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ST ABSTRACT

Agncultural :pol:.c:.es pursued by the European Econom:i.c uComrlunrby (EEC)
ha.yi? reslted in s:.gn:l.fica,nt gurpluses of soft wheat.- Although some wheat 13
° fed directly on farms, a Iarge btonnsge must be exported or denatured for feed
) ﬁa high cost.  The °EEC s Wheat-~denaturing regula‘t;l.one evolved: 'bhrough & phase -
- of extreme cautmon to.one of generous subsidization. Little mfomt:l.on is.
available on farmar ‘attitudes coneerning the use of wheat for feed Further -
adaustments 4n the¢ EECLS Wheat/ goarse grain pr:l.ce ra.:l;:l.o 4o 5bet‘l:er reflect rel-
*abive feed values are expected., Use of wheat forf.f -ueed; in ‘the EEC ig prcaected
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FOREWCORD

This report discusses the Buropean Economic Community's (EEC) use of wheat
for feed. Topics included in the discussion are the EEC's grain-denaturing
regulstions, factors affecting the use of wheat for feed, the impact of wheat
on feed grain requirements, and projections to 1975.

This report will be useful to U,S, Govermment officials and other persons
concerned with international trade, particularly grain exporis. The report
will alsc be of interest to educators and researchers who have a general inter-
est in the agricultural policies of the EEC.

The author is grateful to Prof. Sidney Ishee, University of Maryland, for
his guidance in the development and completion of this report. Materials sub-
mitted to the U,S5. Department of Agriculbure in Washington, D.C., by U.S. Ag-
ricultural Attaches throughout the EEC countries were also very helpful, This
is particularly true of the information provided by Ernest Koenig, U.S. Agri-
cultural Attache to the EEC in Brussels, Belgium.

Washington, D.C. 20250 August 1971
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SUMMARY

Projections indicabe that the Buropean Economic Cormunity will use 9.5-311
million metric tons of wheat for feed in 1975, of which nearly 90 percent will
probably be consumed in France and West Germany. Feed grain imports will ne-
cessarily be displaced by the amount of wheat expected to be used for feed.
Based on the relative feeding values of grains as developed in West Germany for
hogs and dairy cows, the displacement would range between 8.6 and 1k,5 millicn
tons depending on which feed grain is selected.

A policy of high support prices for grains, combined with prices favorable
to wheat within the price-supporting system, led to surplus soft wheat produc-
tiecn in the Community. The growing surplus of soft wheat caused higher export
and denaturing costs for the FEC's Agricultural Guidance and Guarantee Fund.
Concern about the level of farm income and the rising costs of a number of
other surplus commodities prompted the Community to move feed grain prices more
in line with wheat prices.

The Community's wheat/feed grain price ratios during the period of analy-
sis (1955/56-1966/67) did not reflect relative feeding values. This failure
was highlighted more by West Germany feeding experiments than by U.S. experi-
menys, especially as regards the relative feeding value of corn and wheat., The
West German feeding experiments for hogs and cattle indicated that wheat prices
should be below corn prices to properly reflect relative feeding values. If

the resulis of the West German experiments become widely accepted, it will be
more difficult for the Community to move wheat into feed use than if judgments
are based on U,3, experiments,

Comaunity regulations pertaining to the denaturing of wheat evolved from
a phase of extreme caution to one of generous subsidization. High denaturing
premiums will continue in the Community if domestic surpluses of soft wheat
persist, if world wheat supplies remain abundant, and if wheat/coarse grain
price ratios are not further adjusted. However, further adjustments in wheat/
coarse grain price ratios to better reflect relative feeding values are expech-
ed.




Use of Wheat for Feed in the European Economic Community
With Projections to 1975

By

Reed E, Friend
Foreign Reglonal Analysis Division
5 . Econowic Research Service

INTRODUCTION

The European Economic Community (EEC) 1/ is the major market for U.S.
grain exports. Between marketing years 1957/58-1959/60 to 1965/66-1967/68,
U.5. grain shipments g/ to the member nations of the EEC increased from an an-
nual average of 4.8 to 9.7 million metric tons {table 1). The peak year was
1965/66 when U.S. grain exports to the EEC totaled nearly 12 million metric
tons. Expansion in grain production in the EEC caused U,S. grain exports to
that area to decline to 6.8 million tons in 1968/69. Nevertheless, since 1957/
58 grain shipments to the EFC have accounted annually for slightly less than
one-third to one-half of the total volume of U.S. commercial grain exports
(appendix table 1).

