imported with the aid of the occupying powers was of no con
sequence to the Germans, since the imported grain was made available at the low, 
fixed German domestic price, with the losses absorbed by the occupying govern
ments. This policy was changed by a decision of the Bipartite Control Office (79, 
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p. 12); effective as from May 1, 1949 the full import price was charged for im
ported foodstuffs. To prevent the substantial increase in bread prices that this 
change of policy would have meant, the German authorities decided to sub
sidize grain imports by means of price equalizing levies. 

The legal basis for such price equalization was provided in an ordinance of 
August 1949 (84).11 This established an equalization account into which were 
paid import levies on commodities for which import prices were lower than 
domestic prices, and out of which were paid subsidies on commodities for which 
import prices were higher than the domestic. Grains at that time belonged in the 
latter category. The ordinance was to be temporary-to expire on December 31, 
1949-but it was soon extended; the idea behind the equalization fee was later car
ried over into the permanent agricultural legislation in the form of "skimmings" 
(Abschopfung). 

Agricultural Policy and Programs of the Federal Republic 

When German officials took over the reins of government in the Federal Re
public of Germany in September 1949, there were pressing decisions to be made 
about national economic policies, among which those pertaining to agriculture 
(and grain specifically) were regarded as particularly urgent. The Administra
tion's agricultural policy was promptly announced in the official address delivered 
by the Chancellor to the Bundestag after the formation of his Cabinet. Some of 
the ideas there advanced-ideas also supported by a committee of economists, 
scientists, and administrators set up in June 1949 to work out the principles of 
agricultural marketing-took shape in the marketing laws of 1950 and 1951. 

At about the same time, tariff policy also came up for renewed consideration, 
now that West Germany had begun to take part in multilateral trade negotiations 
under the General Agreement on Tariffs and Trade (GATT) .15 Not until Sep
tember 1955, however, were the broad lines of West Germany's overall agri
cultural policy spelled out in a general agricultural law that set forth long-run 
objectives, both old and new. Although this law restated the government's tradi
tional protective attitude toward farm incomes, there was a new breadth of inter
pretation regarding the number and kinds of tools appropriate to the task. This 
broadening tendency was later strengthened by West Germany's adherence to the 
Rome Treaty of the European Economic Community-a Treaty that set the 
stage for eventual downward adjustment of Germany's high protective price 
supports for grains. 

In his official address to the Bundestag in September 1949, Chancellor Adenauer 
had called attention to Germany's great dependence on imports of foodstuffs and 
the necessity for achieving a balance between overall imports and exports, and 
declared that increased production must be the primary aim of farm policy. To 
that end he called for stable conditions for the production and sale of farm 
products, including first of all prices that would cover the production costs of 
efficient, average size farms, yet also permit the products to be purchased by the 

14 During the intervening months German authorities provided the subsidy necessary to prevent 
an increase in the price of bread. 

15 The grain tariffs agreed upon during these negotiations and incorporated into Germany's first 
tariff act of August 1951 were never put into effect. The pre-EEC 1961 German tariff act lists grains 
as free of duty, despite the tariff-equivalent skimming levies and "quality premiums" on imported 
grain described in this section. 
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lower income groups. The Chancellor referred to the need to develop a "social 
market economy" as opposed to a planned economy or a laissez-faire one. 

The ideas soon took shape in four marketing laws for (1) grains and feed
stuffs, (2) sugar, (3) dairy products and fats, and (4) meat and livestock. The 
four laws provided for the establishment of marketing boards (technically Ein
fuhr-und Vorratsstellen, or Import and Storage Agencies) which were granted 
wide powers of price regulation, operating primarily through import controls, 
support purchases, and the management of government stocks. A brief descrip
tion of the Marketing Law for Grains and Feedstuffs and a few comparative 
statements concerning the other three marketing laws are presented in the fol
lowing section. 

The basic agricultural policy objectives set forth in 1949 were to be in sub
stance repeated in 1953. In the meantime the need for drawing up a more com
prehensive framework of policies and principles governing farm programs became 
urgent for two reasons. First, the German Farmers Association (Bauernverband) 
had been pressing since 1951 for adoption of a farm parity price system, and by 
1953 the organization was requesting legislation that would provide equality of 
income between farmers and certain non-farm groups (80, p. 73; 84, p. 90). 
Secondly, in the light of the 1951 French proposal (2, p. 151) for European agri
cultural collaboration, it became clear that German agricultural policy ought to 
concentrate on improvement in productivity so as to be able to meet increasing 
competition from other European countries. As always, the necessity for recon
ciling farmer and consumer interests added to the complexity of the task. These 
partly contradictory considerations were reflected in the official government 
policy statement of 1953 and, more important, in the adoption of the basic Agri
cultural Law (Landwirtschaftsgesetz) of September 5, 1955. 

A cardinal point of the 1955 law was that agriculture should get its "full share" 
of the growing economic well-being of the country. Its preamble pledged the 
government to use the various means at its disposal-trade, price, tax, and credit 
policies-to help agriculture overcome the "handicaps" under which it worked, 
with emphasis on structural handicaps. It is noteworthy that despite pressure 
from farm groups, the law avoided any definite commitments on the types of 
measures to be adopted or the level of farm prices or incomes to be reached. It 
imposed upon the government, however, an obligation to present to the Bundes
tag and Bundesrat an annual survey of the country's agricultural position, the 
Green Report, showing the remuneration of labor, management, and capital in 
agriculture as compared with similar remuneration in specified non-agricultural 
enterprises, as well as a Green Plan indicating measures taken or envisaged to 
improve the economic situation in agriculture. 

The Agricultural Law of 1955 did not affect the marketing legislation for 
grains or the other three commodity groups subject to such legislation. The Grain 
Marketing Law of 1951 remained in force unchanged. The 1955 law may be said 
to have endorsed the farmer's expectation of whatever assistance was needed to 
give him a remuneration in line with that attained in other sectors of the 
economy. However, it also provided a firmer basis for attaining this by means 
other than price increases, i.e., through measures designed to reduce farm costs 
or in other ways improve farm productivity. 
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Between 1956 and 1961 there was a large increase in the sums spent under the 
Green Plan for the benefit of agriculture. But while more than half of the 
expenditure in the earlier years went for fertilizer subsidization, quality premiums 
for milk, and other measures which affected farm income directly, in recent 
years structural reforms have claimed the largest share (53 per cent in 1964) (69, 
p. 37). This reflects official conviction that long-term adj ustment of farming is 
essential and that it depends in large measure on the degree to which consolida
tion of farm land and other urgently needed structural improvements-e.g., 
drainage, erosion control, and road construction-can be effected. 

The Four Basic Marketing Laws: Major Provisions 

Of the four marketing laws adopted by the West German government in 
1950 and 1951, the Marketing Law for Grains and Feedstuffs, called the Grain 
Law, was the first to be enacted (November 4, 1950): this priority was in line 
with the importance attached to grain prices in the German agricultural price 
structure. After limited revisions in August and November 1951, the Grain Law 
reached the form in which it essentially operated through and, in important 
respects, even beyond July 1962. Revisions in 1959, 1960, and 196F6 did not alter 
the basic procedures or institutions by which the grain market was regulated, 
though they somewhat extended its scope and methods of operation. 

From its inception the law closely circumscribed domestic and foreign trade 
in grains. The Minister for Food, Agriculture and Forestry each year had to 
estimate how much grain would be available domestically (crop year July I-June 
30) and how much imported grain would be needed. He had the authority to 
decide-should he deem it necessary-whether breadgrains might be used for 
non-food purposes, what extraction rates should prevail, what proportions of 
domestic and imported grains the mills should use, what types of flour, bread, and 
other grain products might be marketed, and what quantities of the total output 
individual mills might supply. 

In advance of each crop year, the law required that an annual Grain Price 
Law be enacted, which should set the official price ranges for the ensuing year 
and specify such items as quality premiums and discounts. No rigid basis for 
determination of these prices was laid down; set by the legislature, they were 
based on a mixture of social, political, and general economic considerations. 

After grain prices were thus legally determined, the Minister of Food and 
Agriculture had to utilize the regulatory machinery which the law provided in 
such a way that the specified prices would prevail. For this purpose the most im
portant administrative unit established under the Grain Law was (and is) the 
Import and Storage Agency for Grains and Feedstuffs (Einfuhr-und Vorrats
stelle fur Getreide und Futtermittel). This Agency was under the direction of 
an administrative council, on which were representatives of the federal govern-

16 The Third Law to amend the Grain Law, December 1959, made certain milling offals subject 
to the provisions of the law. The Fourth, June 1960, gave the government authority to require admix
ture of specified grains in mixed feeds; and the Fifth, February 1961, authorized inclusion of malt and 
other named grain products under the law's provisions. The Sixth, August 1961, permitted the Import 
and Storage Agency to make tie-in sales from its stocks and to make import permission dependent on 
export of corresponding quantities or on simultaneous purchases from government stocks. 
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ment, the Lander authorities, and all the major groups affected by the Agency's 
actions, such as farmers, importers, the wholesale trade, the retail trade, food 
processors, and consumers. The decisions of the council were subject to approval 
by the Minister for Food, Agriculture and Forestry. A milling agency (Muhlen
stelle), organized along similar lines, supervised those provisions of the law and 
related ministerial decrees which dealt directly with milling questions, such as 
flour extraction rates and milling quotas. 

An importer who desired to import grain had to offer it to the Import and 
Storage Agency at a price ("take-over price") set in advance by the Agency. 
If the Agency did not accept it, the grain might not be brought into the country. 
If the Agency did purchase the grain, the importer was obliged to repurchase it 
at the Agency's "disposal price," which after 1951 always was higher than the 
"take-over" price. In the application of these two prices lay the possibility for the 
government to adjust import prices to domestic levels. So long as the domestic 
price was higher, the government thus, in effect, exacted a variable import levy 
or equalization fee-the so-called "skimming." If, on the other hand, the import 
price was higher, as in 1950, the government granted a subsidy to equalize 
domestic and foreign prices. Grains and grain products could be exported only 
with the Agency's permission. 

The Import and Storage Agency also performed the function of stockpiling 
grains on behalf of the government, for which it received funds under a separate 
appropriation. It did not engage directly in trade itself, but had to make use of 
existing enterprises. At the beginning of each crop year through 1961/62 the 
Agency announced the "selling prices"-increasing from month to month
which it would charge millers and other users if it found it necessary to make 
grains available from its own stocks. 

The three marketing laws for sugar, for meat and livestock, and for milk, 
dairy products, and fats resembled that for grains. The two latter are of special 
interest, since the products they handle are directly influenced by the existing 
regulations for feedgrains and other feedstuffs. Each of the marketing laws 
provided for an Import and Storage Agency with power to regulate foreign trade 
and to stockpile commodities with a view to stabilizing German prices. Never
theless, the different characteristics of the products themselves and the different 
market organizations that had evolved for them in the past have-as one might 
expect-led to differences in procedure. 

While grains (as well as sugar) were subject to direct price fixing, for liquid 
milk only a maximum consumer price was imposed. However, measures were 
taken to equalize milk prices to the producer, both geographically and regardless 
of utilization; as in several other countries, the same price was paid for milk 
whether it was used for liquid consumption or for the production of butter, 
cheese, or canned or dried milk. In this manner, the maximum price for liquid 
milk in effect determined the producer price for milk. As butter production 
claims about one-half of German milk output, maintenance of the butter price is 
of key importance, and butter was the only dairy product subject to the import 
and storage procedures of the Import and Storage Agency for Milk, Dairy 
Products, and Fats. While this Agency had the authority to impose import levies 
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(or grant subsidies) in the same manner as the Agency handling grains, it did in 
fact normally return the butter to the importer at the same price at which it took 
it over, i.e., without exacting skimmings. An ad valorem tariff of 24 per cent 
provided the desired protection of the German butter price. 

The Marketing Law for Meat and Livestock did not provide for any direct 
price fixing, but imposed upon the Import and Storage Agency the responsibility 
for orderly marketing. Much effort has been devoted to establishing accurate 
procedures for forecasting-at the beginning of each year-the prospective de
velopment of production and consumption of meat, and to developing livestock 
price quotations which accurately reflect the market situation. As in the case of 
grains (and sugar) an annual supply plan was drawn up, in the light of which 
the Import and Storage Agency conducted its regulatory and storage activities 
with a view to maintaining relatively stable prices and allowing for expansion of 
production and consumption. Though no prices or price goals were fixed, the 
Agency is said to have had certain "price ideas" in mind. As in the case of butter, 
the Agency had power to apply levies and grant subsidies, but did not avail itself 
of this power. 

The relatively high level of feedgrain prices that was maintained in Germany 
with the aid of the Grain Law added to the costs of livestock producers and was 
accordingly reflected in higher prices for livestock products. A compensation 
arrangement was therefore established for the benefit of German exporters of 
these products. They received special licenses to import coarse grains at world 
market prices in quantities varying from four to ten kilograms of grain per kilo
gram of livestock product exported. Meat exporters might sell these licenses to 
grain importers. 

Operations Under the Grain Marketing Law 

The measures undertaken by the Import and Storage Agency for Grains dur
ing 1950-62 fall under three headings: (1) price support, (2) milling regula
tions, and (3) import control. Export aid also played a significant role in the 
second half of this period. 

Grain price supports.-The chief legislative instrument of grain price support 
was the annual Grain Price Law. Under its provisions the country was divided 
into four price regions for rye and four for wheat, and minimum-maximum 
price ranges were set for each month and region. There were, in other words, 48 
price ranges set for each breadgrain. Appendix Table II shows those for Decem
ber and June in regions W-IV (wheat) and R-IV (rye)-the deficit areas for 
which the highest regional support prices were decreed. For barley and oats, 
prices were not regionally differentiated. Higher prices were set for "industry 
barley" than for feed barley, and still higher ones for malting barley; similarly, 
oats for industrial use were granted a higher price than feed oats. 

All prices fixed in the Grain Price Law were producers' prices for grains of 
average quality, delivery free at nearest mill, dealer, storage facility, or railroad 
station. Each year the implementing decree defined "average quality" and set 
price premiums and discounts to apply to other specified qualities. To make the 
prescribed level of grain prices effective, the annual laws for 1953/54-1961/62 
provided that the Import and Storage Agency buy domestic grain at the mini-
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mum price from any farmer otherwise unable to sell at that price.11 Conversely, 
the Agency was obliged to sell at the maximum price to any processor otherwise 
unable to buy grain at that price. 

When the first Grain Marketing Law was enacted in 1950 German grain 
prices were well below the world market. The war in Korea caused world grain 
prices to rise-that is, the prices of all grains except wheat sold under the Inter
national Wheat Agreement (IW A) /8 and the burden of the subsidy required 
to bring the price of imported grain down to the level of German grain prices 
became too much for the strained government finances. Moreover, higher do
mestic prices were believed to be justified on the grounds of increased farm costs, 
shortage of foreign exchange for imports, and the government's desire to dis
courage the use of breadgrains as livestock feed. Despite misgivings about rais
ing the cost of living, wheat and rye prices were therefore increased, first by a 
decree of October 1950, and again in mid-March 1951 (8, pp. 593-594). With these 
two moves the prices of German rye and feedgrains were brought up almost to 
the import level and the price of domestic wheat up to the still higher non-IWA 
level. When world prices subsequently declined, however, German domestic 
prices were not allowed to decline, but were even increased a little by the Grain 
Price Laws of 1957 and 1958 (Appendix Table II). 

The effective prices farmers received for breadgrains were further increased 
in 1951/52 by the introduction of early delivery premiums. The following year 
the premium for wheat deliveries was dropped, but that for rye was main
tained. As in the previous year it was graduated downward from 30 DM per 
ton ($.18 per bushel) in August to 20 DM ($.12) in October and early November. 
Because these premiums proved too attractive, resulting in embarrassingly heavy 
early deliveries of rye to the Import and Storage Agency, the premium system 
was fundamentally changed for 1953/54 to permit payment of a general delivery 
premium on all rye of milling quality, regardless of time of delivery. The gen
eral rye premium was set at 20 DM per ton ($.12 per bushel); and, as in the 
previous two years, the purchaser of the grain was reimbursed from federal funds 
(8, p. 596). A major purpose was to encourage the production and use of good 
quality rye for food and seed. Although by 1954/55 the volume of rye was above 
domestic needs (99), no change was made in the premium. Indeed, not until 
1958/59 was the premium reduced (from 20 DM to 10 DM per ton); and it was 
finally abolished the following year in response to persisting surplus government 
stocks and increased farm needs for feed (partly attributable to drought). 

In 1959/60 another premium appeared for the first time, one of 10 DM per 
ton for certain wheat varieties of high baking quality, 20 DM for others-$.065 
and $.13 per bushel. Two years later domestic wheat prices were further dif
ferentiated, with quality premiums set at 15-30 DM per ton for eight varieties 
and at 5-15 DM for another six. Although earlier laws had always provided for 
price differentials to cover quality differences measured by test weight, moisture 
content, and percentages of foreign material and damaged grain, the 1959/60 law 

. 11 For a number of years the Agency has been permitted to grant a freight subsidy to the producer 
if this makes it possible for him to sell his grain at the minimum price in a region outside his own, thus 
sparing the Agency the trouble of actually taking over the quantity of grain in question. 

18 West Germany was not one of the initial participants in the IWA, but was admitted to mem
bership (somewhat grudgingly) in May 1950. 



48 KAREN T. FRIEDMANN 

was the first to award premiums for strong (high-protein) wheat?9 These 
premiums had to be paid only if production of the varieties in question had been 
contracted for in advance.2o 

Despite discontinuance of the premium on rye, the stocks held by the Import 
and Storage Agency continued to be embarrassingly large, and in ]959/60 the 
Agency resorted to sales of rye from its stocks at subsidized prices (300-360 DM 
or $72-$86 per ton). Manufacturers of cattle feed mixtures were allowed to 
procure such rye in quantities up to 50 per cent of all the rye they used (44). In 
a further effort to reduce stocks, the Agency in April 1960 announced sale of rye 
for export purposes: on this, the loss is reported to have been 200 DM ($48) per 
ton, exclusive of storage cost (7, p.14). Two months later, a new amendment to 
the Grain Law authorized the Minister of Agriculture, in agreement with the 
Minister of Economics, to compel the commercial mixed feed industry to use 
fixed percentages of specified grains in their mixtures. In similar vein, another 
amendment (August 1961) empowered the Import and Storage Agency to make 
sales of certain grains from its stocks dependent on the purchaser simultaneously 
exporting grains or buying other grains from the Agency (i.e., specific tie-in 
sales). During 1961/62 the Agency sold substantial quantities of denatured wheat 
and rye for feed, and on at least one occasion announced offers of domestic wheat 
from its stocks for export purposes. 

There has been little change in the prices of feedgrains set in the annual 
Price Laws. Feedgrain prices were free in the period July 1950-March 1951, the 
period within which the fixed prices for breadgrains were increased so greatly. 
In March 1951 maximum prices for feedgrains were introduced, effective until 
minimum-maximum price ranges were substituted in the law for 1951/52 (Ap
pendix Table II). The most significant change made in coarse grain prices in the 
1950's was the lowering of the minimum price of 08ts in 1953-a change in line 
with the decrease in demand, owing to a decline in horse numbers. The 10 DM 
($2.39) per ton increase in feedgrain prices in 1958/59 (when the premium on rye 
was correspondingly reduced) was obviously designed to encourage a shift from 
rye to feedgrain production. 

In 1960/61 the Import and Storage Agency faced a new situation: embar
rassingly large stocks of feedgrains, which reflected the combination of bumper 
domestic grain harvests and unusually poor quality of the 1960 breadgrain crop. 
The Import and Storage Agency accordingly resorted to special stocks-reducing 
measures (7, p. 15): it purchased imported maize for its own account and later 
sold this only in mixture with domestic feedgrains. (At no time did it authorize 
private maize imports.) This procedure served as an interim measure until 
legislation was passed the following year which permitted the Agency to make 
tie-in sales (see above). 