Community members have consistently accounted for a larger proportion of
i U.8, feed grain export tomnage than for wheat exports. This is true of com-
mercial shipments as well as combined concessional and commercial shipments.
g Generally, less than one-tenth of all U.S. exports of wheat and flour have gone
£ tg the EEC, compared with about two-fifths of the feed grains (appendix table
| 1).

1/ The Burcpean Economic Community, variously referred to as the EEC, European
Community, EC, Community, Common Market, and so forth, was established in 1958
by the "Rome Treaty." Full members include West Germany, France, Italy, Nether-
lands, Belgium, and Iaxembourg,., Associate members--excluded from discussion in
this report--are Greece and Turkey.

g/ Excluding rice and rye and all grain products except flour. Unless other-
wise indicated, the metric system of weights and measures are used in this
report.

441-757T O -7l -2
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Table l.--Quantity and value of U,S, grain exports to the EEC,

1957/58-1968/69
:_Quantity of U.,S, grain exports:: Value of U,S. grain exports
Year Total : Wheat : Feed grains :: Total : Wheat : Feed crains
A TR AN I VAN AR T
~ - 1,000 metric tong - - 17 - - - - 1,000 dellars - = = =
1957/58 . . 3,41k M5 2,469 i 170,841 57,342 113,kgg
1958/59 . . 5,373 1,067 4,306 i 289,317 7h,2h8 215,069
1959/60 . . 5,648 851 b, 797 2t 289,012 60,220 228,790
1957/58 '
1059740 Av. 4,812 G54 3,857 e 2hg,723 63,937 185,786
1960/61 . . 6,192 2,021 b,171 + 330,213 133,670 196,543
1961/62 . . 7,357 1,840 5,517 *: 403,188 131,598 271,590
1962/63 . . 6,310 67k 5,636 ¢ 323,313 148,989  27h,32h
1963/64 . . 6,719 1,474 5,245  ii 377,005 98,93 278,161
1964765 . . 7,787 635 7,152 11 h18,298 40,557 377,741
1965/66 . . : 11,044 1,766 10,178 3T 643,439 105,hk03 538,016
1966/67 . . ot 8,131 1,506 6,625 21 467,678 99,131 368,547
1967/68 . . 9,039 1,320 7,719 i k79,547 87,854 391,693
1965/66 o
1967/68 Av, 9,705 1,531 8,17k 71 530,221 97,k69 132,752
1968/69 . . 6,811 1,316 5,495 s 354,041 86,001 268,940

1/ Excludes rice, rye, and all grain products except wheat flour.
2/ Includes wheat flour.
§/ Includes barley, oats, corn, and grain sorghum,

Source: Appendix tableg 1 arnd 2,

Grain sales to the EEC are on a cash basis constituting an important source
of foreign exchange earnings for the United States. In 1965/66-1967/68, U.S.
grain exports to the Common Market anmially averaged $530 million, more than
double the average for 1957/58-1959/60 (table 1). Over 80 percent of this re-
cent export value of grains was feed grains. 1In fact, U.3. feed grain exports
to the Community in the 1965/66-1967/68 period accounted for nearly three-tenths
of total U.B. agricultural exports to that area and for nearly one-tenth of all
commercial agricultural exports (appendix table 2), However, the value of U.S.

grain exports to the EEC in 1968/69 declined to $355 million, the lowest level
since 1962/63.




Digequilibrium in Grain Production and Use

Rising disposable income in the EEC has resulted in an increase in demand
for animal products and stimulated a sharp expansion in domestic livestock and
pouldry production since the early 1960's. Because expansion in domestic feed
grain production was not sufficient to meet rising uwtilization, feed grain im-
ports increased. At the same time, Community production of soft wheabt increased
even though there was little change in the domestic use of wheat for food. This
resulted in excess supplies of soft wheat under existing support pric.s at s
time when import requirements of feed grains continued to mount (table 2). 1In-
creased imports were, however, confined to corn and gorghum.,

The increase in EEC wheat exports provided more dramatic evidenca of the
developing surplus than indicated in net trede figures. In 1964 /65 and 1965/66,
exports to nonmember countries reached 5.7 and 5.8 million metric tons, respec-
tively. Previously, annual exports to nommember countries had not exceeded 3,8
million tons. Soft wheat exported by the Common Market may be considered sur-
plus since the partially offsetting imports are hard or durum wheat. Imports
from third countries in recent years have been around 4,2 million tons. Prac-
tically all of this was high-gquality wheat,

Price supports for wheat by individual mewber countries, either prior to
or within the context of the cotmon agricultural policy (CAPS 3/, have been at
levels above relative feeding values and generally above world market prices.
Consequently, natural market forces have not cperated to clear the market of
existing supplies, Rather, subsidies were provided to move excess production
into world markets or into feed use. These subsidy costs for wheat are causing
serious concern in the Furopean Economic Community L/,

Albernatives %o Achieving Equilibrium

A number of options could be listed which the BEC might choose to lessen
its disequilidbrium in the wheat/feed grain sector. However, essuming that the
variable levy system currently in operation in the EEC will go unaltered to any
substantial degree, the two major alternatives appear to be:

(1) substituting feed grains for whest production, or
{2} increasing the amount of wheat used as feed.

Wheat and feed grain production might be altered through acreage allot-~
ments, other guantitabive controls, or shifts in production through price in-
centives (such as a change in the wheat/feed grain producer price ratio).
Policies pursued by the EEC do not favor production controls 5/.

3/ CAP refers to the EEC's policy of adapting individual member country age
ricultural programs for production, marketing, and trade to a program essential-
Iy uniform for the whole area. The major feature of the CAP is its gystem of
minimmm import prices with variable import levies and export subsidies,

g/ Dairy products, sugar, and some fruits and vegetables are other commodi-
ties causing surplus disposal problems.

2/ Individual country production quotas, however, have been established for
sugar. Quotas are at very liberal levels and surpluses continue.




Table 2.--Net trade in selected grains by the EEC,
1955/56-1967/68 1/

: : Feed grains
Year : : Total : : : : Other

. Wheat . g/ . Oats . Corn . Barley . prains g/

e R T 1,000 mebric tong - - = = - - - - &
1955/56 . . . . : -2,228 -5,865 -8 -1,990 -2,668 -759
1956/57 + « . . : -5,695  -5,256 -713  -2,322  -1,603 -618
1957/58 . . . . ¢ -Th7 -6,117 -655 -2,609 -2,221 -632
1958/59 . . . . : -2,0k7  -7,Loh -600  -3,135  -2,578 -1,09L
1959/60 . . . . 1 -1,091  -8,678 -850  -h,p17 2,123 -1,488
1960/6L . . . . : -L4,089 -6,365 -663 -3,769 -679 -1,254
1961/62 . . . . o+ =-3,547 -9,205 -8h2 -5,593 -1,320 ~1,450
1962/63 . . . . : +308 ~9,145 -738 -6,090 -1,036 -1,281
963/6 . . . . :  -317  -8,801 -0l ~7,422 +430 -1,%05
w96h/65 . . ., @ +2,121 -9,209 -526 -7.,624 157 -1,516
1965/66 . . . . & +1,593 -12,300 ~848 -8,819  -1,03k -1,599
1966/67 « « « «  :  +199 -11,855 ~553 -9,112 -664 -1,526
1967/68 . . . . : 41,302 -10,2Lk -559 -9,529 -185 -1,075

Wote: Minus ( ~ ) signifies net imports and plus ( + ) net exports.
;/ Intra~EEC trade excluded. g/ Rye and rice not ineluded.

Source: Statistical Office of the European Communities, Agricultural Statisties,
Brussels, No. 1, 1968, and No. 1, 1969.

The high price level for wheat existing in some member counbries of the
EEC prior to its formation forced a grain price agreement with wheat prices
substantially above feed grain prices., This gap was subsequently narrowed and
may be narrowed further by increasing feed grain prices while holding wheat
prices relatively constant.