Changes in milling regulations.-Two major types of milling regulations were 

19 Further evidence of the government's interest in encouraging the production of wheat of better 
baking quality is found in an announcement by the Ministry of Agriculture in early 1961, offering 
prizes up to 100,000 DM ($25,000) for the development of new varieties of wheat exhibiting the de
sired qualities. More recently, Green Plan funds have been allocated for the development of organiza
tions for growers of quality wheat. 

20 Presumably the share of these varieties in total wheat production is small. An EEC publication 
Studien, Rcihe Landwirtschaft 7, 1962, p. 18, lists eight varieties of wheat which in 1959 accounted 
for close to 60 per cent of German wheat acreage. Only one of the varieties enjoying premiums is in
cluded. It accounted for 2.5 per cent of the total wheat acreage. 
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used during 1949-62 to influence the quantity and type of breadgrains processed 
by German mills for internal consumption: (1) flour extraction rates, and (2) 
milling quotas governing the use of domestic wheat on the one hand and foreign 
quality wheat on the other. 

The annual price orders of the early 1950's set minimum breadgrain extraction 
rates to which millers had to adhere-a tool extensively used in stretching short 
breadgrain supplies during and immediately after World War II. Even as late as 
March 1951 such an order required rye and wheat to be milled at minimum 
monthly rates of 82 and 83 per cent respectively, essentially continuing the levels 
of extraction previously in effect. Although raised in April to 86 and 85 per cent 
respectively, they were lowered again in November to 82 per cent for both grains, 
cut to 80 per cent in August 1952, and eliminated at the beginning of the follow
ing crop year. On the other hand, the types of flour that might be produced re
mained subject to government specification. 

Domestic milling quotas were first introduced in the Federal Republic by an 
order of July 27, 1954, which made it mandatory for millers to use a fixed mini
mum proportion of domestic wheat in their grist. Until then this proportion had 
been indirectly determined by the specific allocations of foreign wheat which 
millers received; but under the less rigid import regulations of 1954 such specific 
allocations were to cease. During 1954/55 the milling quota for domestic wheat 
varied between 20 per cent and 30 per cent, but the subsequent rapid increase in 
domestic production prompted successive increases in the domestic milling quota 
until it reached 75 per cent in 1960-a rate maintained through July 1962, when 
such quotas were abolished under EEC regulations. The successive changes in 
German milling quotas are shown in Appendix Table III. 

At the same time as minimum rates were introduced for the utilization of 
domestic wheat, maximum rates were also prescribed for the use of high quality 
foreign wheat, the remaining quantity being ordinary or low quality foreign 
wheat, the so-called filler wheat. "Quality foreign" wheat was defined as: Nos. 
1-3 American Hard Red Spring and Hard Red Winter, Nos. 1--4 Manitobas, and 
wheat grown in Argentina. The need for maximum quotas for quality wheat 
was explained originally on two grounds: (1) the German government paid a 
freight subsidy on quality wheat to inland mills, and this subsidy should benefit 
the various mills equally; (2) quality wheat was obtainable only or mainly from 
hard currency countries, primarily the dollar area; and imports could, therefore, 
only be permitted within limits imposed by West Germany's foreign exchange 
position. Imported wheat destined to be re-exported as flour, as well as wheat 
for the production of domestic starch or semolina, was exempt from milling 
quota requirements. 

The composition of the grist was affected by the quality of the available 
domestic wheat (the poorer the quality, the greater the need for high quality 
imported wheat), the general financial position of Germany, the nation's obliga
tions under existing trade agreements, and (in some years) the availability of 
United States wheat on concessional terms. Moreover, in the early 1950's the 
domestic quota varied in the course of individual crop years in accordance with 
the seasonal marketing patterns (Appendix Table III). 

Six months after the quota for domestic wheat was raised to 75 per cent the 
maximum rate for foreign quality wheat was discontinued. It was not considered 
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feasible to reduce the permitted share of foreign quality wheat appreciably below 
25 per cent, since that would mean lower quality flour and bread. There was, 
therefore, essentially no demand for imported soft wheat for flour milling for 
home consumption. Practically all soft wheat imports were then used either for 
feed or for the production of flour for export: in the import plan for 1960/61 the 
latter quantity was set at 680,000 tons, almost one-third of the anticipated gross 
imports of all wheat grain (93). Flour imports, penalized by more rigid measures, 
were negligible throughout the period. 

Grain import controls.-The level at which German grain prices were sup
ported and the milling regulations enforced had a vital bearing on the quantities 
of grains that were imported and, to some extent, on the sources from which 
imports came. The direct import controls operated through July 1962 by the 
Import and Storage Agency may rightly be considered part of the price support 
policy. They also served, however, to implement German foreign trade policy as 
expressed in bilateral trade agreements. They determined most directly the 
magnitude and quality of the permitted grain imports as well as the sources from 
which imports were obtained. 

The manner in which the Import and Storage Agency exercised its import 
control may be described briefly. From time to time the Agency announced in 
the Bundesanzeiger that it was ready to accept offers of specified foreign grains. 
The announcement indicated, in the case of wheat, whether filler wheat or quality 
wheat was wanted, whether the grain was for free disposal in the German market 
or for the Agency's own stockpile, and from what country or countries the grain 
might be imported. Further details were posted by the Agency, including the 
amount of skimming. No time limit or total quantity was normally stated, but 
a subsequent announcement in the Bundesanzeiger would indicate that no more 
grain was wanted under the specific authorization. The Agency customarily 
announced at the beginning of the crop year what its basic disposal prices would 
be throughout the year. Usually they were close to the domestic prices fixed in 
the annual Grain Price Law, and until 1960/61 increased monthly in a manner 
similar to the domestic minimum-maximum prices. 

So far as wheat is concerned, the "basic disposal price" was supplemented by 
quality premiums for specified "foreign quality wheats," and the skimmings on 
such wheats took account of the quality premiums. Such premiums, also set in 
advance of the crop year, were tantamount to fixed, non-flexible import duties 
added to the basic skimmings on those wheats. After July 1960 one uniform 
"quality premium" of 30 DM ($7.30) per ton was included in the disposal price 
for all foreign wheats imported for the milling of domestic bread flour. This 
contrasts with the situation during the six preceding years when different quality 
premiums had applied to different imported wheats, discriminating most heavily 
against Canadian hard spring wheats and, secondarily, Argentine wheats.21 

21 For example, in 1955/56 the "basic disposal price" was scheduled to rise irregularly in succes
sive months from 415 DM ($98) per ton in July to 435 DM ($103) throughout February-June, as 
compared with corresponding domestic wheat price increases in Regions 1 (surplus area) and IV 
(deficit area) of 401-436 DM and 421-445 DM, respectively ($95-$104 and $100-$106). In the same 
crop year, the additional "quality premiums" per ton on imported wheats were: 6 DM ($1.42) for 
"filler" wheat from the United States, Canada, and Australia; 10 DM ($2.37) for American quality 
wheat (defined as certain subclasses of Nos. 1-3 Hard Red Spring and Hard Red Winter wheats); 
17 DM ($4.04) for all Argentine wheats; and 20 DM ($4.75) for Nos. 1-4 Manitobas. 
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The pricing picture that emerges for the period 1954/55 to 1959/60 for wheat 
imports of ordinary quality and higher quality is therefore: 

(1) For ordinary wheat the take-over price + basic skimming = the Agency's 
basic disposal price to importer (set at the beginning of the crop year close to the 
monthly domestic price schedule fixed in the Grain Price Law). 

(2) For high quality wheat the take-over price + skimming (basic skimming 
+ quality premium) = disposal price for quality wheat (basic disposal price + 
quality premium, both set at the beginning of the crop year). 

(3) For all imported wheat the c.i.f. cost to importer + skimming (includ
ing quality premium, if any) + internal transpore2 and incidental costs + un
regulated profit margin of importer = unregulated sale price to miller for do
mestic consumption. 

If the grain was not to be sold in the German market but to be taken over 
physically by the Import and Storage Agency for federal stocks, a bidding pro
cedure was used and the Agency bought the grain offered at the most favorable 
price. For feed barley, quality premiums were applied in a manner similar to 
that for quality wheat: they were collected on barley from Canada, Argentina, 
U.S.S.R., and Turkey. Maize of certain origins was also subject to quality pre
miums. There were no such premiums on oats, sorghum, or feed wheat (87, p. 
197). 

The pricing formulas applied to wheat imported for domestic bread flour in 
1960/61 and 1961/62 differed from those of earlier years in that from July 1960 
(1) all foreign wheats were charged a fixed, uniform import surcharge rather 
than a differentiated quality premium and (2) the Import Agency's disposal 
prices for all authorized wheat imports-both ordinary and "quality" wheats
were the same for all types and grades from all origins for all months of the year. 
As from the same date the take-over price for all imported wheat was set in each 
of the Agency's import announcements at a level intended to approximate the 
then prevailing world market price of No.3 Manitoba: the skimming for such 
imports, therefore, amounted to the difference between this price and the pre
determined disposal price of 479 DM ($120) per ton (which corresponded to a 
domestic price of 449 DM ($112) plus 30 DM ($8) "quality premium") .23 With 
a uniform take-over price that varied from time to time with changes in the world 
price of No.3 Manitoba, the skimming thus operated as a flexible import levy 
which was increased for all import wheats when the c.i.f. price of No.3 Manitoba 
declined and was reduced for all import wheats when this Manitoba price rose. 

Before 1954/55 the skimming charge had varied for individual transactions.24 

If an importer's price plus costs were favorable, he stood a better chance of hav-

22 For imported hard wheat of high milling quality this was reduced by the government's freight 
subsidy on such grain (see p. 49). 

2:< Imports of durum wheat and of wheat for feeding or industrial use were priced differently by 
the Agency, and imports for milling for export were not subject to any skimming or other import 
charges-indeed, were definitely favored by import regulations. 

24 The procedure was as follows. In response to the Import and Storage Agency's call for tenders, 
an importer submitted a firm offer by his supplier, usually Lo.b. To this the Agency added freight and 
other costs, plus the importer's profit margin, and declared the resulting c.iL price to be the take-over 
price. It accepted the offers that appeared most favorable. The importer whose offer was accepted tllen 
bought the grain back at the fixed disposal price. The skimming, being equal to the difference between 
the take-over and disposal prices, would consequently be higher the lower his offer plus costs, and vice 
versa. 
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ing his grain taken up, but he was not allowed a higher profit on that account. 
Thus there was little incentive for importers to purchase as advantageously as 
possible. Furthermore, the Import Agency directed the allocation of the grain 
to millers so that importers had little responsibility for disposing of the foreign 
grain (82, p. 73). The changes in import regulations effected in 1954/55 and 
later, therefore, affected importers in two ways: (1) they developed a keener 
interest in keeping their buying prices and other costs to a minimum, and (2) 
they had to compete actively with each other in offering German millers the types 
and grades of wheat most in demand at the lowest possible selling prices.26 The 
shift in 1960 from differentiated quality premiums to a uniform premium for all 
imported wheats had the effect of establishing in the German import market 
price differences among foreign wheats in line with the price differences prevail
ing on the world market. The degree of correspondence was necessarily limited, 
however, to the extent that the Import Agency allowed importers freedom to im
port from all sources of supply (87, p. 204). 

Grain and flour export aids.-In addition to the grain imports that took place 
in response to the Import Agency's calls for tenders for domestic consumption, 
sizable imports were permitted-and more leniently directed as to origin-by 
way of offset for certain types of grain and flour exports, chiefly exports of wheat 
flour. Indeed, the postwar import control system of the Federal Republic con
tinually subsidized flour exports and encouraged compensatory wheat grain im
ports in a manner reminiscent of the import-certificate and export-certificate sys
tems of prewar years. 

From 1957/58 on the volume of German wheat flour exports was particularly 
heavy; and a substantial portion went to Asian markets traditionally supplied 
primarily by Australia. Faced not only with this subsidized German competition, 
but also with similar export competition from France, Australian officials carried 
their protests against this "unfair" government-assisted trade to GATT as well 
as to the Asian importing countries and the German and French governments. 
The international attention thus directed to the character of Germany's flour 
export trade warrants a detailed description of the methods of subsidization em
ployed, an estimate of the degree of subsidy enjoyed by flour exporters, and a 
brief summary of the steps taken to satisfy Australian complaints. 

Under the grain import control system of the Federal Republic, flour millers 
and exporters applied to the Import and Storage Agency for permission to export 
specified quantities of flour and to import at the "world price" specified com
pensating or offsetting quantities of wheat grain. Permits, limited to two-months 
duration, were apparently always granted, subject to the requirement that the 
import wheat be purchased as directed from countries of origin on the Agency's 
currently approved list. For several years the Agency commonly required some 
60 per cent of such compensating imports to be purchased from "trade agree
ment countries," with the remainder partly obtainable from "quality wheat 
areas" and partly from "other areas." (In 1961 "trade agreement countries" were 
defined as Australia, France, Sweden, and Turkey; "quality wheat areas" as 
Argentina, Canada, the United States, and the Soviet Union.) 

25 The essential purpose of the rather cumbersome German import system--as compared with a 
direct allocation of import quotas to importers--seems to have been to preserve a measure of free com
petition in this trade; the shift in 1954/55 furthered this policy. 
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The big economic incentive which this system gave to Germany's flour milling 
and flour-export trade stemmed not from the right to import duty-free the 
approximate amount of grain required to mill the flour exported-a right avail
able to millers in practically every wheat-importing nation of the world-but 
from the extra imports that were allowed. Although 133-143 kilograms of wheat 
are needed to produce 100 kilograms of light flour at the customary 70-75 per cent 
extraction rates, German millers were typically permitted to import free of levy 
170-185 kilograms of wheat grain for every 100 kilograms of light flour exported. 
Similarly, although no more than 105-115 kilograms of wheat are required to 
produce 100 kilograms of dark flour, the German government commonly autho
rized free imports of 130-138 kilograms. The saving of import duties on what 
was left over for milling for domestic consumption clearly amounted to an at
tractive flour-export subsidy. 

It is important to ask whether this subsidy was increased or reduced during 
the five years or so preceding establishment of the Common Market. The avail
able information is incomplete and unofficial, but appears to be broadly trust
worthy. Prior to 1955/56 the flour export trade of the Federal Republic in no 
year exceeded 70,000 tons in grain equivalent; but it then quickly rose to 324,000 
tons in 1955/56, and almost touched 700,000 in 1959/60. To what extent the early 
expansion was due to changes in the official flour vs. grain exchange rates autho
rized for foreign trade operations is far from clear, partly because no record of 
the rates themselves is readily obtainable. However, the following table clearly 
shows that by early 1958 the amount of compensatory import grain obtainable 
per 100 kilograms of flour exports had reached a high peak, which was sharply 
reduced soon after the 1958 breadgrain crop was harvested and further reduced 
(for light flour exports) during the three following crop years. 

In 1960, after Australia had complained about the subsidization of German 
flour exports, the Federal Republic introduced a separate, lower rate for com
puting the grain-import equivalent of light flour exported to Australia's tradi
tional markets. This was followed at the beginning of 1961/62 by a seven-point 
reduction in the quantity of wheat that could be imported per 100 kilograms of 
light flour exports to all other markets; but at the same time the general rate 
applicable to all dark flour exports was raised 8 points (Table 2). 

TABLE 2.-COMPENSATORY IMPORTS OF WHEAT GRAIN PERMITTED PER 
100 KILOGRAMS OF FLOUR EXPORTS, SPECIFIED PERIODS 1958-62* 

(IOO kilograms) 

Period effective 

Early 1958 .. , ....................... . 
Late 1958 .......................... . 
Early 1959 .......................... . 
March-December 1960 ............... . 
September 1961-July 1962 ............ . 

• Data obtained from the U.S. Department of Agriculture. 

For light 
flour exports 

200 
182 
185 
182a (I70)b 
175a (170)b 

For dark 
flour exports 

150 
130 
130 
130 
138 

. a Compensatory import rate applied against flour exported to areas outside of Australia's tradi-
ttonal marketing interest. 

b Rate applied against flour exports to Southeast Asian areas long supplied primarily by Australia. 
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Even as changed in 1961/62, the German subsidies on flour exports were 
extremely attractive; and instead of declining, flour exports actually expanded 
during the crop year to a newall-time record of 985,000 tons (grain equivalent). 
Although data for calculating the precise amounts of the flour-export subsidies are 
wanting, it seems probable that the average skimming on all milling wheat im
ported into the Federal Republic in 1961/62 approximated something like 170 
DM ($43) per metric ton (including the uniform 30 DM ($8) "quality" premium 
imposed on all imported wheat). Since this represents the estimated saving on 
every ton of "compensatory" wheat imports not used to replace the wheat 
required to produce the exported flour, the average net saving per ton of light 
flour exported to non-Australian markets in 1961/62 can be roughly estimated at 
170 DM ($42) multiplied by .37 ton,"o suggesting an approximate flour export 
subsidy of 63 DM or $15 per ton. This would be equivalent to an indirect sub
sidy of $.70 per 100 pounds of light flour exported to countries outside of Austra
lia's traditional markets (as against $.60 to Australian marketing areas). Such 
figures can reasonably be compared with direct United States and Canadian flour 
export subsidies of roughly $1.90 and $.11-$.35, respectively per 100 pounds. 

Although the Federal Republic, in response to Australian protests, reduced 
the quantity of duty-free imports allowed in exchange for light flour exports to 
traditional Australian export markets, this concession amounted to little more 
than a token in 1961/62, when it was tantamount to lowering the flour export 
subsidy to such areas from $.70 per 100 pounds to $.60. As from August 1, 1962, 
however, the new Common Market regulations outlawed this extreme form of 
subsidy. 

Grains in Bilateral Trade Agreements 

In its announcements concerning import permits, the Import and Storage 
Agency always listed the countries from which it would accept the grains called 
for. In so doing, the Agency took into consideration, among other things, the 
obligations which West Germany had incurred in her bilateral trade agreements. 

Bilateral agreements with commodity quotas were made on a modest scale 
during the period of military government,27 but did not then serve as an im
portant means of influencing grain imports, primarily because a major share of 
these were being provided as aid shipments under various Allied relief programs 
and the Marshall Plan. The following percentages show the shares of German 
grain imports supplied as aid (88): 

Breadgrains ............ . 
Feedgrains ............. . 

1948/49 

98 
96 

1949/50 

76 
75 

1950/51 

64 
59 

1951/52 

24 
10 

2" Since 1.33-1.43 tons of wheat are normally required [or each ton of light flour procluced, and 
since 1.75 tons of compensatory wheat imports were authorized against light flour exports to non
Australian markets, the duty-free imports thus remaining for domestic consumption amounted to 
.32-.42 ton of wheat per t(m of exported flour. The above calculation is based on the midpoint of 
this range, .37 ton. On flour exports to traditional Australian markets the corresponding saving (mid
point of range) would be .32 ton of wheat per ton of light flour exports. 

27 Bilateral trade agreements, often with provisions concerning grains, had been made by Ger
many before World War I and in the interwar period (see pp. 32-33 and footnotes a, c, and d to Ap
pendix Table I). 
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The first trade agreement concluded by the new government of the Federal 
Republic was one with France in February 1950. It called for delivery of 100,000 
tons of French wheat and rye before June 30, 1950; and it was later extended to 
cover the crop year 1950/51, setting a full-year quota of 175,000 tons of wheat 
and 25,000 tons of wheat flour, in addition to a $10 million quota for feedgrains. 
During the same year West Germany made agreements with Argentina, Sweden, 
Australia, Union of South Africa, Turkey, and Yugoslavia containing grain 
import quotas-some specified in terms of value, some in quantity. 