Wheat used for feed could be increased by adjusting wheat/feed grain price
ratios to reflect relative feeding values §/. Target and intervention price
ratios could be set to achieve this objective or denaturing premiums (subsidies)
could be adjusted to further reduce the price of wheat relative to that of Teed
grains. BSome EEC members have adjusted denaturing premiums from time to time
and the Community's policy of denaturing wheat has evolved through a mulbitude
of regulations. As stated earlier, wheat-feed grain price relationships agreed
to in December 196 have been adjusted to more nearly reflect relative feeding
values. The Community's whole spectrum of grain prices are at sufficiently
high levels to promote inefficient production and to modif'y comparative advan-

tage.

é/ Presumably, wheat/feed grain price adjustments which would encourage pro-
ducers to shift into feed grain production would also tend to promote the sub-
stitution of wheat for feed grains in livestock rations,

4
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Objectives

The general objective of this study is 4o isolate and measure the impact
of factors that affect the use of domestically produced wheat for feed in the
European Economic Community. If wheat surpluses continue to increase in the
, EEC and wheat is substibubed for feed grains, the EEC's feed grain import re-
[ quirements will change substantially,

Specifically, the objectives of this study are to:

(1) outline the evolution of Community grain regulations, particularly
those pertaining to the denaturing of wheat,

{2) Organize data relevant to the disposition of feed wheat, its feed-
ing value, and attitudes on feed use.

(3) Derive estimates for “he components of the demand relationship per-
taining to the demand for wheat as feed.

(4) Determine and assess adjustments in economic forces and other condi-
tions which would lead to increased use of wheat for feed in the ERC.

(5) Project the use of wheat for feed to 1975 and to assess its impact on
feed grain imports.

Review of Likterature

An earlier economic analysis closely related to this study is Vigen's work
on the future demand for wheat in the Furopean Economic Comnunity (83). Vigen
hypothesized that wheat ubtilized as feed was a Tunction of five variables: the
price of wheat received by farmers, poultry meat production, egg production,
total grain produced (excluding wheat), and a trend Ffactor. With one excep-
tion, coefficients relating to the First four variables were not significant
(in Prance the coefficient of "total grains produced” was significant)., West
Germany was the only member country where the regression coefficient for the
trend factor differed significantly from zero, Vigen pointed out that the high
degree of intercorrelation within the explanatory variables leaves the relia-
bility of the individual coefficients in doubt, However, he indicated that this
does not deter use of the equation for predictive purposes.

Diverse opinions exist on the future level of wheat likely to be used for
feed in the EEC. Vigen projected absolute increases in feed use of wheat in i
all member countries through 1970 and 1975. Sorenson and Hathaway expected in- By
creased Community production of soft whest through 1970 and 1975, but concluaed,
especially for France, that the quantities of wheatb which would be exported or
fed were "Impossible to project, inasmuch as this will depend upon & host of '
political and economic factors both within and oubside the EEC (73, p. 111}.°7 i
These same two authors concluded, however, that barring a sudden surge in the >
world grain market, it was likely that most of the EEC's surplus food grains E
would be diverted to feed use.
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Analysis by the EEC Commission in 1963 projected a TS5-percent increase in
use of wheat for feed between 1958 and 1970 I/ for the whole of the EEC (2l).
In a 1966 revision of these projections, the Commission compared the interpo-
lated data for 1962 with actual developments for this period and found the use
of wheat for feed to be nearly 1 million tons or 16 percent below expectations
(gg). As & result, 1970 projections of the amount of wheat used for feed was
reviged downward to 7.2 million metric tons, but remained 55 percent above 1958
age,

Detailed country studies on long-term developments of demand and supply
for agricultural products alsc concluded that laerger quantities of whest will
be used for feed in West Germany and France. Researchers at the Institut fur
Wirtschaftsforschung (IF0) concluded for West Germany:

«.+it is probable that the percentage of wheat fed will increase consid-
erably during the projected pericd. In the bhase period,[average of 1960/
61-1962/63] 37 percent of wheat production was used as feed., Tt is pro-
Jected that this percentage will rise to U5 percent by 1970 [ average of
1969/70 and 1970/71], and to 50 percent by 1975 [average of 1974 /75 and
1975/767. This means that by 1975 the quantity of wheat fed will nearly
double %ﬁ, p. 211},

Researchers at the Centre de Recherches et de Documentation sur la Consom-
mation (CREDOC) concluded for France:!