While the earliest agreements were mostly short-term, covering a single period 
of six to twelve months, by the mid-1950's West Germany was developing a pro
gram of long-term agreements, including several that contained substantial grain 
quotas. Thus, a three-year agreement was concluded in November 1954 with 
Argentina. It listed quotas of 450,000 tons of wheat, 100,000 tons of rye, and 
400,000 tons of feedgrains for 1954/55 and a minimum quota of 700,000 tons of 
all grains for the two following years. A new three-year agreement was con
cluded in 1958. 

Similarly, West Germany entered into a three-year agreement with France in 
August 1955, stipulating grain quotas of 500,000 tons of wheat and 200,000 tons 
of other grains for the year 1955/56. In later protocols the same quotas were re
peated for the following two years. The next major step in grain trade negotia
tions between West Germany and France was the signing on April 2, 1959, of a 
four-year grain agreement under Article 45 of the Rome Treaty of the European 
Economic Community.28 This agreement called for a basic grain-import quota 
of 700,000 tons annually, though for special reasons the 1959 quota was set at 
650,000 tons, of which 325,000 tons were to be milling wheat and the remainder 
largely feed wheat and barley. The quota set for 1960 was 700,000 tons, and that 
for each of the following two years 725,000 and 775,000 tons, respectively, with 
the specification that the latter two quotas should include 25,000 and 75,000 tons, 
respectively, of good hard wheat for bread flour. 

In accordance with the requirements of Article 45 of the EEC Treaty, the 
Germans agreed to annual increases in the prices to be paid for French grains, 
bringing these gradually up to levels equivalent to those received by German 
producers. Thus, for grains shipped under contracts concluded in 1959, Germany 
was to pay the world market price plus two-twelfths of the difIerence between 
that price and the German price, and in each following year another one-twelfth 
of the di l1erence was to be added. 

With Australia, Germany continued to have annual trade agrements until the 
summer of 1959, when one covering two and one-h~ll£ years was concluded. The 
annual grain quota in this agreement was 150,000 tons of wheat and 250,000 tons 
of coarse grains. 

After a series of annual agreements, Sweden and West Germany signed a 
three-year wheat protocol in April 1956 to cover shipments during the period 
August 1955 to July 1958. This specified an annual wheat quota of 250,000 tons, 
which was subsequently supplemented for the second and third years by an added 

28 Such agreements were discontinued under the EEC Grain Ordinance of April 4, 1962, Article 
18 of which nullifieo Article 45 of the Rome Treaty. 



56 KAREN T. FRIEDMANN 

quota of 50,000 tons for other grains. Similar annual global grain quotas of 
300,000 tons were written into a new three-year agreement for the period 1958-61. 

In 1958 West Germany concluded its first bilateral agreement of this type with 
the U.S.S.R., a three-year agreement which provided that grain quotas were to be 
determined annually. For the calendar year 1958 a quota of 150,000 tons was set; 
this was raised the following year to 150,000 tons of wheat and 150,000 tons of 
coarse grains, and these quotas were repeated in 1960 and again in the first year 
(1961) of a new three-year agreement. 

Finally, small grain quotas were specified from time to time in agreements 
with other countries, such as Denmark, Rumania, Hungary, Turkey, and Yugo
slavia, with or without actual quantities indicated. 

The grain quotas written into these long-term German agreements were 
usually subject to renegotiation annually. This gave both parties an opportunity 
to adjust such quotas in the light of new harvest returns or prospects. But the 
tendency was also to maintain fairly constant quotas. Between 1955/56 and 
1960/61 the sum of the major trade agreement quotas reported for grain rose only 
from about 1.8 million tons to some 2.2 million, mainly reflecting the postwar 
reappearance of a trade agreement with grain quotas between Germany and the 
U.S.S.R. and a substantial concurrent increase in the Australian coarse grain 
quota. 

Inclusion of a grain quota in a trade agreement did not constitute a guarantee 
that West Germany would import the specified quantity. It did, however, con
stitute a promise that she would permit its access to German markets. In other 
words, the Import and Storage Agency would announce import permit possibili
ties for the agreed quantities of grain from the various trade agreement partners. 
Whether or not the total quantity specified in a given agreement would actually 
be purchased depended on the willingness of importers to conclude the necessary 
deals, as well as on the grain-export availabilities in the partner country. 

Although West Germany also permitted grain imports from countries with 
which she did not have bilateral commodity agreements-Canada and the United 
States were outstanding examples-and although agreement quotas and actual 
imports might be far apart in individual years, the major soft-wheat exporting 
countries and the U.S.S.R. apparently found it to their advantage to continue to 
enter into such agreements. Furthermore, the effort and funds spent by the Im
port and Storage Agency in disposing of its grain stocks in the three years before 
the common EEC grain policy went into effect (pp. 47-48) suggest that the Ger
man government felt obliged, because of agreement commitments, to import 
greater quantities of grain than otherwise would have been permitted. The quan
titative influence of such bilateral agreements on the sources of West Germany's 
imports of grain, however, is not clear: it is one of the questions that will be closely 
examined in a subsequent study. 

Other Policies Affecting the Grain Economy 

When the Agricultural Law of September 195529 required the government to 
use a wide range of economic and social measures to strengthen the production 
of German agriculture it did not break new ground. Governmental assistance, 

29 See p. 43. 
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federal and by the Lander, had previously been granted not only for research and 
advisory services but also for the establishment of new farms and the consolida
tion of farmland; for drainage, pest control, and mechanization; and for lower
ing the cost of farm credit, fertilizers, and other needed supplies. Some of these 
measures had been pursued for decades. However, the 1955 Agricultural Law 
and the Green Plans that followed greatly strengthened their role. Subsequent 
expansion is indicated by the fact that total Green Plan expenditures increased 
from 615 million DM ($146 million) in 1956 to 2,114 million DM ($530 million) 
in 1963. 

The Green Plan can be considered under two main headings: (1) measures 
to improve agricultural structures and rural living conditions, and (2) measures 
to improve farm income. The latter consist of three types of program: improve
ment of farm productivity, improvement of quality and marketing of farm prod
ucts, and fiscal measures designed either to provide cheap credit or to ease the tax 
burden. Many-perhaps most-of these measures may be assumed to have an 
indirect effect on grain production. To a few may be attributed a direct effect. 
A brief discussion of these seems pertinent. 

Fragmentation of farmland and the small size of a great number of farms are 
serious obstacles to efficient farming in Germany. Where farms are located in 
villages with much surrounding land, the long distances a farmer must cover to 
reach his various plots of land also present great handicaps. Consolidation of 
such plots, providing additional land for small holdings, and moving farms from 
villages out into the countryside are, therefore, of prime importance in German 
efforts to improve farm structures. Such measures make mechanization possible 
where it could not formerly be applied economically due to the small size and/or 
scattered location of fields. Thus, they have a special significance for crops such 
as grains which lend themselves to mechanized handling. 

Present-day land consolidation is mainly carried out under the Land Consoli
dation Law (Flurbereinigunggesetz) of July 14, 1953. The problem had been 
tackled in a small way in previous decades by the Lander, but little could be ac
complished with the means at their disposal then or in the years following World 
War II. It was made more difficult because division of land among the heirs to 
a farm continued to create fragmentation, and settling of German refugees from 
the east caused some breaking up of larger farms into smaller ones in the latter 
period. In view of the seriousness of the problem, the counterpart funds made 
available to West Germany in the early 1950's under the European Recovery Pro
gram of the United States helped pave the way for further work to consolidate 
and increase the size of farms. The sums expended by the federal government 
for these and related purposes in the last nine years under successive Green Plans 
are shown in the accompanying table. The figures are an indication of the grow
ing emphasis given this vexing and costly problem. 

Grain production has probably been furthered more actively by government 
subsidization of fertilizers. Before World War II-in 1937-the Nazi govern
ment lowered the price of nitrogenous fertilizers by 30 per cent and the price of 
potassic fertilizers by 25 per cent as part of its general program to increase agri
cultural production. During the early postwar years fertilizer prices were still 
regulated and subsidized: this program ended with termination of the phosphate 
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TABLE 3.-GREEN PLAN EXPENDITURES FOR LAND CONSOLIDATION, 
FARM RELOCATION, AND INCREASE OF FARM SIZE'*' 

1956 1957 1958 1959 1960 1961 1962 1963 1964 
Plan 

MILLION DEUTSCHE MARK 

Land consolidation.............. 15 60 140 150 165 195 205 260 
Relocation and increase of farm size 80 150 175 220 258 190 315 356 440 

Total ........................ 80 165 235 360 408 355 510 561 700 

MILLION U.S. DOLLARS 

Land consolidation .............. 3 14 33 36 41 49 51 65 
Relocation and increase of farm size 19 36 42 53 62 47 79 89 110 

Total ........................ 19 39 56 86 98 88 128 140 175 

"Data from the 1964 Green Plan (70). 

subsidy on June 30, 1952. In the early 1950's counterpart funds were employed 
to promote fertilizer use by means of soil testing and demonstration plots. Later, 
stimulation of fertilizer consumption became a major feature of the Green Plans. 
The first Green Plan provided for a 20 per cent reduction of fertilizer costs (226 
million DM, or $53 million) for the year 1956/57 and 228 DM ($54 million) 
retroactively for 1955/56. The original idea was to grant fertilizer subsidies only 
for three years. They were, however, continued through 1963, though in declin
ing amounts, as shown in the following tabulation: 

April- Million Million Calendar Million Million 
March DM u.s. $ Year DM u.s. $ 

1955/56 ........ . 228 54 1961 ......... 185 46 
1956/57 ........ . 226 53 1962 ......... 185 46 
1957/58 ........ . 260 62 1963 ......... 80 20 
1958/59 ........ . 316 76 1964 ......... 0 0 
1959/60 ......... 230 55 
1960/61 ......... 230 56 

Since 1957, aid to construction of grain-storage and grain-drying facilities has 
been included among Green Plan measures. The moisture content of grain at 
harvest time in Germany is usually quite high. With the growing use of com
bines, grain is increasingly being threshed before it has had opportunity to dry; 
and the need for artificial drying has, therefore, grown.30 Under the Green Plans 
of 1957 and later years, some six to eight million DM have been provided annually 
to further construction of grain storage and drying installations. To receive such 
assistance, a Land (administrative unit equivalent to a state) must supply at least 
50 per cent of the construction subsidy provided by the federal government. From 
the combined funds, up to 10 per cent of construction costs may be granted to 
dealers, millers, or others who purchase grain directly from farmers. According 
to the Ministry of Agriculture one million tons of additional storage space was 
created between 1957 and 1960, and the drying capacity, which stood at 2,649 tons 
per hour at the end of 1956, was nearly three times as great at the end of 1961. 

30 Compare British experience (74, p. 587). 
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Government promotion of cooperative use of farm machinery is also likely 
to have aided German farm incomes and perhaps grain production. Its purpose is 
to make mechanization possible on farms too small to afford individually owned 
machinery. A small beginning was made in the early 1950's, and the program 
has gained in importance under the Green Plans. Some ten million DM have 
been provided annually for this purpose in recent years. 

Among the tax advantages granted farmers is freedom from import duty and 
turnover taxes on diesel oil to be used for agricultural purposes. In addition, the 
price of such oil is subsidized by the government. Although subsidization had 
been granted previously, government "expenditures" (including loss of tax and 
duty income) increased greatly under the Transportation Financing Law of 1955. 
According to figures quoted in the Green Plans, the government's total expendi
tures to make diesel oil available at low cost to farmers increased from 20 million 
DM ($5 million) in 1953/54 to 224 million DM ($56 million) in 1961. Green Plan 
allocations continued to increase thereafter, but figures for the total cost are not 
available for the last three years. 

West German Grain Policies of Interest to aEEe and GATT 

It is clear that quantitative import restrictions on grains have been an integral 
part of West German grain policy in the past. How does this square with West 
Germany's obligations as a member of the Organization for European Economic 
Cooperation (OEEC) and as a contracting partner to the General Agreement on 
Tariffs and Trade (GATT) ? 

aEEe policy confrontations and trade liberalization.-Throughout the 1950's 
the OEEC31 attempted to give practical support to the principle of trade liberali
zation for agricultural products as well as industrial. Its actions took two forms: 
"liberalization of trade" and "confrontations" with respect to farm policies (80). 

Under the trade liberalization program, individual OEEC countries pledged 
themselves to free ("liberalize") from quantitative restriction specified percent
ages oE their import trade by specified dates. This, however, applied only to pri
vate trade. Since West Germany continually claimed that her regulatory import 
system was "state trading" (for OEEC purposes), she did not have to liberalize 
her import restrictions on grains and other commodities covered by the four 
marketing laws. 

The OEEC "confrontation" procedure provided for reporting, questioning, 
and discussing all agricultural policies applied by member countries. Although 
the purpose was to liberalize policies and practices that might retard or disturb 
trade, the various governments were not under any obligation to take steps to 
alter them. Therefore, the restrictive grain trade practices followed by the Fed
eral Republic could be continued without direct open violation of OEEC rules. 

Quantitative restrictions and GATT.-Under GATT regulations quantita
tive restrictions on imports and exports are in general prohibited: both the prohi
bition and the permitted exceptions are specified in Articles XI to XV of the origi-

31 OEEC was originally created to assist in distributing the Marshall Aid to Europe most effectively 
and became an important instrument in the coordination of Europe's postwar economic rehabilitation. 
In 19G1 it became the OECD (Organization for Economic Cooperation and Development), with Canada 
and the United States as full members (formerly observers, participating in certain aspects of OEEC 
work) and with major emphasis on aid to developing countries. 
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nal GATT Agreement (46). Thus, Article XI states that quantitative import re
strictions are permitted on agricultural and fishery products if they are necessary 
to the enforcement of domestic marketing or production control programs, or 
for the removal of temporary surpluses. However, the permitted controls are not 
to be applied in such a way as to decrease the share of total supplies that imports 
would have contributed in the absence of quantitative restrictions. An important 
exception is authorized by Article XII, which provides that a country in balance
of-payments difficulties may impose quantitative import restrictions that effect
tively cut imports: these, however, must be relaxed and eventually removed as 
the country's financial position improves. The International Monetary Fund is 
the agency which decides whether a country is justified in claiming balance-of
payments difficulties as a reason for import restrictions, and GATT accepts the 
Fund's findings concerning this question (Article XV). An important ancillary 
requirement, laid down in Article XIII, is that such quantitative restrictions 
must be applied without discrimination as to supplying countries, though an ex
ception is provided by Article XIV for any country which is permitted by the 
Fund to discriminate in application of its exchange restrictions. 

When the German grain law was passed in 1950, and for a few years there
after, the Federal Republic's balance-of-payments situation clearly justified quan
titative trade controls. But even after this situation had markedly improved 
around the middle of the decade, the restrictive controls on the most important 
domestic agricultural products were neither abolished nor substantially relaxed. 
International pressure on West Germany to liberalize was intensified after early 
1957 when the International Monetary Fund declared her no longer entitled to 
maintain import restrictions under Article XII. In June 1957 West Germany was 
called upon to consult with the Contracting Parties to GA TT3

2 concerning her 
quantitative import restrictions (47, p. 55); and the problem was under almost 
continuous examination during the two years that followed, multilateral consul
tations taking place frequently between the Federal Republic and the countries 
principally affected. 

For present purposes, the most important contention of West Germany was 
that by virtue of paragraph l(a) (ii) of the Torquay Protocol she was allowed to 
apply import restrictions to commodities-such as grains-which were subject to 
the agricultural marketing laws.33 In April 1958 a special GATT Working Party 
was established to study this contention and present its conclusions (48). The 
majority of the Working Party disagreed with the German view; and it proved 
impossible to find an acceptable solution (45, p. 26). This was the situation faced 
by the Contracting Parties at their session in May 1959, when a compromise was 
reached which granted Germany a waiver under Article XXV of the Agreement, 
permitting her to continue import restrictions for specified products, subject to 
certain conditions. Under this article the Contracting Parties may waive an obli
gation imposed upon a contracting party by the Agreement in exceptional cir
cumstances not specifically provided for. The question of Germany's right to 

32 The term "Contracting Parties," when capitalized, refers to the member countries acting as a 
body. 

38 Under this paragraph governments are required to apply Part II of the General Agreement 
(which deals with non-tariff barriers to trade) to the fullest extent not inconsistent with their legisla
tion as it existed on April 21, 1951, the date of that Protocol. 
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impose import restrictions on Marketing Law products under the Torquay Pro
tocol was left undecided. 

The waiver-dated May 30, 1959-was granted for three years, or rather until 
after the close of the first regular session of the Contracting Parties following 
three years of its operation (49, p. 31). It is noteworthy that the waiver contains 
several lists of commodities which Germany promised to liberalize at specified 
dates, as well as certain "Negative Lists," i.e., lists of commodities which Ger
many claimed it was impossible for her to consider liberalizing. Though certain 
grain products were liberalized on July 1, 1959, chief among them rice, all major 
grains and grain products produced in the Federal Republic were included in 
the Marketing Law Negative List. Thus, German import restrictions on grains 
were reluctantly tolerated by the Contracting Parties to GATT as unavoidable 
at that stage. 

In the meantime, the question of the future grain policies of the European 
Economic Community came to overshadow and absorb the question of German 
grain policies. Under GATT rules (Article XXIV: 6) the increases in tariff rates 
that take place when a customs union such as EEC is formed must be counter
balanced by compensatory decreases in others. The incidence of the tariff in the 
new customs union must be no higher on the whole than the incidence of the 
previous tariffs of the individual member countries. To examine the new EEC 
tariff schedule and make sure that this rule was complied with, negotiations were 
conducted in Geneva between September 1, 1960 and the spring of 1961. This 
was followed by a GATT session of multilateral exchanges of tariff concessions 
in which the United States bargained with other countries as well as with EEC, 
all parties giving and receiving concessions. The results of the two sessions were 
consolidated into one set of concessions. 

Since tariff concessions on grains have been granted in the past by individual 
EEC countries to third countries, such countries will be entitled to compensation 
if future EEC grain protection causes impairment of these concessions. In the 
1960-61 GATT negotiations, however, definite agreement on possible compensa
tion could not be reached, primarily because EEC grain price policies had not 
then been established and there was widespread recognition that grain would be 
among the commodities most affected. Furthermore, other important decisions 
were then pending, such as United Kingdom membership in EEC, which also 
pointed to the desirability of postponing decision on this question. Consequently, 
only two tentative "Standstill Agreements" were reached between the United 
States and EEC concerning grains: an Agreement with Respect to Maize, Sor
ghum, Ordinary Wheat, Rice, and Poultry and an Agreement with Respect to 
Quality Wheat, both dated Geneva, March 7, 1962. In these the EEC countries 
merely promised (1) not to make their import systems more restrictive for the 
products in question during the period before the common policy was adopted, 
(2) to enter into negotiations with the United States after such a policy had been 
adopted, and (3) to take measures to remedy the decline if EEC imports of 
quality wheat should be appreciably reduced below the average of the corre
sponding period of the last three years, provided the reduction were related to 
the implementation of EEC policy. More important, as a result of the GATT 
ministerial meeting in May 1963-and as a part of a larger effort to improve the 
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effectiveness of GATT in agricultural matters-GATT's Special Group on Ce
reals began preparations for a general reconsideration of the whole grain problem 
in the Kennedy Round of negotiations, which started in 1964. 

THE COMMON MARKET GRAIN POLICY AND CHANGES IN 
WEST GERMAN PROGRAMS, 1962-64 

Under the Treaty of Rome which created the European Economic Com
munity (EEC)-commonly referred to as the "Common Market"-regulations 
adopted by the EEC Council have the force of law in member countries. With 
the adoption of the Grain Regulation (36) in April 1962, therefore, the grain 
measures of West Germany became subject to its rules. Some of the major pro
visions of this basic regulation will be briefly summarized here to serve as a frame 
of reference for subsequent discussion of West German grain policy develop
ments under EEC. 