.1t may be safely assumed that a fair shere of French wheat production
will not come into the market, but will be consumed on ferms as feed,
Wheat amounted to 21 percent of grain consumption as feed (measured in
F.U,) §/ in 1958/60. We assume the percentage will go up to 30 by 1970
and 33 by 1975 (8, p. 303).

In a similar supply and demand study for the Netherlands, researchers as-
sumed that by 1970 wheat would cease to be used as feed in that country (;).
They reasoned that within the framework of the EEC's market regulations, wheat
as feed could be regarded as undesirable in the Netherlands., Declines have
ocurred since 1960/61 in the gquantity of wheat used for feed and the downtrend
in the proporticn of grain used in mixed (formulated) feeds (94). However, in
no single year through 1955/56-1966/67 has the Netherlends, Ttaly, Belgium, and
Luxembourg combined accounted for more than 15 percent of the wheat used for
feed in the EEC,

Others have commented on factors affecting the quantity of wheat used for
feed. Murray reasoned that year-to-year fluctuation in the amount of wheat
used for feed depends on the quality of the wheat crop, the size of the feed
grain crop, and the extent of Govermment subsidization (23). World market con-
ditions for grains were listed by the Centre de Recherches et de Documentation

I/ 1958 is an average of the crop-year period 1957-1959, 1962 is an average
of the crop-year period 1961-1963, and 1970 is an average of the crop-year pe-
riod 1969-1971,

_El/ ¥F,U, means feed unit. This gtudy assumed that one feed unit iz the energy
equivalent to one kilogram of barley.




sur la Conscmmation as the major determinant of whether surplus soft wheat would
be moved onto world markets or denatured and used for feed (Q, D. 303). The
hypothesis advanced by the Centre de Recherches et de Documentation sur la Con-
sommation was reinforced by Farnsworth and Friedmsn who pointed to the active
commercieal export demand for French wheat in selected periods as an important
reason for that Govermment's failure to raise denaturing subsidies (Eﬁ?. The
importance of densburing subsidies was emphasized by Dam who viewed thelr role
as & "Financial device for accomodating surpluses in bread greins and shortages
in feed grains" (10)}.

Tangen stated that, owing to higher yields, more, and probably cheaper,
feed units could be obtained per hectare of wheat than of barley (_I). Conse-
quently, he contended that the right economic solution to the EEC's surplus soft
wheat problem was to feed more wheat rather than mske a substantial switch from
production of wheat to feed grains. To achieve this, it was pointed out that
the price ratio of wheat and feed grsins mst be more closely linked to feed
valwe. Grain price ratiocs, established under EEC regulations were considered
unreal in terms of the relative feeding values of wheat and faed grains and to
discriminate against the feeding of wheat. Epp agreed with Langen that wheat
was overpriced relative to its feeding value, but pointed out that actual market
prices of wheat will tend toward the lower intervention level while feed grain
prices will be above the intervention level (}&). This will act toc narrow the
price gap.

Conflicting information on grain prices in the EEC was discussed by Farns-
worth and Friedmann. They noted complications of the pricing problem arising
from different ratings of relative feed values. The authors concluded that
grain target prices set by the EEC for 1967/68 favor corn over wheat and other
feed grains. According to Farnsworth and Friedmann:

...the BEC Comnission and Council presumably gave primary considerstion to
the important role of moderate-priced maize corn] in Italy's agriculture

and general econcmy and to the limited area of the Community suitable for

maize production cutside of Italy and southwest France (g&, P. 103),

Factors relating to freight costs and transportation problems, regional
aspects of price harmonization, and FEC grain policy have been discussed in
various studies. The analysis by Muller and Schnieders was beneficial in iden-
tifying grain surplus and deficit areas in the Community and freight costs and
transportation problems assccisted with grain flows (gg . Studies by Clarke
and Goodman and Butterwlck and Neville-Rolfe further identified and described
grain flows in the EEC (2, 5}. Work by Stein and Ruf treated problems of grain
price comparability between member countries (75). The two reports by Farns-
worth and Friedmann inclvde vast amounts of information on the whole spectrum of
the EEC's common agricultural policy for grains and on the pre-EEC grain poli~
cies of France and West Germany (g&, 31). Investigations by Schertz on the
comparative costs of the EEC denaturing or exporting soft wheat concluded that
disposition of surplus production may be influenced by relations between world
prices of wheat and feed grains (66).
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WHEAT POLICIES AND MARKETTING REGUIATTIONS