The Common Grain Policy 

The Grain Regulation established two basic principles: that one market or
ganization is to regulate the grain market of the whole EEC area uniformly by 
the end of the transition period (originally scheduled for 1970), and that variable 
import levies are to be the chief means of protecting the future unified grain price 
as well as the differing grain prices in member countries during the transition 
period. Essentially, the rules and regulations in effect since July 30, 1962-the 
effective date of the Grain Regulation-are designed so that each member coun
try may manage its own grain economy during the transition period, but do so 
according to common rules that permit gradual interpenetration of the six grain 
markets. 

Target and intervention prices.-The EEC Grain Regulation covers wheat, 
rye, barley, maize, oats, and buckwheat, millet, and sorghum, as well as processed 
grain products. Wheat, barley, and in the countries where they are important, 
maize and rye are given a key position as "pilot" grains. "Target and interven
tion prices" set for these grains serve as the basis of indirect support of the prices 
for others, both through removing price-depressing competition from the pilot 
grains and through import levies. Since the purpose of the grain policy is to 
assure EEC farmers certain price levels for their grains-different at first in the 
six countries but eventually the same within an economically integrated market 
structure-prices of imported grains and grain products are to be brought up 
to the specified levels by means of variable import levies, resembling in their 
effect the German skimmings of earlier years. 

The main pillar of this price and levy system is the "target price": from it are 
derived the support or "intervention price" and the import or "threshold price" 
which play an important role in the operation of the system (for their relation
ships, see Appendix Tables IV and V). During the transition period each country 
is to set its own target prices within limits set by the EEC Council. Basic national 
target prices applicable to the wholesale level in the largest deficit area of the 
country are to be set annually for the "pilot" grains of EEC-standard quality:s.l 

34 For 1962/63 the national quality standards applied by each country in 1961/62 served as 
standards for this purpose; but in 1963/64 the EEC Council made the use of the common EEC standard 
mandatory (39). Germany was, however, permitted to make only partial adjustment that year and 
later to continue the use of the same partially adjusted standards in 1964/65. 
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TABLE 4.-EEC-AuTHORIZED RANGES FOR TARGET PRICE OF GRAINS, 
AUGUST 1962, AND JULY 1963 AND 1964* 

DM per ton U.S. dollars per ton 

Grain 1962 1963,1964 1962 1963,1964 

Wheat, maximum ............... 475.69 475.69 118.92 118.92 
Wheat, minimum ............... 357.70 357.70 89.43 89.43 
Rye, maximum .................. 432.69 432.69 108.17 108.17 
Rye, minimum .................. 262.84 270.84 65.71 67.71 
Barley, maximum ................ 412.26 412.26 103.07 103.07 
Barley, minimum ................ 285.68 288.68 71.42 72.17 
Maize, minimum ................ 249.60 262.40 62.40 65.60 

63 

.. Data in German currency from Council regulations (33; 39; 42); equivalent dollar prices are 
conversions made by the Food Research Institute. Target prices apply to the domestic quality standards 
in those countries in 1962/63; to the EEC quality standard in 1963/64 and 1964/65. 

soft wheat, barley, (and if nationally important) rye, and maize. Such targets 
are to be announced before the fall planting season, to be effective during the 
following marketing year beginning July 1 (October 1 for maize).35 Derived 
target prices for other regions are to be set only if a difference of more than 5 per 
cent appears justified on the basis of transport costs between the major deficit 
area and the largest surplus area of the country. All target prices are subject to 
periodic increases during the marketing year, taking account of storage cost and 
interest. 

The criteria by which the Council was to determine the upper and lower 
limits of the national target prices of member countries for the marketing year 
1962/63 were prescribed in the Grain Regulation (Article 6). The upper limit 
for August 1962 was, in effect, determined with reference to the German mini
mum producer price at the beginning of the crop year 1961/62 in the largest 
deficit area. Similarly, the lower limit was determined with reference to the price 
guaranteed French producers at the beginning of 1961/62 in the largest surplus 
area. It was required that the Council set the EEC maximum target price for 
1962/63 no higher than 7Yz per cent above the wholesale price that corresponded 
to the indicated German producer price, and that they set the EEC minimum 
target price no lower than 5 per cent above the wholesale price that corresponded 
to the indicated French producer price. The accompanying table shows the 
target price ranges for the pilot grains as established by the Council in 1962-64 
in terms of both German and American currencies. 

Before September 1962 the Council was to have established the criteria ac
cording to which the widely differing prices of the six countries will gradually 
approach a uniform level. The actual measures to be taken toward this end 
during 1963/64 were to be determined by the Council before April 1963. Heated 
debate followed the Commission's presentation of its proposal in March of that 
year. West Germany flatly declined to go along with a reduction of the maxi
mum price unless accompanied by complete compensation to farmers affected 
by it. The maximum-minimum targets finally adopted for the 1963 crop year 
show only a trifling narrowing of the gap and this was achieved solely by in-

85 For neither 1962/63, 1963/64, nor 1964/65 was it possible for the EEC countries to agree to 
EEC target prices in advance of the marketing year to which the targets applied. 
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creases in some of the minimum prices.ao A new and extensive Commission 
proposal of November 1963, the "Mansholt Plan" (see below, p. 83), calling for 
price unification in 1964 instead of in 1970 and Community compensation to 
farmers disadvantaged by this speed-up, also met with resistance. It should 
be noted that during the second stage of the transition period, i.e., until January 1, 
1966, all Council decisions must be unanimous, so that resistance by one country 
can delay major steps toward a unified price. 

To make the target prices effective, the governments must provide for support 
purchases of the pilot grains. To this end the Grain Regulation prescribes that 
basic intervention prices must be set at least 5 per cent but not more than 10 per 
cent below the target levels (Article 7) 37 and that national intervention agencies 
in the various countries must purchase grain offered to them at these prices at 
any time during the marketing year. They may also intervene in the market and 
make support purchases on their own initiative and may in such cases pay prices 
above the intervention level, but not more than 95 per cent of the target price. 
The intervention agencies may not dispose of their stocks within the country in 
a manner that might threaten the target price. On the other hand, wheat and rye 
may be sold at a lower price with the aid of a government subsidy if the grain has 
been denatured and is to be used for livestock feed only.3s 

Import prices, import levies, and export subsidies.-The threshold price is 
derived from the target price. It is the protected domestic price, import border 
point, used as the basis for determination of the amount of the variable import 
levy to be charged against imports from non-EEC countries and, during the 
transition period, also the differing levies to be charged against imports from 
other member countries of the Community. Until a common grain price level 
is established, the basic threshold price in each country is to be set annually by 
the government of that country, applicable to grain of standard EEC quality.39 

In general, the threshold prices for wheat,40 rye, barley, and maize are fixed 
annually at levels equivalent to the corresponding basic target prices minus trans
port costs (from the major deficit area to border import point), with adjustment 

36 An indirect lowering of some grain prices was effected in Germany and other countries in 
which the 1962/63 target prices had applied to national grain standards which were lower than the 
EEC standards. Adoption, wholly or partly, of the higher EEC standards in 1963/64 at unchanged 
target prices meant in effect a lowering of these prices. 

37 During the transition period it is permitted to set intervention prices at a somewhat higher 
level in areas outside the largest deficit center. In no case can the intervention price be set higher than 
half the prescribed percentage below the derived target price for the area in question. For example, if 
the country has set its intervention price 7 per cent below the target price, then the derived intervention 
price must be at least 3 Yz per cent below the derived target price. 

3S In a subsequent regulation (29) it was stated that such subsidies may not exceed the difference 
between the market price of wheat (or rye) and either (a) the target price for barley or (b) the market 
price for maize, the latter in countries where the threshold price for maize is lower than that for barley. 
All prices are those of the greatest surplus area. 

39 For any given grain, EEC standard quality is the same for all member countries. Even in 
1962/63, when both target and intervention prices applied to national standard qualities of most 
grains, the threshold prices applied to the single EEC standard quality. The EEC standard qualities 
for the various pilot grains were defined in a regulation by the Commission (22). This regulation 
also lists the coefficients that must be applied when this standard is related to the national grain stan
dards. The coefficients have reference to moisture content, impurities, broken grain, and specific 
weight. For every pilut grain except maize the EEC standard is essentially the same as the French 
standard. 

40 For durum wheat (Triticum durum) certain special rules apply (Article II). In general, 
member countries set the threshold price for such wheat (21) at least 5 per cent higher than that for 
ordinary soft wheat. 
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to EEC standard quality and with the addition of the preferential margin against 
grain from non-EEC countries (Article 4). For grains other than the specified 
"pilot grains," threshold prices must also be set annually at levels such that the 
target prices for the pilot grains will not be threatened. Since 1963 the Council 
has required (34) that the prices of non-pilot grains should be related to the 
price of barley within the following limits (barley price = 100): oats 90-100; 
spelt 90-105; maize 93-109; millet 90-105; buckwheat 85-120. 

The Council has established detailed criteria which member countries must 
observe in setting threshold prices for flour, groats, and semolina.l1 These criteria 
are designed to secure appropriate relationships with the prices of the raw mate
rial and also to grant added protection to domestic processing industries. 

The import levy system is a dual one during the transition period. For any 
given grain or product each member has (1) its own set of intra-Community 
levies applicable against imports from other member countries, and (2) a higher 
levy applicable against imports from outside the Community. The intra-EEC 
levy is equal to the difference between the threshold price of the importing coun
try and the "free-to-frontier price" of the grain purchased from the exporting 
member country, with final subtraction of a uniform EEC preferential margin. 
This "free-to-frontier price" is determined by the EEC Commission once a week: 
it is equivalent to the price of the specified grain on the most representative local 
export market,42 adjusted to EEC standard quality, plus freight and handling 
costs to the border of the importing country concerned. 

The preferential margin mentioned above is designed to provide a preference 
for imports from member countries as compared with imports from others. The 
amount of this preference is announced in advance of each crop year, but is sub
ject to change if trade does not develop as desired. For grains, it has been main
tained with little change since August 1962: it was 4.0 DM or $1.00 per ton for 
all grains in 1962/63, 10 per cent higher in each of the following two years. Dur
ing the transition period-as grain prices in the member countries are gradually 
brought closer together-the intra-Community levy will decline. By the end of 
the period when there will be one set of target prices, intervention prices, and 
threshold prices for the whole area (adj usted for transportation costs and quality 
factors) it will have disappeared. 

The import levy each country applies against a grain or product from non
EEC countries is equal to the difference between (1) the threshold price of the 
importing country and (2) the applicable c.i.£. price. C.il. prices are determined 
daily by the Commission on the basis of the most favorable purchasing oppor
tunity on the world market (Article 10) .43 They are calculated for a border 
import point in each country-Emmerich in the case of Germany-on the basis 
of international quotations, adjusted for assumed quality differences. Although 

41 For wheat flour of defined standard the threshold price is based on a relationship of 1,400 kilo
grams of wheat to 1,000 kilograms of flour (roughly equivalent to 71 per cent extraction) plus speci
fied additions for milling costs and for protection of the milling industry, additions which are pre
scribed in detail for the individual countries (37). 

42 That is, most representative with respect to exports to the importing country in question. 
48 All c.i.f. prices, future c.i.f. prices, free-to-frontier prices, and the premiums, as determined by 

the Commission, have been published in a weekly agricultural supplement to Jour1lal Officiel des Com
l~unaut~s Europh:n1les. The original factors used by the Commission to adjust the c.i.f. prices of for
eIgn grams and flours to EEC standard qualities were published in July 1962 (24; 25): a few revisions 
were made in 1963 (32). 
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c.i.f. prices are reported daily, the associated import levies are revised only if the 
difference between the c.i.f. price and the threshold price changes by more than 
a specified minimum. Once established, the import levy on a given grain applies 
to all imports of that grain from all non-EEC countries, regardless of quality 
differences. 

The import levies on flour and other grain products are calculated according 
to principles spelled out in the EEC regulations concerning threshold prices (37), 
c.i.f. prices (23), and free-to-frontier prices (26), and preferential margins. The 
threshold price of, say, wheat flour is based on that of wheat grain with additions 
and subtractions to allow for milling margin, protection of the milling industry, 
and the value of the milling offal. C.i.f. and free-to-frontier prices for flour are 
determined directly by the Commission. Illustrative figures for West Germany 
are given below (p. 73), showing how the threshold price for wheat flour from 
non-member countries is calculated. The difference between this price and the 
c.i.f. flour price is, of course, the import levy on flour from outside the Commu
nity. The difference between this threshold price, reduced by the preferential 
margin, and the free-to-frontier flour price is the import levy on flour from other 
EEC countries. 

The export subsidy on grain shipped to non-member countries is, in principle, 
not to exceed the import levy in effect at the time of export (7, Article 2). A 
higher subsidy may be granted (1, Article 5), but in that case the exporting coun
try must call for bids and choose the one that would require the lowest subsidy. 
In certain situations-chiefly when the would-be importer is a state trading coun
try-this bidding may be dispensed with (30) even though a subsidy is granted 
which exceeds the import levy: it is specifically stated that this exception must 
not be used to distort normal trade patterns. In addition to such direct export 
subsidies, individual countries are authorized to pay a freight export subsidy of 
up to 32 DM ($8) per ton-an important factor in the exports of flour from West 
Germany in 1962-64. 

Under the common policy no export subsidies are required in intra-EEC trade 
when grain moves from a country with lower to a country with higher prices. 
But if a member country wishes to export grain to another member country with 
lower grain prices then an export subsidy may be granted equal to the subsidy on 
exports to third countries (minus the preferential margin) (36). In this case the 
importing member country must charge the same import levy that it charges 
third countries (also minus the preferential margin). This provision, it will be 
seen, makes possible, but does not encourage exports from member countries with 
high prices to those with low prices. 

The subsidy granted on flour exports may not exceed the export subsidy on 
the quantity of grain needed to produce the flour, the grain-export subsidy being 
equal to the import levy at the time of export (28). The prescribed grain-flour 
conversions (31; 28) vary according to the ash content of the flour from 102 to 
151 kilograms of wheat per 100 kilograms of wheat flour (66 to 98 per cent ex
traction) and from 102 to 154 kilograms of rye per 100 kilograms of rye flour 
(65 to 98 per cent extraction). The Council may, however, provide for higher 
export subsidies. In case of exports of either grain or flour to non-EEC countries, 
the subsidy may be replaced by subsequent permission to import a corresponding 
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quantity of grain, free of levy. Although the amounts of subsidy-free wheat im
ports allowed in exchange for flour exports are considerably lower than were 
permitted in West Germany before the EEC period (p. 53), the United States 
Department of Agriculture contends that the present ratios allow an export sub
sidy on flour exports approximately 10 per cent higher than for wheat grain. 
This may be so, though the available evidence is not conclusive. In any case, it 
is only fair to point out that such discriminatory favoring of flour exports is 
common in the world today, being practiced by the United States as well as many 
other countries. 

When import levies went into effect at the end of July 1962 all other import 
duties and charges with equivalent effects were abolished. So, too, were virtually 
all direct quantitative import controls, including milling quotas. However, under 
Article 21 of the Grain Regulation the Council may permit quota restrictions 
against non-EEC countries; and it did so in a July 1962 decision with respect to 
grains from state-trading countries. This limited permission to employ quanti
tative restrictions was extended to December 31, 1964. 

Finally, it may be mentioned that import and export certificates are required 
for all transactions, but are to be furnished upon request without restrictions. 
Import certificates are valid for three months from the first day of the month 
that follows the date of application, i.e., they may be valid for practically four 
months. The grain dealer who obtains a certificate pays a deposit which is for
feited if the specified import or export fails to materialize within this period. 

Special provisions for financing.-During the transition period support mea
sures for grains and other commodities will be carried out by the institutions of 
the individual member countries, but the Community will help cover the costs to 
an increasing degree. This was provided for originally in a regulation on financ
ing of the common agricultural policy (38), and further developed in a 1964 
regulation (40). The former provided for the establishment of the European 
Guidance and Guarantee Fund, the latter established guidelines for the respective 
activities of the "guidance" and "guarantee" sections of the Fund. 

The "guarantee" section concerns itself with Community contributions to the 
market-support costs of the member countries, i.e., to expenses incurred by them 
because of export subsidies and internal market-support measures for commodi
ties subject to a common policy. The relevant internal markets support mea
sures for grains, as spelled out in a separate regulation (41), are: (1) denaturing 
of breadgrains and (2) carrying of stocks, acquired by intervention, from one 
crop year to the next. Under Article 5 of the original regulation on financing, 
the Fund has to cover the following shares of the member countries' market 
support expenses, internal and for export subsidies:41 Yr; in 1962/63, % in 1963/64, 
and % in 1964/65. After that the shares are scheduled to continue to increase in 
such a way that the Fund finances the total relevant expenses at the end of the 
transition period. If grain prices are unified before 1970 the Fund will cover all 
such expenses from the time of price unification, according to the proposed 
Mansholt Plan (see p. 83). 

14 The Fund's contribution with respect to a member country's export subsidies is based on the 
country's net exports of the grain in question, and the amount granted per ton is equal to the lowest 
average export subsidy paid per ton of that grain by any member country. 
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The function of the "guidance" section is to contribute a part of the capital 
needed for certain broadly defined measures which may be termed "structural 
improvements": these may be concerned with the marketing of farm products 
as well as with the production process. The EEC Commission attaches much 
importance to structural improvements as the long-term solution to many farm 
problems, but preoccupation with the urgent price and market policy questions 
has forced this part of its work to remain in the background. 

German Grain Policy and Controls under the EEC Grain Regulation 

The German Grain Price Law of 1962/63 and the orders that implemented 
it represent the adaptation of the EEC grain policy to the German situation. 
Subsequent years have brought further changes in accordance with the develop
ing common policy. Before analyzing this new stage of German grain legislation 
it may be useful to compare the main points of past German and present EEC 
grain legislation, emphasizing similarities as well as differences. 

Comparison between new and former systems.-At the heart of the German 
grain programs of 1950-62 were the regulations pertaining to prices of domestic 
and imported grains (and implicitly to variable import levies equalizing these 
prices), to quantitative import controls, and (for breadgrains) to milling quotas. 
Under EEC rules, milling quotas and direct controls over the quantities and 
sources of imports no longer have a place in the German grain pricing and dis
tribution system. As from July 30,1962 support of domestic prices has been based 
solely on (1) flexible import fees designed to raise import prices to the domestic 
"target" level, and (2) potential support purchases at lower "intervention" prices 
by a government-financed "intervention agency" (the old Import and Storage 
Agency). 

The target and intervention prices of the EEC Grain Regulation roughly re
semble the maximum-minimum price ranges of previous German grain price 
laws. But while the former are wholesale prices, the latter were producer prices. 
Thus the farmer does not now have the same certainty that he will receive a defi
nite price. He will get the advantage and/or disadvantage of variations in mar
keting costs, of local supply conditions and, initially, of changes in subsidies on 
transport of grain, and of revised regional price differentials. The target and 
intervention prices are subject to regional variations as were the former maxi
mum-minimum prices for breadgrains. There are a total of 16 different regional 
prices, applicable to a total of 202 intervention points, as compared with four 
prices applicable to four price regions formerly. The price differentials estab
lished for the four former price "regions" were determined partly on the basis 
of such economic factors as freight rates and surplus-deficit positions, but did not 
go as far as a strict application of these considerations would have required. The 
purpose of the incomplete differentiation was to establish greater price equality 
throughout the country than would normally prevail. Under the present system 
the regional price differences have been substantially increased with a significant 
shift toward emphasis on economic elements (see p. 71). 