Policies Prior to Formation of the Common Agricultural Policy

The graln regulations of the individual member countries of the FEC, as
Schaben has shown (64), differed substantially prior to establishment of common
market regulations. Despite the many differences, one feabure was common to
all memwber states, namely, the application of measures to control imports and
assure domestir producers a market for their grain at prices sbove the world
market level,

West Germany

YSkimming” 2/ was practiced by West Germany on imports of both wheat and
feed grains prior to the formaticn of the Common Agricultural Policy (CAP).
Import requirements of individual grains were determined annvally and import
licenses were issued to privabe traders who offered the lowest bids on the spe-
cified grade and guantity of grain tc be imported. The import licenses also
specified delivery periods and the countries from which the grains could be im-
ported.

Price supports and price ceilings for domestically produced grains were
also epplied by the West German Govermment, When prices fell to a specified
minimum level, the Import Storage Agency was obligated to buy grain from pro-
ducers. Conversely, grain sales were made by the Agency when market prices rose
above a2 given maximm level,

A number of other policies pursued by the West Germsn Govermment also in-
Tluenced grain imports. Mixing regulations required the use of g certain per-
centage of home-grown wheat in flowr milling {80 percent in 1961). Purchases
of domestic grains for feed were required as a precondition for receiving feed
grain impert certificates, Bilateral trading agreements with some countbries
discriminated against imports from other countries.

France

The National Grain Office (ONIC--Office National Inter-professionnel des
Cereales), created in November 19L0, had authority to guarantee producer prices
for wheat and coarse grains and to control imports and exports. Support prices
for soft wheat were limited to a given guantity (called the "quantum") and were
scaled downward as the amount delivered increaged. The "quantum” varied from
year to year, depending on the size of harvest and domestic milling requirements.

Various taxes, storage, and handling charges were deducted from the support
prices of wheat and feed grains. Part of the faxes were used for export subsi-
dies (along with funds provided by the Federal Treasury) since producer gupport

9/ "Skimming" refers to a fee collected by the government of the importing
country to equalize the price of imported grain with the price of domestically
produced grains.
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Prices were above world market prices. However, producer prices of above "quan-
tum" wheat deliveries were limited to the average price received for these ex-
ports during the marketing year.

Italy

Wheat and flour imports were permitted only on behalf of a Goverrment
agency, the Federazione Ttaliana Consorzi Agrari. The imported wheat was then
marketed to millers at the higher prices prevailing in domestic markets. Pro-
ducers received a guaranteed price for a specified quantity of the wheat crop
which they were reguired to deliver to the Govermmeut, Higher support prices
were pald for duruvm than soft wheat, with prices varying by producing area,
Output in excess of compulsory deliveries could be marketed directly to private
traders but prices of these marketings tended to remain near support prices be~
cause of Govermment import controls. There were no price supports for feed
grains and imports were by private traders.

Netherlands

The Netherlands reguired an admixture of domestically produced wheat in
milling (30 percent in 1960/61) and imposed quantitative limitations on duty-
free imports of wheat flour (65,000 tons in 1960/61) as devices for supporting
domestic wheat prices. Flour imports above this amount were dutiable at 3 per-
cent ad valorem, In addition, wheat imports were subject to a fee of 8.7 cents
per bushel while flour was subject to a fee of 82 cents per 100 pounds on
amounts imported for human consumption. The fee imposed on flour was to equal-
ize the price of imported flour with domestically produced flour.

Variable import levies were impesed on feed grain imports to maintain Pro-
ducer suppert prices. Minimum c.i.f. import prices were established for each
grain and the levy collected was the difference between these minimum import
prices and the c.i.f. price at Dutch ports, At the same time, provisions were
made for rebates on exports or reexports of feed grains (as well as wheat
flour) and on livestock and meat products produced from imported grains. TIm-
port licenses were required for feed grains as well as wheat.