The target and intervention prices of wheat, rye, and barley are subject to 
monthly increments, as were West German wheat and rye prices earlier. For feed 
barley this is a new development. All prices, as formerly, are now set with refer-
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ence to a defined standard grain quality, other qualities enjoying premiums or 
discounts. The standards used for the 1962 crop were the old German grain 
standards, but in 1963 a beginning was made toward aajusting these to the higher 
common EEC standards. 

The quality premiums and discounts are determined by the German authori
ties (59). In principle there is now only one target price and one intervention 
price (with their regional derived prices) as well as one threshold price for barley 
whereas formerly there were three maximum-minimum ranges for malt, other 
industry, and feed barley individually. However, German intervention price 
directives call for a special addition of 40 DM ($10) per ton for malt barley. This 
is less than the price advantage previously granted. It is not considered possible 
to support a higher malt barley price without a corresponding separate threshold 
price. In contrast with previous practice, no target and intervention prices are 
set for oats and no support purchases are made of this grain. 

The Import and Storage Agency is obliged to buy grain offered it at any time 
at the intervention price, as it was formerly obliged to buy at the minimum price. 
However, the old stipulation that the Agency might make support purchases only 
if farmers were unable to obtain the minimum price in the free market no longer 
applies; it may also intervene by making voluntary market purchases, offering 
any price it chooses up to but not higher than 95 per cent of the target level. It 
will not normally sell grain at a price below the target price (except denatured 
wheat and rye), as it often has in the past. Now, as before, the Agency buys and 
sells for its own stockpiling purposes. 

Price determination for imported grains follows the previous West German 
pattern rather closely: the threshold price is a counterpart of the former disposal 
price of the Import and Storage Agency, and the former "take-over" price has its 
counterpart in the Commission-determined "c.i.f. price" (with respect to imports 
from non-EEC countries) and the "free-to-frontier" price (with respect to im
ports from other member countries). There will thus be, in contrast with pre
vious practice, two sets of import fees. The difference between the two sets of 
import fees is now very great owing to the great difference between the c.i.f. price 
of grain from non-EEC countries and the free-to-frontier prices of grain from 
member exporting countries (see Appendix Table V) .45 

There is another important difference between the past and present determi
nation of import levies (skimmings). The old disposal price-the upper determi
nant of skimmings-was selected so as to correspond roughly to the domestic 
price, which at that time was a producer price. But its counterpart, the threshold 
price, is set so as to correspond to the target price level, i.e., the wholesale level. 
This results in higher import fees, import prices having to be brought up to the 
wholesale price level rather than the producer level,4° Furthermore, under pres-

. 45 An announcement by the Import and Storage Agency for Grains concerning applications for 
Import licenses (Bundesanzeiger, September 7, 1962) states that applicatIOn for imports from another 
EEC country must specify that country, and that EEC countnes in this respect include Algeria, Guade
loupe, Martinique, Reunion, and Guiana. This would seem to imply that the import leVIes on French 
graInS apply to grains from anyone of these areas. 

40 It was possible formerly to gear the import price to the lower producer price level, since the 
Imp~rt and Storage Agency did not rely on this means of import control exclusively. It could always 
re~ram from admitting imports and thus influence the price level. This, of course, is no longer per
mItted. 
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ent rules the quality differentials for wheat appear to result in a greater reduction 
of the c.i.f. import prices for non-EEC grain than was the case under West Ger
man policy in 1961/62. In that year the German import levy for wheat was based 
on the price of Manitoba No.3, which was given a quality margin of 30 DM 
($7.50) per ton. In the EEe list of quality coefficients now applied, Manitoba 
No.3 is given a margin of 42 DM ($10.50) when compared with the EEC stand
ard wheat quality (which in turn is put some 8 DM (or $2 per ton) above the 
German standard quality). Thus, it appears that the prices of foreign quality 
wheats sufter a greater reduction in price when they are adjusted to the EEC 
quality standard than was the case under previous German rules-at the same 
time, the threshold price has been increased over its previous equivalent. 

Since the threshold price for any pilot grain must be based on its target price, 
which increases through the crop year, the import levy tends to increase too, other 
things being equal. This was the case in West Germany with respect to bread
grains before July 1, 1960. But in the last two years before the common grain 
policy went into effect the disposal price for wheat was kept unchanged through 
the year. The skimming then varied only with variation in the world price of 
Manitoba No.3 (see p. 51). Under previous German grain price laws feed grain 
prices and import levies were not subject to increases during the year. Conse
quently, the import levies for all grains at the end of 1962/63 exceeded the pre
vious year's levies by a still greater amount than at the beginning of the crop 
year. 

The wide latitude formerly enjoyed by the Import and Storage Agency re
garding subsidization of grain and flour exports no longer exists. Although ex
port subsidies reinforced by freight subsidies in some countries seem likely to 
play an important role in the EEC grain price support system, and flour-export 
subsidies may still be higher than corresponding subsidies on grain exports, these 
must now be granted in accordance with the more limiting rules described above. 

Finally, it is important to note that since quantitative import controls have 
been abolished, grain quotas in bilateral agreements between West Germany and 
grain exporting countries have lost their former meaning. The discrimination 
with respect to supplier countries which was an inherent part of the bilateral 
agreements system has thus disappeared. 

The grain price program of 1962-64.-When the EEC Council set the mini
mum and maximum target prices for all member countries for 1962/63 it based 
the latter on the German minimum producer prices in August 1961. To these 
producer prices it added total costs of 23.50 DM ($5.88) per ton, as estimated by 
the Germans, to arrive at the corresponding 1961 wholesale prices at the inter
vention level and increased the results by 7Yz per cent to reach the target price 
level (Appendix Table IV). Rounded down slightly, these maximum EEC tar
get prices were chosen by the Germans as their August 1962 target prices for 
Duisburg, the major deficit area. They amounted to 475.50 DM ($119) per ton 
for wheat, 432.50 DM ($108) for rye, and 412.00 DM ($103) for barley, all appli
cable to the old German quality standards for these grains. 

Because West Germany refused to go along with the downward price adjust
ments proposed by the Commission, first in the spring of 1963, and later in the 
winter and spring of 1964, the German target and intervention prices were prac-
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tically the same for 1963/64 as the previous year (Appendix Table IV). Since 
August 1963, however, the barley target price of 412 OM ($103) has applied to a 
somewhat higher standard quality, which in effect means a price reduction for 
barley of 6 OM ($1.50) per ton. 

Appendix Table IV shows that in Ouisburg (major deficit area) the August 
intervention prices of 1962, 1963, and 1964 have resulted in minimum producer 
prices (calculated) roughly equal to those of August 1961. In distant surplus 
producing areas, however, some price reduction would have been evident if 
market prices had been at the basic intervention level, because of the much 
greater regional price differentiation introduced under EEC. In 1961 the lowest 
regional producer price was only 8 OM ($2) per ton below that of Ouisburg; in 
1962 the lowest target price (Simbach-Inn) was 310M ($7.75) below the Ouis
burg target price (32 OM below in 1963). To ease the impact of this change, the 
German government availed itself of the permission (limited to the transition 
period) to set the derived intervention prices in distant surplus areas closer to 
the derived target prices in such areas than in the main deficit area (see p. 64, 
footnote 37). Thus the intervention price in Simbach-Inn was only 16 OM ($4) 
per ton below the Ouisburg intervention price-half the difference between the 
corresponding target prices. 

In a further effort to raise minimum price expectations for producers in the 
surplus areas, the government took steps to reduce transportation costs by way of 
reduced grain freight rates and additional freight subsidies. The net effect was 
reported at the time to be a freight rate reduction, for grain shipped by rail, of 
over 43 per cent of the pre-August 1962 rates. The reduction applied to domestic 
and imported grain alike. Nevertheless, wherever wholesale grain prices in the 
more distant surplus areas have not exceeded the intervention levels during 
1962/64, producer prices have probably been a little lower than in 1961/62. 

Under EEC rules the prices of all pilot grains are subject to monthly incre
ments to allow for storage costs. Table 5 shows that in West Germany the sums 
of the monthly increments were exactly the same for wheat and rye in 1962/63 
as they had been the year before, but for barley used for feed and industry the 
addition of seasonal increments was a new development which contributed to 
the higher level of feed grain prices in 1962/63. The higher prices, in turn, led to 

TABLE 5.-CROP YEAR TOTALS OF MONTHLY PRICE INCREMENTS FOR 
WHEAT, RYE, AND BARLEY, 1961-65* 

(Deutsche Mad, per ton; in pareTJtheses, U.S. dollars per ton) 

1961/62 
1962/63 1963/64 and 1964/65 

Minimum Intervention Target Intervention Target 
Grain producer price price pnce price price 

Wheat ......... 45 (11.25) 45 (11.25) 45 (11.25) 40 (10.00) 40 (10.00) 
Rye ........... 45 (11.25) 45 (11.25) 45 (11.25) 40 (10.00) 40 (10.00) 
Feed and industry 

barley ........ 0 (0) l 24 (6.00) 24(6.00) 165 (4.12) 165 (4.12) Malt barley ..... 18(450) 5 
• Based all prices in annual grain price laws (56). 
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the reduction in increments in 1963-a reduction criticized by members of the 
trade, who argued that the 1962/63 increments were barely adequate to cover the 
cost of holding grain. 

At no time has the West German government made direct use of the provision 
of the EEC Grain Regulation permitting grants of a subsidy for denaturing wheat 
for feed use. However, to ease the upward pressure on feed grain prices, the 
Import and Storage Agency on October 15, 1962 announced that it would begin 
to sell denatured wheat from its own stocks. The Agency reportedly geared its 
sales price to the target price for barley at the points of sale, with an addition of 
5 DM ($1.25) per ton (11; 14). By September 15, 1963, close to 500,000 tons had 
been sold under this provision. 

The grain import and export price program of 1962-64.- West German 
threshold prices for the pilot grains were established on the basis of the August 
1962 Duisburg target prices. As shown in Appendix Table V, the threshold prices 
were calculated as equal to the target prices minus transportation costs from the 
point of import (Emmerich) to Duisburg, plus adjustment for the quality differ
ence between the German grain standards and the higher EEC standards (22), 
and plus the prescribed EEC preferential margin. Threshold prices for non-pilot 
grains such as oats and maize were set at levels that would not jeopardize the 
price of barley. Import levies on non-EEC grain were calculated as the difference 
between the established threshold prices and corresponding import prices, c.i.f. 
Emmerich, as ascertained by the EEC Commission. Similarly, the levies on 
grains of member countries were calculated as the difference between the thresh
old prices (minus the preferential margin) and the free-to-frontier prices of grains 
from member countries as ascertained weekly by the Commission. The latter 
are shown in Appendix Table V for grains exported from France to Germany. 

All prices and levies shown in Appendix Table V are those in effect at the 
beginning of the past three crop years, August 1962, 1963, and 1964. All were 
subject to later changes, partly because the threshold prices went up with the 
target prices in the course of each crop year, and partly because the c.i.f. and free
to-frontier prices changed. The EEC preferential margin was changed only at 
the beginning of the 1963 crop year, when it was increased by 10 per cent. 

The 1962/63 crop year was not very far advanced before it was found that the 
new pricing procedures resulted in high feed grain prices, to the detriment of 
the livestock producers. In particular, it was believed that the threshold prices 
had been fixed too high. The market price of barley in the surplus area was re
ported well above the target price from September through February. Under the 
circumstances, farmers tended to retain rye for feed so that rye millers in some 
localities at times had to pay rye prices above target levels. In an effort to counter
act these high grain prices, the government adopted revised threshold prices for 
the January-June 1963 period by an order which lowered most of the threshold 
prices originally scheduled for these months by 4 DM ($1) per ton. Moreover, 
when new threshold prices were set for the following crop year, the August wheat 
price was lowered by 6 DM ($1.50) per ton, the rye price by 4.50 DM ($1.12), 
and the barley price by 9.50 DM ($2.38), despite unchanged target prices, in 
recognition that the 1962/63 threshold prices had been set too high, especially in 
the face of reduced transport rates. 
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Even before the 1962 prices went into effect it was realized that the large in
crease in the 1962 import levy on wheat, as compared with that of the preceding 
year (Appendix Table V), would increase the cost of high quality wheat from 
outside EEC: this included the hard wheat that millers needed in their grists. 
To stave off an increase in Rour prices the government made use of the provision 
in the Grain Regulation (Article 23) which permits member countries to grant 
a subsidy for the benefit of consumers, if consumers in the previous year, 1961/62, 
had not paid in full the price which would have been required had the price of 
imported grain been brought completely up to the price level for domestic grains. 
The German government, therefore, granted millers the following subsidies for 
the period October 1, 1962-June 30, 1963 per ton of grain milled (68): common 
wheat 26.80 DM ($6.70), industry oats 125.00 DM ($31), and industry barley 
103.00 DM ($26). These were discontinued at the beginning of 1963/64, but were 
later reinstated for wheat at the rate of 24.00 DM ($6). 

The prices of starch and glucose were held down by a different method. The 
import levies on wheat and maize imported for these purposes and processed 
under customs control were greatly reduced. For instance, at the beginning of 
October 1962 when the general import levy on wheat was 266.60 DM per ton, 
application of the announced rules resulted in a rate on wheat for starch of only 
62.20 DM ($67 and $16, respectively). The corresponding figures for the maize 
levy were 227.20 and 39.20 DM ($56 and $10). This type of price reduction was. 
made effective again for 1963/64 by a new announcement of July 1963. 

The threshold price and import levy for Rour are now rigidly geared to the 
threshold price for grain, as provided by EEC rules (see p. 66). The following 
calculated example shows how these rules would be expected to work out in the 
case of Germany at the beginning of the 1962/63 crop year. 

Price, margin, or levy per ton DM 

Threshold price for wheat minus preferential margin ........ . .. 480.00 
Comparable price for flour (wheat price times 1.4) .............. 672.00 
Plus milling margin (37) .................................... 55.00 
Plus milling protection, 75 DM reduced by o/t5 (37) ............ 65.00 
Minus value of milling offal (50)47 ........................... 83.50 
Threshold price toward member countries .... . . . . . . . . . . . . . . . .. 708.50 
Plus preferential margin for flour . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 10.00 
Threshold price toward third countries ........................ 718.50 
C.i.f. price for flour of soft wheat . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 326.80 

Calculated import levy .................................... 391.70 

U.S.$ 

120.00 
168.00 

13.75 
16.25 
20.88 

177 .12 
2.50 

179.62 
81.70 
97.92 

In actual fact, Germany set her threshold price at that time at 740.50 DM 
($185). This would result in an import levy of about 414 DM. Owing to lower 
threshold prices and especially to higher c.i.f. prices, the import levies on wheat 
flour in July 1963 and 1964 were much lower, namely 329.50 and 326.40 DM 
(roughly $82). 

For 1963/64 the protection for domestic millings was reduced by an addi
tional %i of 75 DM, i.e., it was brought down from 65 to 55 DM, but at the same 

47 This is equal to the lowest average monthly price of the previous year at mill, Duisburg (50, 
p.75). 
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time the preferential margin was increased from 10 to 20 DM. By this device the 
protective margin, which is applied against member countries and other countries 
alike, is being gradually done away with, but the preferential margin in favor of 
EEC countries as against those outside is increased by the same amount. 

This extremely high flour protection-well over 100 per cent in August 1962 
and about 85 per cent later-is probably no more restrictive than the protection 
applied before August 1962, and possibly less so. Comparable figures are not 
available, but in view of the severe problem caused by postwar overcapacity in 
German milling industry and the small quantities of flour that were allowed to 
enter Germany, it appears likely that it was, in any case, the quantitative restric
tions rather than the import levy that was the primary import-limiting factor 
under pre-EEC policies. 

The extensive German aids given to grain and flour exports before 1962, as 
well as the pertinent EEC rules on export subsidies, have been described (pp. 
52-54 and 66). Not until March 1963 did Germany adopt new export subsidy 
regulations in line with the EEC rules (60). Interim measures had made certain 
exports possible in the meantime. She did not avail herself of the permission to 
grant cash subsidies except for exports of seed grains and certain minor grain 
products. However, the March 1963 order provided for export subsidies in the 
form of levy-free grain imports, as compensation for exports to non-EEC coun
tries of any major grain, flour, or groats.48 Despite the dissatisfaction of the Ger
man grain trade, which claimed it was handicapped in relation to other EEC 
grain exporters, the order was renewed essentially unchanged for 1963/64 and 
again for 1964/65. 

Under the changed procedures, German flour exports-of which a substantial 
portion had previously gone to the Netherlands-declined noticeably in 1962/63. 
However, some decline might have been expected in any event, since part of the 
former large flour exports of West Germany had reflected disposal of unwanted 
quantities of soft wheat which she had felt obliged to import under earlier bi
lateral trade agreements-an obligation that no longer exists. In 1963/64 a heavy 
Russian demand caused German wheat flour exports to rise, perhaps temporarily. 

As of November 1964-the third year under the common grain policy-it 
seems clear that there has been little change in the average grain prices received 
by West German producers, and that only negligible progress has been made 
toward that lowering of the German price which observers generally-and the 
EEC Commission specifically-consider implied in the grain price unification 
called for in the EEC Grain Regulation. Regional variations in grain prices, how
ever, have become greater, and now correspond more closely with economic costs 
of transport and with surplus--deficit market demands. 

The high level of the threshold prices and the associated high import levies 
may well have increased the prices of imported grains compared with 1961/62; 
but the available data are not sufficiently complete or comparable to warrant firm 
conclusions. In particular, special subsidies to help defray transport and milling 
costs have tended to neutralize such possible increases so far as grains for human 
and industrial consumption are concerned. On the other hand, purchasers of 

48 Under EEC rules the quantity of wheat that may be imported in return for 100 kilograms of 
flour exported ranges from 102 to 151 kilograms. This compares with 138-175 kilograms in 1961/62. 
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feed grains appear to have faced higher average prices in recent years with less 
aid from government subsidies. 

Non-EEC exporters of grain to Germany have presumably suffered in some 
degree from the preference enjoyed by exporters in other EEC countries. On the 
other hand, advantages, as well as disadvantages, exist in the new import control 
system. Elimination of quantitative restrictions and the related quotas in bilateral 
agreements has done away with the distortion of trade which is inherent in these 
practices; and the importer's freedom to buy the quality of grain he wants from 
the source he prefers is a desirable aspect of the new policy. So is the elimination 
of some of the excesses of the former flour export subsidies. 

EFFECTS OF AGRICULTURAL PROGRAMS ON GERMAN GRAIN PRICES 

The preceding record of German policies underscores the key importance at
tached to grain prices in German agricultural planning of the past four decades. 
A primary, persisting goal has been the maintenance of grain prices at levels at
tractive to domestic producers. How successful have differing German govern
ments and programs been in attaining this objective? Have German grain prices 
been effectively insulated from declines in world prices-from both short-period 
depressions on the one hand and long-term downward drifts on the other? These 
are the questions to be dealt with in the present section. 

Independence of German Grain Prices 

The best indication of the effect of government policy and programs on Ger
man grain prices is found in a comparison of the level and trends of German 
and international grain prices, for in the absence of government intervention both 
the level and the course of German prices would have been closely in line with 
"world" prices. 

There is no perfect series of international grain prices for the four decades 
covered. On the whole, British import prices probably present the best view of 
world price levels and changes, but German import prices serve well in most 
years, and even better in some.49 Both series are used here. Chart 1 (based on 
Appendix Table VI) shows German domestic and import prices in German cur
rency (log scale); Chart 2 (based on Appendix Table VII) shows these and also 
British import prices converted to United States dollars at current exchange rates. 
The latter chart, therefore, reflects in all series the devaluation of the dollar in 
1933, and the British price series also reflects the devaluation of the pound in 
September 1931. The German government's refusal to devalue the Reichsmark 
in the 1930's was thus associated with sharply increased dollar prices of German 
domestic grains, which stood considerably higher during 1933-39 than when in
ternational grain prices were at their interwar peak in the mid-twenties (Chart 
2). This abnormal price relationship was due wholly to the altered exchange 
rate, since German grain prices in domestic currency were materially lower dur
ing and after the Depression than they had been a decade earlier. 

On the whole, Chart 2 shows a fairly close correspondence between the two 

4U Both the British and German "import prices" here discussed actually represent average custom 
valuations (excluding duty) of all grain imports made during a given twelve-month period (August
July for the United Kingdom and January-December for Germany). 
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CHART 2.-PRICES OF FOUR MAJOR GRAINS TO GERMAN PRODUCERS COMPARED 

WITH AVERAGE GERMAN AND BRITISH IMPORT PRICES, 1924--64* 
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"world" price series, differences in timing and grain quality considered. The 
most persistent discrepancy between them occurred in the early and mid-1930's 
for wheat, oats, and maize, for which German import prices tended to be higher 
than the British. At that time German imports were largely made on the basis 
of clearing or barter deals in which the total value of the package was more 
important to both parties to the agreement than the price quoted on each com
modity included in it. It was not uncommon for Germany to grant higher prices 
for limited agreement imports in order to compensate partner exporting countries 
for quantitative restrictions on imports. 

Although the spreads between German domestic prices and import prices of 
individual grains (Charts 1 and 2) broadly indicate the degree of their "protec
tion," every widening or narrowing of a given spread should not be interpreted 
as a change in "protection" of the grain concerned. In a single year or even some
what longer period spread changes may result from differences in the grain qual
ity or timing represented by the two price series. Conversely, a real change in 
protection may occur without being reflected in a change in spread-e.g., when 
an export surplus develops of a grain formerly in deficit supply. In such a situa
tion an unchanged differential between domestic and world prices represents an 
increase in protection. 

When attention is focused on the spreads between domestic and world prices 
over periods of several years, it seems clear from Charts 1 and 2 and recorded 
policy developments that there have been six fairly distinct stages of German 
grain protection since 1925. Each stage was characterized by somewhat different 
policy measures and different associated price spreads. 

Between the first and the sixth stage Germany moved from a protective posi
tion in which the tariff was fixed and moderate and the grain price was flexible 
to one in which the price is fixed and the import levy, counterpart of the tariff, 
is flexible and high. Rigid, and at times monopolistic, controls over the grain 
market were exercised in intervening periods. In all but the first two of the six 
stages government fixing of domestic prices combined with effective controls 
were dominant determinants of the independent level and course of most German 
grain prices. The six policy and price stages that warrant differentiation are 
briefly described below. 

Stage I: 1925j26-28j29.-The chief policy implementing measure was 
a fixed tariff. Domestic grain prices were moderately above, but essentially 
followed world price movements. 

Stage II: 1929j30-32j33.-Flexible, steeply rising tariffs 50 (Appendix 
Table I), coupled with a government monopoly for maize and internal 
market-support measures, were aimed at attainment of price goals which 
proved unrealistically high at a time of mounting economic strains and in
creasing grain surpluses throughout the world. The previous close connec
tion between German domestic and world grain prices was severed, with 
resulting drastic widening of the price spreads as world grain prices 
tumbled. 

50 These "flexible tariffs" (i.e., tariffs which could be changed by administrative decision without 
any binding legislative formula) during this and the following stage gradually took on the character 
of the post-1950 "variable levies" (i.e., levies which are subject to semi-automatic changes when world 
prices change). See pp. 34-35, 39, 51, and 66. 
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Stage III: 1933/34-37/38.-Government-fixed grain prices were effec
tively maintained, primarily by stringent quantitative restrictions on grain 
imports and milling, and by monopoly control over internal markets. 
Tariffs and other import levies then in force were of secondary importance. 
The spread between domestic and world grain prices reached its greatest 
magnitude ever at this time; but since the domestic prices were kept rela
tively stable, rising world prices narrowed the gap in the last two years. 

Stage IV: 1949/50-51/52.-Wartime and early postwar efforts to keep 
grain prices down for the benefit of consumers were terminated; and gov
ernment direction of prices, imports, and marketing was put in the hands 
of the semi-governmental Import and Storage Agency for Grains. Gov
ernment-decreed prices were raised and were allowed essentially to reach 
(for wheat even to surpass) the high world level of the Korean crisis 
period. 

Stage V: 1952/53-61/62.-Government-fixed domestic prices were kept 
close to their high 1951/52 peaks by a combination of variable import levies 
("skimmings"), quantitative import restrictions, and internal market sup
port measures. With domestic prices thus stabilized in the face of declin
ing world prices, the protection given to German grain producers sharply 
increased without, however, even remotely approaching the extreme pre
miums over world prices maintained during the 1930's. 

Stage VI: EEG period (1962/63-64/65).-In adjustment to the grain 
policy of the European Community quantitative import controls, previ
ously so important in West Germany, were immediately abolished. Grain 
prices (which could have been lowered but not raised) under EEC rules 
remained essentially at the previous high level, maintained by means of 
variable import levies and internal market-support measures. Even though 
German import levies on major grains were raised, producer prices did not 
rise and the spreads between producer prices and world prices remained 
about the same as in the last years of the pre-EEC period. 
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In the course of the time span covered by these six stages, the greatest change 
in German grain policies and price independence occurred with striking impact 
during the Great Depression. Domestic grain prices, which in 1925-29 had been 
some 13-30 per cent above the corresponding world prices, were an astonishing 
130-260 per cent above German import levels around 1935 (200-230 per cent above 
British import prices in terms of dollars). During the few years of world grain 
shortage after W orId War II, W cst German prices were kept low in the interest 
of consumers. But after the West German government raised domestic grain 
prices in 1950/51, domestic and world prices were close together only briefly. The 
spread soon widened, and in the late 1950's and beginning of the 1960's prices 
received by German producers were mostly some 40-50 per cent above the corre
sponding world prices. This was the order of magnitude also during the first two 
years of the common EEC policy. 

Government Protection of Individual Grains 

All four major grains in West Germany-wheat, rye, barley, and oats-have 
followed roughly the same historic development with respect to independence 
from world prices. Nevertheless, there have been differences in degree and tim-
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ing and thus changes in the ranking of the four grains, based on the degree of 
protection they apparently have enjoyed. 

In the first stage-1925-29-protection afforded secondary grains appears to 
have been greater than for wheat, with oats enjoying the greatest percentage price 
differential over world levels (Charts 1 and 2). For wheat the calculated price 
differential somewhat overstated the degree of protection given that grain, since 
Germany then imported (and still does) wheat of higher quality than the do
mestic crop. For comparable quality the difference would have been greater. 
That rye and oats enjoyed higher percentage protection is confirmed, however, 
by the fact that their specific tariff rates in 1926-29 were identical with that on 
wheat, thus making the ad valorem incidence of the import duty on these grains 
materially higher. Furthermore, although German domestic rye and oats were 
typically in surplus in these years, producers in the surplus regions were assured 
the world price plus the incidence of the tariff. This was made possible by the 
import certificate system (pp. 33-34). 

In view of the complexity and rapid changes in the policy measures put into 
effect during the early years of the Great Depression, there is little point in dis
cussing the changing degrees of protection at that time. Suffice it to say that rye 
and oats lost their previous special advantage when the import certificate system 
became unworkable, while the new milling quotas for wheat helped to provide 
stronger protection for this grain. 

During the Nazi period, with its government-fixed grain prices, barley appears 
to have been the most intensively protected grain. The feed shortage which pre
vailed as the result of the self-sufficiency efforts of the government (under which 
oilcake as well as feed grain imports were severely curtailed) created a strong 
upward pressure on domestic feed prices. In response, the government raised 
the prices of barley and oats (particularly barley) considerably more than the 
price of wheat. Nevertheless, the quantities of domestic barley that entered the 
feed market even at these favorable prices were reportedly negligible (76, p. 92). 

Since the end of the period of grain shortage following World War II, the gov
ernment-fixed prices maintained for West German grain have been most pro
tective to rye and least protective to oats. This is true even if 1957/58 is dis
regarded-a year in which an exceptionally high domestic price coincided with 
the lowest postwar import price for rye. While the rye price was typically some 
50 to 65 per cent above the corresponding import price, and the oats price at best 
35 to 40 per cent above, wheat and barley ranged in between these levels of price 
advantage. Even allowance for quality differences between imported and domes
tic grain would not change the general order of these indicated relationships. 

The protection granted rye in recent years is all the more striking when it is 
considered that there were substantial annual export surpluses of this grain in 
West Germany, beginning in 1956/57. Under the circumstances, it is no wonder 
that subsidized sales of rye for feed use, compulsory use of rye in mixed feed, tie-in 
sales, and subsidized exports were necessary at times to maintain the government
fixed price. 

Application of the common EEC grain policy since August 1962 has not basi
cally altered the relative protection granted West German grain producers. The 
new policy, nevertheless, has had salutary effects on grain pricing and marketing. 
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TABLE 6.-GERMAN DOMESTIC AND IMPORT PRICES OF RYE, BARLEY, AND OATS AS 
PERCENTAGES OF THE CORRESPONDING PRICE OF WHEAT, 

SELECTED PERIODS, 1925-64* 

Rye Feed barley Oats 

Period Domestic Import Domestic Import Domestic Import 

1925/26-1928/29 ......... 88.0 84.0 82.1 74.4 87.1 72.8 
1929/30-1932/33 ......... 76.5 82.5 72.3 70.3 66.9 76.0 
1933/34-1937/38 ......... 84.8 94.6 88.2 75.5a 80.9 75.5 
1949/50-1951/52 ......... 90.6 109.3 85.6 99.9 83.4 94.9 
1952/53-1961/62 ......... 93.8 87.3 83.4 85.6 76.3 86.9b 

1962/63-1963/64 ......... 91.8 83.7" 83.8 87.0" 78.4 82.0° 

• Based on Appendix Table VI. 
a Four-year average only. Feed barley imports not given separately in 1938_ 
b Nine-year average only_ There were no oats imports in 1953. 
c For 1962/63 only. Figures for 1963/64 not available at time of writing. 

Greater and more realistic regional price differentiation for all domestic grains 
and the introduction of seasonal increments to feed grain prices, as well as elimi
nation of quantitative import restrictions, milling quotas, and some of the ex
cesses of export subsidization all reflect EEC's determination to alleviate some of 
the worst distortions of national price and market controls. Economic forces now 
play a somewhat greater though still modest role in the West German grain 
market; but the general level of protection remains disturbingly high. 

Interrelationships Among Producer Prices of the Major Grains 

In view of the interest of the Commission in establishing price relationships 
between the different grains which will curb the trend toward increasingly greater 
surpluses of breadgrain in the Community, it is important to consider what price 
relationships have prevailed among German grains in the past, and how these 
have differed from corresponding price relationships on international markets. 
Table 6 shows the average prices of German secondary grains as percentages of 
the price of domestic wheat in each of the six policy stages previously discussed. 

Toward the end of the first stage-when world wheat prices were moving 
downward ahead of rye and coarse grain prices, and prices in Germany were 
following suit-the prices of the three major secondary grains actually stood at 
90-100 per cent of the wheat price. This changed abruptly in 1929/30 due to the 
initial effectiveness of the special programs adopted to bolster the price of wheat 
while other grains declined. For two years German rye, barley, and oats prices 
were only about two-thirds that of wheat. Beginning with 1931/32, the prices of 
secondary grains again improved-at first because of tariff increases and the opera
tions of the maize monopoly, later because government-fixed prices of rye, barley, 
and oats ranged between 80 and 92 per cent of the price set for wheat. 

Inasmuch as grain prices have been continuously fixed by official authority 
since the end of World War II (with the exception of barley and oats prices dur
ing part of 1950/51 and of oats since August 1962), the percentages of the last 15 
years broadly reflect government-determined price relationships among the four 
grains. Such minor deviations as occurred were due to variations in the average 
quality of the respective grains and to fluctuations within the permitted price 



82 KAREN T. FRIEDMANN 

ranges. Not surprisingly, these price relationships show much greater stability 
from year to year than those before World War II. 

In every postwar year except 1950/51 the price of West German rye was sup
ported at a level above 90 per cent of the wheat price-a little less at the beginning 
and the end of the period than in the mid-1950's, when it stood at 95 per cent for 
five consecutive years. Since barley and oats were allowed to move within con
siderably wider price ranges than wheat or rye, the major feed grains show a little 
more fluctuation in relation to wheat than does rye. Nevertheless, the price of 
barley stayed between 80 and 90 per cent of the wheat price, while oats ranged 
between 73 and 85 per cent. (The higher level occurred before the government 
reduced the oats price in 1953.) 

Little attention need be paid to the relationships between grain import prices 
during the Great Depression, the Nazi period, or 1949-52, affected as these were 
by many diverse abnormalities. On the whole, the percentage relationships be
tween German import prices of secondary grains and wheat in the three other 
policy stages, 1925/26--1928/29 and the last two postwar periods, rest on firmer 
foundations. When compared with the domestic price relationships they confirm 
the impression obtained from the direct comparison of German domestic prices 
and world prices: German rye was favored price-wise both in the pre-Depression 
and the post-Korean period, but domestic oats enjoyed such favor only in the 
1920's. 

Benefits from Low Grain Import Prices 

Throughout the many years in which the domestic prices of grain have been 
kept far above import prices, the German government has usually received the 
benefit of the lower import price, i.e., the proceeds of high tariffs or import levies 
have largely gone into government coffers. German purchasers of grains
whether for food, feed, or industrial uses-have in most instances paid the same 
high prices for imported as for domestic grains, quality considered. However, 
this rule has been subject to exceptions and modifications, some of brief duration 
designed to cope with a temporary situation, others of more lasting nature. 
One persisting modification was inherent in the government subsidy on trans
portation of imported high quality wheat during 1950--62. Although the govern
ment pocketed the "skimmings" on this grain, its transportation subsidy pre
vented the full price effect from falling on the consumer, and its own income from 
the grain program may be said to have been reduced by the amount of the subsidy. 

Differentiation in the prices paid by different categories of grain consumers 
for the same grain has also been practiced. The sale of denatured breadgrains as 
livestock feed at reduced prices as well as subsidized sales of rye to manufacturers 
of mixed feeds are cases in point. While the price of denatured grain must be 
closely related to the barley price under EEC rules, the prices at which the West 
German government sold denatured grain before 1962 appear to have been set 
by the Import and Storage Agency at varying levels then considered desirable. 
While maize now, as before EEC, is subject to import levies which relate its price 
to the price of barley, maize imported for processing into starch has enjoyed a 
much lower import levy, at least during the two years of the common policy and 
presumably also in earlier years. The same is true of wheat for starch production. 
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THE MANSHOLT PROPOSAL AND TIIE FUTURE PRICE PROSPECTS"l 

As of the present time (November 1964) the Mansholt price unification pro
posal"2 remains the blueprint offered by the EEC Commission for future action 
on Community grain prices. German opposition remains the major stumbling 
block. Decisions taken on this proposal by the EEC Council in early June repre
sented a victory for the German point of view for the time being. After earlier 
Council deliberations the Commission had felt compelled to revise its proposal 
from price unification on July 1, 1964, to continuation of 1963/64 minimum and 
maximum prices in 1964/65 and price unification on July 1, 1966. At the June 
meeting the Council agreed only to the "price stop" for 1964/65, whereas decision 
on grain price unification was postponed. The other five countries were ready to 
agree to price unification in 1966, though not necessarily at the levels of the 
Mansholt proposal, but even this was unacceptable to the West German govern
ment, which faces an election in 1965 and which, in any case, may believe that a 
strong stand against grain price reductions will increase its bargaining power 
within the EEC and also with outside countries in the Kennedy Round of GATT 
trade negotiations. 

To indicate the magnitude of the price changes suggested by the Commission, 
Table 7 shows the intervention prices in West Germany and France at the begin
ning of the 1963/64 crop year, compared with those in the Mansholt proposal for 
the beginning of the crop year of price unification-originally July 1964, now July 
1966. 

What are the prospects for future agreement on prices at or near the levels set 
forth in this proposal? On the negative side is the adamant opposition to any 
grain price reduction voiced by the major German farm organization. In sup
port of its refusal, it contends that both the German Agricultural Law of 1955 
and the Rome Treaty (Article 39) call for the development of farm incomes in 
line with the incomes of non-farm groups, and that no such development has 
occurred. (The Mansholt proposal provides for compensation for income loss 
due to grain price reduction, and if the amounts proposed are considered in
adequate, that could undoubtedly be negotiated.) German farm organization 
officials also emphasize the fact that inflation is slowly reducing the real price of 
grain. Inflation has so far been mild in Germany, but in Italy, France, and very 
recently also in the Netherlands it has been growing at a rate that is disturbing 
to the EEC authorities. Unless the Community succeeds in curbing this infla
tionary trend it might be difficult to deny this point consideration in future dis
cussions, even though neither German legislation nor EEC regulations contain 
specific commitments on this point and even though German real prices have 
been so excessively high that a reduction is economically warranted. 

The point of view recently advanced by United States officials in the prepa
rations for the Kennedy Round of GATT negotiations in 1964 has not furthered 

51 Important Council decisions concerning price unification, which modify some of the statements 
made in this and earlier sections, were reached while this study was in press. They are briefly described 
in a Postscript on p. 86. 

52 On November 4,1963, the EEC Commission submitted to the EEC Council four proposed new 
~ouncil regulations, designed to implement its ideas concerning price unification, and a very infomu
bve memorandum to the Council on this subject, constituting jointly what came to be known as the 
"Mansholt Proposal" (19). 
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TABLE 7.-GERMAN AND FRENCH INTERVENTION PRICES 1963/64 
COMPARED WITH TI-IE MANSI-IOLT PROPOSAL'" 

Soft wheat Rye Barley 
Country 
and area July 1963 Proposeu July 19G3 Proposed July 1963 Proposed 

DM PEIl TON 
Germany: 

Duisburg 442.50 395.00 402.50 350.00 383.50 345.00 
Passau ......... 427.50 368.99 387.50 323.99 368.50 318.99 

France: 
Lille ........... 346.68 389.33 265.58 344.33 282.92 339.33 
Chartres ........ 346.68 374.74 265.58 329.74 279.68 324.74 
Toulouse 346.68 362.23 265.58 314.59 286.16 309.59 

U.S. DOLLARS PEIl TON 
Germany: 

Duisburg 110.62 98.75 100.62 87.50 95.88 86.25 
Passau ......... 106.88 92.25 96.88 81.00 92.12 79.75 

France: 
Lille ........... 86.67 97.33 66.40 86.08 70.73 84.83 
Chartres ........ 86.67 93.68 66.40 82.44 69.92 81.18 
Toulouse ....... 86.67 90.56 66.40 78.65 71.54 77.40 

• Data in DM as prepareu by the EEC Commission (19; 20); conversion to U.S. currency at the 
unchanging rate of the EEC Unit of Account. 

the cause of German grain price reduction. One of the arguments advanced 
strongly by the Commission in favor of price unification in 1964 was the necessity 
for an agreed EEC price as a basis for negotiations concerning grain. Statements 
by American officials (95) to the effect that price unification in advance of the 
negotiations was not essential, that the price levels being considered were too high 
to be acceptable to the United States, and that guaranteed access to the EEC 
markets would, therefore, be a primary objective of United States negotiations 
concerning grain have not gone unnoticed by German farm spokesmen. 