Belgium and Luxembourg 10/

Wheat support prices were limited by the Belgian Government to 700,000
metric tons in 1960. This amount of wheat was required to maintain a 70 per-
cent mixing ratio of demestic wheat to outside purchases in flour milling as
required by the Government. Marketings in excess of the amount prescribed for
domestic flour use were used as feed or exported at market prices.

Support prices were not provided for feed grains. However, in 1956 the
Government authorized a subsidy to farmers on the basis of feed grain acreage,

1g/ Iuxenbourg was not discussed separately because of close econcmic ties
with Belgium and its small population.
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More importantly, a system of feed grain import licenses and taxes was estsb-
lished in 1957, This action resulted in feed grain imports at prices substan-
tially above c¢.i.f, offer prices at Anbwerp or other Belgian ports and increased
prices for domestically produced grain, The tax receipbs were used %o subsidize
livestock producers, grain exports, and costs of diverting wheat to feed use.

Mejor Provisions of EEC Marketing
Regulabions for Grains

The Rome Treeaty, sighed in March 1957, mede provisions for the Common Market
to extend to agriculture and trade in agricultural products (Title IT, Articles
38-47). It was not until Janvary 1h, 1962, however, that the EEC Council issued
their first basic decisions on a common agricultural policy (CAP). Commodities
covered by these first regulations included wheat, flour, feed grains, pork,
poultry and eggs, fruits and vegetgbles, and wine, Regulations on these commo-
dities (or some part of each commcdity group) became effective July 30, 1962,

Agreement on Basic Grain Regulation

Regulation No. 19 of January 1&, 1962.;l/provided the basic outline of a
common organization of the merket in grains, Provisions were mede for estab-
lishing: (1) basic "target" and "intervention” (support) prices at the whole-
sale level in the major grain deficit marketing centers of each country; (2)
derived target and intervention prices in other marketing.centers, giving con-
sideration to transportation costs; and {3) "threshold” (minimum import) prices
at port of entry or border at a level to prevent undercutting of basiec terget
prices. The variable levies imposed on grain imports were determined by sub-
tracting the most favorable c.i.f. import price from the threshold price 12/.

These grain regulations replaced the varicus policy measures previously in
effect in member countries, eliminating controls such as compulsory mixing and
quantity import restricticn. However, member countries were free during the
transition period to set their annual grain prices within s rather wide range
prescribed by the Community;liﬂ Consequently, the intervention and threshold
prices also varied by member countries. National Government agencles were

13/ European Communities, Journal Officiel des Communeutes Europeennes,
Brussels, April 20, 1962,

lﬁ/ The e¢.i.f. offer prices for different types of wheat are adjusted by
equivalence coefficients to an EEC "standard quality” to determine what levy
to apply { dppendix table 4). During the transition pericd--July 30, 1962 to
July 1, 1967--national "standard quality” differed from "EBC standard quality”
for some member countries.

%§/ This situation was discussed by Donald J. Novotny and Robert J. Svec in
"Buropean Economic Community's Grain Price Systems in Operation,” Foreign

Agriculture, Washington, U.S. Department of Agriculture, 1967. At the begin-

ning of the 1962/63 crop year, the target price for soft wheat ranged from an
upper limit of $118.92 per metric ton to a lower limit of $89.42 per metric
ton. ILittle actual progress was made in moving member country prices much
closer together during the transition period.

10
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required to purchase all quantities of grain offered to them at the intervention
price vhich wes specified by individual countries at between 90 and 95 percent
of the designated target prices.

Threshold prices established by the member countries provided for a $1.00
per ton preference on intra-Community trade in grain {called the "montant for-
faitaire" ), After setting the target price, the threshold price was arrived at
by (1) subtracting marketing costs from port of entry to the deficit area, (2)
adding $1.00 per metric ton 14/ for Community preference, and {3) adjusting
prices to reflect national quality standards if different from Community quality
standards, On inbra-Community trade, the $1.00 per ton charge was subtracted
from the levy applicable between the mewber countries during the transition
period 13/.