The imminence of German elections undoubtedly stiffened official German 
resistance to price reduction in the early summer of 1964. Even so, the historical 
record of German price protection for grains is not encouraging: it suggests 
that even after the 1965 election is over it might be very difficult to bring about 
more than moderate abatement in the deference to this policy. Nor, of course, is 
there any guarantee that after January 1, 1966 (when unanimity will no longer 
be required for Council decisions) the other five countries would force Germany 
to accept a sizable grain price reduction soon thereafter. That would depend on 
circumstances at the time and the details of the proposals then put forward. 

In any case, price unification by 1970, at the latest, remains the accepted goal 
of the common policy. In the Community's efforts to achieve it, France may be 
expected to press for early adoption of common grain prices close to the Mans
holt level with as much vigor as Germany is likely to press for postponement of 
change and final establishment of EEC prices at the highest possible level. As of 
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mid-November 1964, it appears that French pressure for early pre-scheduling of 
grain price unification has sharply increased, and that a negotiating position may 
develop favoring an early settlement of the issue. In the context of the general 
political and economic discussions now under way within the western alliances, 
the West German government may be found ready in the forthcoming EEC 
Council meetings to enter into arrangements looking toward price unification 
close to the Mansholt level at an agreed date much earlier than the 1970 deadline 
-perhaps even as early as July 1966. 

Over the longer period ahead, continued substantial economic growth, with 
rapid expansion of industry, offers the greatest hope for truly meaningful re
laxation of agricultural protectionism in West Germany and in the entire Euro
pean Community. In 1950 the German manufacturing industry accounted for 
43 per cent of the gainfully occupied and 50 per cent of the Gross Domestic 
Product; agriculture for 25 and 13 per cent respectively. In 1962 the correspond
ing figures were 48 and 54 per cent for industry and 13 and 5 per cent for agri
culture (69, pp.l0, 14). Not only does this trend hold strong implications for the 
waning political strength of agriculture, but it stands to reason that the points of 
view of farmers themselves, especially the younger generation, are being modified 
by the changed countenance of farming. 

The Agricultural Law of 1955 placed considerable emphasis on structural im
provements in agriculture. So did the Rome Treaty, and the EEC Commission 
has continually urged structural reforms with resulting improved productivity 
as the real solution to EEC's farm problem. In Germany, the "Professors' Report" 
(81), published in 1962 and concerned with the effect of a grain price reduction 
on German agriculture, maintains that high price as the chief means of farm in
come policy has outlived its function. The report discusses in great detail the 
structural changes of the 1950's and those that will be required by Germany's ad
justment to EEC (as well as by the exigencies of present-day conditions in gen
eral). Though it aroused strong-even virulent-farmer reaction, it has un
doubtedly helped place the price problem in its proper perspective. 

A hopeful development is disclosed by comparison of the 1949 and 1961 Ger
man agricultural census clata. This shows that the trend toward larger farm size, 
greater livestock herds, simplification of farming patterns, and a much smaller 
labor force on farms is well under way. A strong continuation, even strengthen
ing, of this trend is essential for that improvement of productivity per man which 
is required if German agriculture is to be competitive within EEC. Thus, a 
strong industrial development able to absorb the farmers and farm laborers that 
leave agriculture appears, in essence, the best guarantee for eventual acceptance 
of internationally oriented grain prices by West Germany. The need for new and 
larger markets for a rapidly growing German industry should, furthermore, 
make the German government more inclined to agree to major agricultural con
cessions by the EEC in return for expanded export outlets in non-EEC countries. 
This is an old aim of German trade policy, and one which the country can no 
longer pursue by way of bilateral trade agreements as she did for many years. 
Sharp lowering of the inflated grain prices of Germany might thus prove to be 
an important tool in promoting freer multilateral trade. 
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POSTSCRIPT* 

On December 15, 1964, the EEC Council reached agreement concerning grain 
price unification after intensive and difficult negotiations. Hailed as a milestone 
in the development of the Common Market, this important agreement basically 
adopts the Mansholt Plan, though with considerable modification and com
promise. Grain price unification is scheduled for July 1, 1967, three years ahead 
of the date called for in the Rome Treaty. 

The target prices agreed upon for that date are as follows: common wheat 
425 DM ($106.25) per ton; durum 500 DM ($125); rye 375 DM ($93.75); 
barley 365 DM ($91. 25); and maize 362.50 DM ($90.625). These prices are 
essentially the Mansholt Plan targets, though the barley and maize prices are 
significantly lower. It appears, however, that only the price of common wheat 
will be completely unified when the agreed prices go into effect. Germany has 
reportedly been granted permission to set her rye price 10 DM ($2.50) per ton 
above the EEC target and the price of malt barley similarly above the barley 
price. (Malt barley is much more important than feed barley in German farm 
sales.) Italy is permitted to set her maize price at 320 DM ($80) per ton, or more 
than $10 below the official price through 1969/70, and $7.50 below for two more 
years. This will be achieved by means of a reduction in the import levy paid by 
Italian importers of non-EEC maize. The price of barley in Italy will be dealt 
with in a similar manner. It appears that the producer price of durum wheat 
in both Italy and France will be 580 DM ($145), or $20 per ton higher than 
the wholesale price. The subsidy required to make this possible will be provided 
in the form of a deficiency payment financed by the Community. 

The unified prices will be set in terms of units of account, i.e., equal to the 
dollar figures given above, not in the currencies of the individual countries. Thus, 
a change in the value of the currency of one of the countries would mean an 
opposite change in the grain prices of that country. Until July 1, 1966, the prices 
now agreed upon may be revised in accordance with "economic developments"; 
but the Council did not go along with a German request that such a revision be 
definitely tied to changes in a general price or cost index. 

Both German and Italian farmers will receive compensation for grain price 
reductions from Community funds at a declining rate, and only during the 
years 1967/68-1969/70. In the December 15 agreement Germany accepted a much 
smaller compensation than originally requested, but the German government is 
reported to have promised the farmers of the country a large additional amount 
in order to provide complete compensation, mainly in the form of general income 
assistance unrelated to grain production or marketings. 

It is clear that the grain price increases that will occur in France in 1967 will 
stimulate French grain production-a development which France can face with 
equanimity, since the Community will then carry the cost of subsidies on exports 
to non-EEC countries and the lower German grain prices will perhaps deter the 
growth of German grain production and increase German grain utilization for 
feed. It is also clear that elimination of the troublesome formalities in intra-EEC 
grain trade will promote this trade relative to imports from outside countries. 

* Based on information in the press, especially in Le Monde of December 16, 1964. 
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However, much more needs to be known about the details of the unified price 
system before the net effect of these various trends on future German grain im
port needs, total and from non-EEC sources, can be properly evaluated. 

The agreement has had an immediate and welcome effect on the outlook for 
the Kennedy Round of trade negotiations. In December 1963 the EEC Council 
instructed the Commission to negotiate in this Round on behalf of EEC and on 
the basis of a proposal by Mansholt, i.e., on the basis of this proposal only. This 
"second Mansholt proposal," which also calls for world-wide commodity agree
ments, requires, among other things, that the participating countries limit their 
protection of certain agricultural products for which other restrictions than tariffs 
are in effect, by means of a so-called binding of the total "margin of support." 
Grains belong to this group of commodities. To establish such margins for EEC 
products, unified prices are necessary. Without them the Commission would, 
therefore, have had no previously agreed basis on which to negotiate concerning 
these important commodities, and the Kennedy Round might have been dead
locked. Difficult as it may be to apply the proposed concept as a basis for mutual 
concessions in multilateral negotiations, adoption of the unified grain prices re
moved one obstacle to the current GATT effort to promote world trade. 
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NOTES TO APPENDIX TABLE I 

.. Data mainly from Sering (86, Appendix Table 41*, p. 57*) and Schloemer (83, pp. 829-42). 
a A tariff law of December 1902 contained the general rates as well as minimum limits for con

ventional rates. The latter became effective in 1906, as shown, after incorporation in trade agreements 
in 1904-05, the first of these with Rumania. 

b The first postwar tariff law of August 1925 reestablished the rates of the 1902 law, but provided 
also for lower "transitional" rates, which went into effect September 1, 1925. They were raised by 
legislative action August 1926. 

C Conventional rate for maize set in trade agreement with Yugoslavia, December 1927. 
d These rates were set in a trade agreement of August 1926 with Sweden. They were not in effect 

so long as transitional rates, lower than the Swedish rates, remained effective. Transitional rates for 
wheat, rye, and oats were discontinued in July 1929, making the Swedish rates effective for most
favored nations and the general rates for all others. The transitional rate on maize appears to have 
been discontinued in March 1928. When the transitional rate for barley was discontinued by law of 
December 22,1929, a new unilateral German rate of 5.00 RM replaced it. 

e Law of December 22, 1929 provided for flexible duties on breadgrains within ranges of 3.50-
9.50 RM for wheat and 3.00-9.00 RM for rye: the government was to be guided by an average goal 
price of 26 RM for wheat, 23 RM for rye. Rates were immediately set at top levels. The new rates 
went into effect on January 20, 1930, for countries not classified as "most-favored nations," on Febru
ary 11 for the latter. 

t A law of March 26, 1930 widened the authorized flexible tariff ranges for wheat to 1.50-12.00 
RM. It introduced flexible tariff ranges for barley, 2.00-10.00 RM, and for oats, 4.00-12.00 RM. 
A decree promptl y raised all duties to the new maximum levels. 

U A law of April 15 abolished all previously established limits on tariffs for wheat, rye, malting 
barley, and oats, leaving the administration full discretion for these rates. The same law raised the top 
of the tariff rate for feed barley to 12.00 RM. 

II, Effective April 1, 1930 a governmental Maize Office was created with monopoly powers, making 
the duty meaningless. 

i The reduced rates (shown in parentheses) were applied only if a corresponding quantity of de
natured domestic rye or potato flakes was purchased in a specified manner at the same time. 

j The limit on the tariff rate for feed barley was removed December 2, 1930, and a subsequent 
order raised the rate to 18.00 RM. 

/, The rate of 20.00 RM for wheat was to be in effect only for a brief period at the end of the 
crop rar. 

An order of February 29, 1932 introduced an "Obertarif"--a schedule of increased tariffs--to 
be applied toward countries with whom Germany did not have most-favored-nation agreements or who 
treated German products less favorably than those of other countries. The order also listed the regular 
rates in effect at the time. The increased tariffs on certain grains were in effect against Poland from 
March 1932 to March 1934, against Canada from March 1932 to June 1932, and agaimt Argentina 
from January to February 1933. In view of the government monopoly on maize, the rates of 2.50 
(regular) and 25.00 (increased) on maize seem of little importance. 

m When the rate of 35.00 RM per quintal for wheat was introduced, the "increased" rate of 30.00 
RM was discontinued. Presumably other increased rates remained on the books. During 1932-34 most 
grain imports came in free of duty or at special lower rates provided for imports made for specified 
uses in compensation for previous exports or for imports tied to simultaneous purchase of specified 
domestic products. 
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ApPENDIX TABLE I.-EFFECTIVE GERMAN IMPORT DUTIES ON GRAINS, 
1880-1934· 

(Reichsmark per 100 kilograms) 

Barley 
Other 

Initial effective date Wheat Rye Feeding (malting) Oats Maize 

1880 Jan. 1 .......... 1.00 1.00 .50 .50 1.00 .50 
1885 Feb. 20 ......... 3.00 3.00 1.50 1.50 1.50 1.00 
1887 March 20 ....... 5.00 5.00 2.25 2.25 4.00 2.00 
1892 Feb. 1 (Conv.~ 3.50 3.50 2.00 2.00 2.80 1.60 
1906 March 1 a (Gen'l 7.50 7.00 7.00 7.00 7.00 5.00 

(Conv.) 5.50 5.00 1.30 4.00 5.00 3.00 
1914 Aug. 1 ......... FREE (DIRECT WARTIME CONTROLS) 
1925 Sept. 1 b ••••••••• 3.50 3.00 1.00 3.00 3.00 2.20 
1926 Aug. 1 ......... 5.00 5.00 2.00 5.00 5.00 3.20 
1927 Dec. 20 (Conv.)" . 5.00 5.00 2.00 5.00 5.00 2.50 
1929 July 10 (Gen'T' 7.50 7.00 2.00 5.00 7.00 5.00 

(Conv. "'. 6.50 6.00 2.00 5.00 6.00 2.50 
1930 Jan. 1 (Gen'l). 7.50 7.00 5.00 5.00 7.00 5.00 

(Conv.)"'. 6.50 6.00 5.00 5.00 6.00 2.50 
1930 Jan. 20 (Gen'l)e. 9.50 9.00 5.00 9.00 8.00 2.50 

(Conv.) . 6.50 6.00 5.00 5.00 6.00 2.50 
Feb. lIe ........ 9.50 9.00 5.00 9.00 8.00 2.50 
March 27' ...... 12.00 9.00 10.00 10.00 12.00 2.50 
April 25u ....... 15.00 9.00 10.00 15.00 12.00 2.50 71 

May 26 ......... 15.00 15.00 12.00 15.00 12.00 2.5071 

Sept. 11 ........ 15.00 15.00 12.00 (6.00)i 15.00 12.00 2.5011 

Sept. 28 ........ 18.50 15.00 12.00 (6.00r 15.00 12.00 2.5071 

Oct. 26 ......... 25.00 15.00 12.00 (6.00 { 20.00 12.00 2.5071 

Dec. 4' ......... 25.00 15.00 18.00 (6.00)i 20.00 12.00 2.5071 

1931 March 6 . . . . . . .. 25.00 20.00 18.00 (6.00)( 20.00 12.00 2.50 71 

May 3 .......... 25.00 20.00 18.00 (6.00)( 20.00 16.00 2.5071 

May IS" . . . . . . .. 20.00 20.00 18.00 (6.00)i 20.00 16.00 2.5071 

June 26 ........ 20.00 20.00 18.00 (5.00)( 20.00 16.00 2.5011 

Aug. 1 ......... 25.00 20.00 18.00 (5.00)( 20.00 16.00 2.5011 

1932 Feb. 29 Regular!. 25.00 20.00 18.00 (4.00)( 20.00 16.00 2.50 11 

Increased l . . . .. 30.00 30.00 20.00 (20.00)i 25.00 25.00 25.0011 

1934 Oct. 22 Regularm • 35.00 20.00 18.00 (4.00)i 20.00 16.00 2.5011 
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ApPENDIX TABLE H.-PRODUCER PRICES FOR GRAINS IN DECEMBER AND JUNE 
AS SET IN THE ANNUAL GRAIN PRICE LAWS FOR MAJOR 

DEFICIT AREAS, 1950-62* 
(Deutsche Mark per 100 kilograms) 

Year and Barley Oats 
month Wheat Rye Feed Industry Malt Feed Industry 

1950/51 
Dec. 32.6 28.6 
June 42.0 38.0 36.0 38.0 42.0 36.0 38.0 

1951/52 
Dec.G 41.7-43.7 37.7-39.7 35.5-37.5 37.5-39.5 41.5-43.5 35.5-37.5 37.5-39.5 
June 42.3-44.3 38.3-40.3 35.5-37.5 37.5-39.5 41.5-43.5 35.5-37.5 37.5-39.5 

1952/53 
Dec.b 41.7-43.7 37.7-39.7 35.5-37.5 37.5-39.5 41.5-43.5 35.5-37.5 37.5-39.5 
June 42.3-44.3 38.3-40.3 35.5-37.5 37.5-39.5 41.5-43.5 35.5-37.5 37.5-39.5 

1953/54 
Dec.C 42.5-44.1 38.5-40.1 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 
June 43.3-44.5 39.3-40.5 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 

1954/55 
Dec.C 42.5-44.1 38.5-40.1 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 
June 43.3-44.5 39.3-40.5 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 

1955/56 
Dec.O 42.6-44.1 38.6-40.1 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 
June 43.6-44.5 39.6-40.5 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 

1956/57 
Dec.o 42.6-44.1 38.6-40.1 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 
June 43.6-44.5 39.6-40.5 35.0-39.0 37.5-40.0 41.0-44.0 30.0-36.5 31.5-37.5 

1957/58 
Dec.c 43.9-45.4 39.9-41.4 35.0-39.0 37.5-40.0 42.0-45.0 30.0-36.5 31.5-37.5 
June 45.9-46.8 41.9-42.8 35.0-39.0 37.5-40.0 42.0-45.0 30.0-36.5 31.5-37.5 

1958/59 
Dec.d 43.9-45.4 39.9-41.4 36.0-40.0 37.5-40.0 42.0-45.0 31.0-37.5 31.5-37.5 
June 46.4-47.3 42.4-43.3 36.0-40.0 37.5-40.0 42.0-45.0 31.0-37.5 31.5-37.5 

1959/60 
Dec.B 43.9-45.4 39.9-41.4 36.0-40.0 37.5-40.0 42.0-45.0 31.0-37.5 31.5-37.5 
June 46.4-47.3 42.4-43.3 36.0-40.0 37.5-40.0 42.0-45.0 31.0-37.5 31.5-37.5 

1960/61 
Dec.! 43.7-45.4 39.7-41.4 36.0-40.0 37.5-40.0 43.4-45.0 31.0-36.5 31.5-37.5 
June 46.4-47.3 42.4-43.3 36.0-40.0 37.5-40.0 43.8-45.0 31.0-36.5 31.5-37.5 

1961/62 
Dec.! 43.7-45.4 39.7-41.4 36.0-40.0 37.5-40.0 43.4-45.0 31.0-36.5 31.5-37.5 
June 46.4-47.3 42.4-43.3 36.0-40.0 37.5-40.0 43.8-45.0 31.0-36.5 31.5-37.5 
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NOTES TO APPENDIX TABLE II 

• Data from grain price laws (56) except for 1950/51, which were contained in executive orders 
(65; 66). Conversions to U.S. dollars at monthly average exchange rates. For wheat the prices refer to 
Region W-IV, for rye to Region R-IV. The barley and oats prices apply throughout the country. (Both 
W-IV and R-IV include Frankfurt and Duisburg, and are the areas of largest deficits.) 

a Premiums for early delivery were granted as follows: 

Month DM per 100 kilograms U.S. $ per ton 
delivered Wheat Rye Wheat Rye 

August ................... 2.0 3.0 4.77 7.15 
September................. 1.8 2.5 4.29 5.96 
October................... 1.6 2.0 3.81 4.77 

b Premium for early delivery of rye only: in August 1952, 3.0 DM per 100 kilograms ($7.15 
perton); in September, 2.5 DM ($5.96 perton); in October and up to November 15, 2.0 DM ($4.77 
per ton). 

o Premium of 2.0 DM per 100 kilograms ($4.77 per ton) for rye of milling quality applicable 
throughout the year. 

a For 1958/59 the premium on rye of milling quality was reduced to 1.0 DM ($2.39 per ton). 
e No premium on rye of milling quality was provided in the 1959/60 Grain Price Law, but a new 

premium on wheat of good baking quality was offered, amounting to 1.0 DM per 100 kilograms 
($2.40 per ton) for certain varieties and 2.0 DM ($4.79 per ton) for others if the production of these 
varieties had been contracted for between producer and purchaser. 

f For two groups of specified varieties of wheat contracted for in advance premiums were .5 to 
1.5 DM per 100 kilograms, and 1.5 to 3.0 DM ($1.22-$3.65, and $3.65-$7.31 per ton respec
tively). 
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ApPENDIX TABLE III.-GERMAN MILLING QUOTAS FOR WHEAT, 1954-62"" 
(Per cent of total millings) 

Year, and type First Second Third Fourth 
of wheat quarter quarter quarter quarter 

1954/55 
Domestic (min.)a •• 0 •••••••• 0 •• 25 30 20 20 
F . " r" ( )a 32 40 40 40 orelgn qua Ity max. . ..... 

1955/56 
Domestic (min.) ............... 25 40 35 15 
Foreign "quality" (max.) ....... 36 36 32 32 

1956/57 
Domestic (min.) ............... 30 50 45 20 
Foreign "quality" (max.) ....... 32 36 32 32 

1957/58 
Domestic (min.) ............... 50 50 45 45 
Foreign "quality" (max.) ....... 36 36 32 32 

1958/59 
Domestic (min.) ............... 61 61 61 61 
Foreign "quality" (max.) ....... 30 30 30 30 

1959/60 
Domestic (min.) ............... 66 66 75 75 
Foreign "quality" (max.) ••• 0 ••• 28 28 23 23 

1960/61 
Domestic (min.) ............... 75 75 75 75 
Foreign "quality" (max.)b ...... (25) (25) (25) (25) 

1961/62 
Domestic (min.) ............... 75 75 75 75 
Foreign "quality" (max.)b ...... (25) (25) (25) (25) 

"Data from executive orders implementing the Grain Marketing Law (67). Percentages refer to 
quarterly averages. There was also a maximum rate for foreign quality wheat which could not be ex
ceeded in any single month (most frequently 40 per cent). 

a As revised December 7, 1954. During this year the four periods did not correspond exactly with 
the quarters. 

b No maximum rate for foreign quality wheat was specified, the implication being that any miller 
could use as much as desired up to 25 per cent. 
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ApPENDIX TAIlLE IV.-MINIMUM PRODUCER PRICES AND CALCULATED WHOLESALE 
PRICES OF DOMESTIC WI-lEAT, RYE, AND BARLEY, AUGUST 1961 COMPARED WITH 

TARGET AND INTERVENTION PRICES AUGUST 1962, 1963, AND 1964* 

DM per 100 kilograms U.S. $ per ton 
Type of price Wheat Rye Barley Wheat Rye Barley 

DEFICIT AREA (DUISBURG) 
Min. producer price, August 1961 .. 41.90 37.90 36.00a 104.75 94.75 90.00a 

Plus transportation ............ .80 .80 .80 2.00 2.00 2.00 
Plus wholesale margin, other costs 1.55 155 1.55 3.88 3.88 3.88 

Calculated wholesale price ........ 44.25 40.25 38.35 110.63 100.63 95.88 
Plus 75 per cent .............. 3.32 3.02 2.88 8.30 755 7.20 

Max. target price, set by EEC ..... 4757 43.27 41.23 118.93 108.18 103.08 
August 1962 

German target price ........... 4755 43.25 41.20 118.88 108.13 103.00 
German intervention price ..... 44.25 40.25 38.35 110.63 10Q.63 95.88 
Approx. min. producer priceb ... 42.22 38.22 36.32 10555 9555 90.80 

August 1963 and 1964 
German target price ........... 4755 43.25 41.20" 118.88 108.13 103.00" 
German intervention price ..... 44.25 40.25 38.35" 110.63 100.63 95.88" 
Approx. min. producer priceb ... 42.22 38.22 36.32° 10555 9555 90.80" 

SURPLUS AREA (SIMBACH/INN) 
Min. producer price, August 1961. 41.70d 37.10 36.00a 104.25d 92.75 90.00a 

August 1962 
German target price ........... 44.45 40.15 38.10 111.13 100.38 95.25 
German intervention price ..... 42.65 38.65 36.75 106.63 96.63 91.88 
Approx. min. producer priceb ... 40.62 36.62 34.72 10155 9155 86.80 

August 1963 and 1964 
German target price ........... 44.30 40.00 37.95 110.75 100.00 94.88 
German intervention price ..... 42.65 38.65 36.75 106.63 96.63 91.88 
Approx. min. producer priceb ... 40.62 36.62 34.72 10155 9155 86.80 

• Data on prices arc from the relevant laws (57; 58; 62; 64). The cost data used by the EEC 
Council in calculating the 1962 maximum prices are widely quoted (e.g., 98). The 7.5 per cent in
crease was the maximum permitted by the EEC Grain Regulation and was actually applied by the 
Council. Conversions to U.S. dollars per metric ton at EEC rate for Unit of Account (I DM equals 
U.S. $.25). 

a This was the minimum price for feed barley. The minimum price for industry barley in 1961/62 
was 37.5 DM per 100 kilograms ($94 per ton), for malt barley 42.0 DM ($105 per ton). No such 
distinction can be made under EEC rules, but Germany grants a special quality premium of 4.0 DM 
per 100 kilograms ($10 per ton) to be added to the intervention price for malt barley. 

b Based on an estimated average margin of 2.03 DM per 100 kilograms ($5.08 per ton). A re
duction of .32 DM ($.80 per ton) from the corresponding 1961 figure of 2.35 DM ($5.88 per ton) 
has been allowed for due to the 1962 grain freight reduction. 

a The standard quality to which this price applies was raised in a gradual approach to the com
mon EEC standard. Though nominally unchanged from the previous year, the change in quality 
standard in e/Tect meant a barley price reduction of .6 DM per 100 kilograms ($1.50 per ton) (12). 

d Because the old price regions did not truly reflect supply conditions, this area was included in 
the second highest of the four wheat price regions prior to August 1962. The wheat price in the lowest 
wheat price region in August 1961 was 41.1 DM per 100 kilograms ($103 per ton). 
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ApPENDIX TABLE V.-TARGET PRICES, IMPORT PRICES, AND IMPORT LEVIES FOR 

WHEAT, RYE, AND BARLEY, AUGUST 1962-64, AND COMPARATIVE 

IMPORT LEVIES, AUGUST 1961 '" 

DM per 100 kilograms U.S. $ per ton 
Type of price Wheat Rye Barley Wheat Rye Barley 

August 1961 
Approximate import levya .............. 18.30 17.40 27.20 45.75 43.50 68.00 

August 1962 
Target price, Duisburg, German quality 

standard .......................... 47.55 43.25 41.20 118.88 108.13 103.00 
Minus transportation Emmerich - Duis-

burg ............................. .35 .35 .35 .88 .88 .88 
Plus marginal preference ............. .40 .40 .40 1.00 1.00 1.00 
Plus adjustment to EEC quality standard .80 .75 1.45 2.00 1.88 3.63 

Threshold price for non-EEC countries. .. 48.40 44.05 42.70 121.00 110.13 106.75 
EEC determined c.i.f. price, Emmerich ... 24.02 23.16 22.66 60.05 57.90 56.65 
Import levy on non-EEC grain b • •••.•••• 24.50 20.87 20.04 61.25 52.18 50.10 
Threshold price for EEC countries". . . . .. 48.00 43.65 42.30 120.00 109.13 105.75 
Free-to-frontier price, French grain ...... 37.60 30.37 30.32 94.00 75.93 75.80 
Import levy on French grainb •.•...••••• 10.39 13.28 11.97 25.98 33.20 29.93 

August 1963 
Target price, Duisburg, partially adjusted 

standard .......................... 47.55 43.25 41.20 118.88 108.13 103.00 
Threshold price for non-EEC countries ... 47.80 43.60 41.75 119.50 109.00 104.38 
EEC determined c.i.f. price, Emmerich. .. 22.62 23.28 19.88 56.55 58.20 49.70 
Import levy on non-EEC grainb ••••..••• 25.30 20.16 21.64 63.25 50.40 54.10 
Threshold price for EEC countries". . . . .. 47.36 43.16 41.31 118.40 107.90 103.28 
Free-to-frontier price, French grain.. . . .. 38.82 30.20 30.20 97.05 75.50 75.50 
Import levy on French grainb •..•..••••• 8.48 12.79 11.05 21.20 31.98 27.63 

August 1964 
Target price, Duisburg, partially adjusted 

standard .......................... 47.55 43.25 41.20 118.88 108.13 103.00 
Threshold price for non-EEC countries ... 47.80 43.60 41.80 119.50 109.00 104.50 
EEC determined c.i.£. price, Emmerich ... 25.22 23.26 23.06 63.05 58.15 57.65 
Import levy on non-EEC grainb •••..•••• 22.78 20.12 18.74 56.95 50.30 46.85 
Threshold price for EEC countrieso ...... 47.36 43.16 41.36 118.40 107.90 103.40 
Free-to-frontier price, French grain ...... 37.82 30.15 30.91 94.55 75.38 77.28 
Import levy on French grainb ••••••••••• 9.51 12.97 7.71 23.77 32.42 19.28 

• Threshold prices are from German government regulations (59; 61; 63); the c.i.f. prices and 
free-to-frontier prices are those published by the EEC Commission (18; 16; 17). Import levies, de
termined by the German government, are from a German grain trade paper (10; 13; 15). The 1961 
approximate (calculated) import levy was obtained from the office of the U.S. Agricultural Attache in 
Bonn. For target price sources, see Appendix Table IV. The calculation by which the threshold price 
was derived from the target price is as given by Winkelstern and Dunker (98). Conversions to U.S. 
dollars are at EEC rate for Unit of Account (1 DM equals U.S. $.25). 

a Since no imports were permitted at this time, these are theoretical figures. 
b Since member countries do not have to change their import levies except when a warranted 

change exceeds a stipulated minimum, the import levies are usually not equal to the exact differences 
between the threshold prices and the c.i.f. prices (or between the threshold prices to member countries 
and the free-to-frontier prices). 

o Threshold price minus the preferential margin of .4 DM per 100 kilograms in 1962 and .44 
DM in 1963 and 1964 ($1. 00 and $1.10 per ton). 
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ApPENDIX TABLE VI.-AVERAGE PRICES OF MAJOR GRAINS TO GERMAN PRODUCERS 

COMPARED WITH AVERAGE GERMAN IMPORT PRICES, 1924-64«< 
(Reichsmarl( 1924-38 and Deutsche Mark 1948-{j4 per 100 l(ilograms) 

Wheat Rye Barley Oats Maize 
Do- Im- Do- Im- Domestic, Import Do- Im- Im-

Yeara mestic port mestic port feed Feed Malt Total mestic port port 

1924/25 22.6 2S.1 21.5 21.9 16.1 20.0 19.5 19.1 
1925/26 26.2 26.9 IS.S IS.9 19.5 16.0 19.9 16.5 21.0 15.S 14.2 
1926/27 29.3 25.8 24.8 20.6 21.8 19.3 21.7 19.6 21.4 16.9 14.5 
1927/28 26.3 23.1 25.9 22.0 23.6 19.3 22.8 19.7 25.1 19.5 18.0 
1925/29 23.8 20.9 23.1 19.0 21.4 16.7 20.9 17.1 23.8 17.3 17.7 
1929/30 27.2 19.3 19.0 15.1 18.0 13.2 16.2 13.5 18.4 12.4 14.0 
1930/31 ...... 28.1 12.S 18.7 10.2 19.6 8.8 9.9 8.9 17.7 8.5 10.2 
1931/32 ...... 25.0 10.7 21.2 9.1 17.8 9.3 8.7 9.2 16.9 10.5 7.7 
1932/33 ...... 21.4 9.3 17.3 8.1 17.5 5.3 6.7 6.0 14.7 7.0 6.0 
1933/34 ...... 19.7 9.4 17.0 7.5 16.6 6.6 8.7 6.7 15.4 7.1 6.1 
1934/35 ...... 21.2 9.3 17.3 7.0 19.4 7.5 8.5 7.8 17.2 7.3 6.6 
1935/36 ...... 21.5 9.4 17.7 11.9 19.5 5.4 6.6 5.6 18.7 8.4 5.8 
1936/37 ...... 21.6 12.8 17.7 12.8 19.0 12.0 12.3 12.2 16.9 8.6 8.2 
1937/38 ...... 21.1 11.8 19.5 10.8 18.3 10.1 17.0 7.9 7.7 
1938/39 ...... 21.2 19.4 17.3 17.5 

1948/49 ...... 26.6 35.6 24.4 28.3 20.3 28.9 20.0 24.0 21.7 
1949/50 26.9 36.3 24.7 29.0 22.3 28.1 22.0 25.3 27.2 
1950/51 35.1 38.1 31.0 45.8 31.1 41.4 29.8 36.8 33.3 
1951/52 44.0 37.0 40.3 47.3 37.4 42.0 36.7 43.9 44.2 
1952/53 43.1 36.0 40.2 37.0 36.8 33.7 35.6 33.5 
1953/54 42.7 31.2 40.6 25.6 35.4 24.1 33.8 24.6 32.0 23.4 30.0 
1954/55 42.5 32.7 40.5 28.5 36.3 29.7 34.8 30.5 32.7 32.7 31.1 
1955/56 42.5 31.4 40.5 29.3 36.9 28.6 32.9 29.3 31.8 29.7 31.6 
1956/57 42.5 31.4 40.5 26.8 35.6 27.1 31.1 27.7 32.2 28.8 30.6 
1957/58 ...... 44.1 28.6 42.1 23.1 35.7 24.0 31.4 26.0 33.7 23.3 25.8 
1958/59 44.2 28.2 41.2 24.7 36.4 25.3 33.4 27.5 33.7 25.1 25.4 
1959/60 44.2 28.2 40.2 26.1 36.4 25.5 30.7 27.0 34.7 27.9 24.5 
1960/61 44.0 29.7 40.0 25.0 36.0 21.1 25.9 22.9 32.6 22.4 22.7 
1961/62 44.0 31.1 41.0 24.0 36.2 25.5 28.9 26.5 32.0 23.7 22.7 
1962/63 44.2 30.0 41.4 25.1 37.5 26.1 33.0 29.1 35.3 24.6 26.5 
1963/64 43.9 39.5 36.4 33.9 

.. Domestic prices are from official sources (e.g. 55 for 1924-37; 72 for 1948-51; 73 for 1952-63). 
Interwar prices are average producer prices, free at marketing point: at Frankfurt/Main for rye, wheat, 
and oats; at Mannheim for barley. Postwar domestic prices are average producer prices free at pro-
ducer's station: Frankfurt/Main area for all grains. 

Import prices were calculated from data in official trade reports (52 for interwar years; 71 and 
91 for postwar years). 

a Crop years for domestic prices, calendar years for import prices; i.e., tbe domestic prices for, say, 
1924/25 are compared with the import prices for 1925. 



ApPENDIX TABLE VII.-AVERAGE PRICES OF MAJOR GRAINS TO GERMAN PRODUCERS COMPARED WITH AVERAGE 

GERMAN AND BRITISH IMPORT PRICES, 1924-64* 
(u.s. dollars per metric ton) 

Wheat Rye Barley Oats Maize 
Import 

German German German German German Import 
Do- Im- British Do- Im- domestic British, Do- Im- British Ger- Brit-

Yeara mestic port import mestic port feed Feed Malt Total total mestic port import man ish 

1924/25 ............ 66.88 65.95 52.12 38.32 55.76 46.41 43.44 45.46 45.29 
1925/26 ............ 62.36 64.02 62.55 44.75 44.98 46.42 38.08 47.36 39.27 44.83 49.99 37.60 39.18 33.80 39.27 
1926/27 ............ 69.58 61.31 60.35 58.90 48.95 51.77 45.86 51.57 46.58 45.31 50.82 40.16 37.65 34.46 34.39 
1927/28 · ........... 62.74 55.12 56.80 61.79 52.50 56.30 46.05 54.40 47.01 54.41 59.88 46.53 46.08 42.95 40.33 
1928/29 ............ 56.63 49.76 48.85 54.96 45.24 50.92 39.76 49.76 40.71 46.36 56.63 41.19 40.81 42.14 43.49 
1929/30 ............ 64.91 46.04 47.80 45.34 36.02 42.96 41.49 38.64 32.20 37.45 43.91 29.58 30.08 33.40 34.68 
1930/31 ............ 66.91 30.25 29.21 44.53 24.10 46.67 20.79 23.39 21.03 26.34 42.15 20.09 20.31 24.10 21.65 
1931/32 · ........... 59.02 25.41 21.35 50.05 21.61 42.02 22.09 20.66 21.84 22.62 39.90 24.94 20.53 18.29 14.78 
1932/33 ............ 52.54 28.38 20.50 42.47 24.72 42.96 16.17 20.45 18.31 18.66 36.09 21.36 17.23 18.31 15.17 
1933/34 ............ 73.20 37.01 25.33 63.17 29.53 61.68 25.99 34.26 26.38 21.71 57.22 27.96 21.03 24.02 19.17 
1934/35 · ........... 84.90 37.44 28.21 69.28 28.18 77.69 30.19 34.22 31.40 27.72 68.88 29.39 30.15 26.57 22.39 
1935/36 ............ 86.66 37.88 32.43 71.35 47.95 78.60 21.76 26.60 22.57 23.82 75.38 33.85 25.49 23.37 18.85 
1936/37 ............ 86.83 51.46 46.42 71.15 51.46 76.38 48.24 49.45 49.05 33.99 67.94 34.58 34.38 32.96 26.32 
1937/38 ............ 84.91 47.39 46.33 78.47 43.38 73.64 40.56 39.67 68.41 31.73 38.50 30.93 31.15 
1938/39 ............ 84.98 25.44 77.76 69.34 26.92 70.15 26.09 26.55 

1948/49 ............ 79.80 99.68 97.59 73.20 79.24 60.90 80.92 119.25 60.00 67.20 107.Q3 60.75 11 0.05 
1949/50 · ..•.....• 0. 66.44 86.53 80.46 61.01 69.13 55.08 66.98 60.99 54.34 60.31 51.39 64.84 66.10 
1950/51 ............ 83.67 90.82 83.06 73.90 109.18 74.14 98.69 74.74 71.04 87.72 68.07 79.38 79.26 
1951/52 ............ 104.89 88.20 91.75 96.07 112.75 89.15 100.12 98.68 87.48 104.65 94.61 105.36 105.17 
1952/53 ............ 102.74 85.82 83.36 95.83 88.20 87.72 80.33 90.76 84.86 78.17 79.86 87.83 
1953/54 •• , '0' •••••• 101.79 74.37 79.13 96.78 61.03 84.39 57.45 80.57 58.64 61.18 76.28 55.78 58.91 71.51 74.97 
1954/55 .. , ......... 101.07 77.71 74.01 96.32 67.73 86.33 70.58 81.99 72.48 70.10 77.77 77.71 74.12 73.90 73.62 
1955/56 .... ,-, ..... 100.89 74.69 76.11 96.14 69.69 87.59 68.03 78.25 69.69 67.95 75.49 70.64 73.19 75.16 71.04 
1956/57 ............ 100.22 74.73 79.48 95.51 63.78 83.95 64.49 74.01 65.92 67.13 75.93 68.54 68.45 72.82 74.16 
1957/58 ............ 104.99 68.20 69.31 100.23 55.09 84.99 57.24 74.88 62.00 53.96 80.23 55.57 53.35 61.53 59.42 
1958/59 ............ 105.64 67.47 70.17 98.47 59.10 87.00 60.53 79.91 65.80 61.54 80.55 60.05 57.72 60.77 58.17 
1959/60 ............ 105.88 67.61 70.67 96.30 62.58 87.20 61.13 73.60 64.73 59.18 83.12 66.89 67.57 58.74 58.74 
1960/61 ............ 107.19 73.96 70.22 97.44 62.26 87.70 52.55 64.50 57.03 53.18 79.42 55.78 63.22 56.53 56.87 
1961/62 ............ 110.16 77.79 72.60 102.65 60.03 90.63 63.78 72.29 66.28 63.97 80.12 59.28 64.25 56.78 57.00 
1962/63 ............ 110.60 75.25 72.70 103.59 62.96 93.83 65.47 82.78 72.99 65.54 88.33 61.71 66.75 66.47 56.88 
1963/64 ............ 110.39 73.61 99.33 91.53 66.02 85.24 66.07 62.32 

"' German prices from Table VI. For years preceding the EEC period (August 1962) German prices are shown as converted to u.s. currency at monthly or annual ex-
change rates published by the u.s. Federal Reserve Board: since August 1962 conversions are at the EEC Unit of Account. British average import prices are from official 
trade reports (90) converted to U.S. dollars at monthly average exchange rates. 

Q. See note a~ Table VI_ 