The basic grain regulation (No. 19 of January 1ih, 1962) provided for sub-
sidizing exports o both member and nonmember countries, Subsidies on grain
exports to nonmember countries wWere, in general, nob to exceed the levies ap-
plicable to imports from third countries on the date of export., It was also
permissible to import, free from levies, guantities equal to those exported.
Intra-Community trade during the transition period could be subsidized to the
extent that the exporting countries free~on-frontier price was reduced to the
importing country's threshold price (but limited to the subsidies permitted for
exports %o third countries}.

The basic regulations provided that stocks of wheat and rye {accumulated
through intervention in the msrket) could be denatured and sold in domestic
markets. Each member Govermment was also allowed to promote the densturing of
privately held stocks of wheat and rye through the payment of denaturing pre-
mivms .,

Agreenment on Common Grain Prices

On December 15, 1964, the EEC Council of Ministers reached agreement on
common grain prices to be effective July 1, 1967. Prices were set roughly half-
way between the highest and lowest prices effective in the EEC in l96h/65. Ba-
sic target prices--set for soft wheat, durum wheat, barley, corn, and rye--ap-
plied to Duisburg, West Germany, the most deficit grain area of the Community.

1L/ Increased to $1.10 in 1963/6k,

15/ & much higher level of protection was provided for flour. The threshold
price for 1.4 metric tons of wheat was first computed (since this was considered
equivalent to 1 metric ton of flour)., To this, a milling margin of $19.25 per
metric ton (average milling costs in the EEC) was added and a protection al-
lowance of $16.25 (applicable to other member countries as well as to third
countries), From this total, a credit for the feed by-products of the 1.4 tons
of milled wheat was subbtracted. Added to this was a lump sum of $2.50 per ton
for further protection to the FRC millers (and applicable only to third coun-
tries). During the transition period, the protection sllowance and the lump
sum were to be gradually reduced and increased respectively by the same amounts
so that the protection wounld apply only to third countries.

11
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As in the earlier basic grain reguiations, provisions were made for establishing
derived target and intervention prices in other trading centers to reflect trans-
portation costs and promote the free movement of grains inside the Community.

Grain prices in member countries were affected differently by the December
1964 decisions. Soft wheat prices 16/(set at $106.25 per metric ton) were re-
duced in West Germany, Luxembourg, and Ikaly, bubt increased in France, the
Netherlands, and Belgium., Target prices for durum wheat were get at $l25 per
metric ton, resulting in a price increase in France and a price decrease in
Ttaly. ({However, producers were guaranteed $145 per metric ton at wholesale
level in the largest surplus area in the EEC.) Price shifts similar to those
for soft wheat also applied %o rye (excluding Italy where little rye was grown)
with the target price set at $93.75.

Barley target prices ($91.25 per metric ton) set by the Council resulted in
a price reduction in West Germany but a price increase in all other member coun-
tries. The common corn price ($90.63 per metric ton) resulted in a reduction
in the French price bul a sharp increase in the Italian price. {(ILittle corn
was produced as grain in the obther EEC countries.) Since the feed grain price
increases were viewed as extremely burdensome to the livestoek industry in Italy—-
which relied heavily on imports--provisions were made for Italy to have 5 years
to adjust to the common feed grain prices 17/.

In addition to this major provision for Italy, there was another major
provision for compensating payments to West Germany, Italy, and Luxembourg
because of the rather sharp decline in wheat price 18/. Additional finanecial
assistance was provided to their farmers by the West Germany Government 19/.

Harmonized Prices

Council Regulation No. 120/67 20/ contained the new EEC grain regulations
which went into effect on July 1, 1967 (this basic regulation was followed by
many implementing regulations), The special rules applying to feed grains in
Ttaly remained in effect. Significant provisions of the new regulations (with
the exception of the proviso for Italy) were as follows:

(1} Grain prices within the EEC became largely interdeperdent,

(2) The foundation for unified markets for other products was
established,

16/Unless otherwise specified, all prices quoted here refer to wholesale
prices at Duisburg, West Germany.

17/Imports of barley, oats, corn, and grain sorghum by sea were to receive
an import subsidy of $10.63 per ton in 1967/68, $10.00 per ton in 1968/49 and
1969/70, and $7.50 per ton in 1970/71 and 1971/72. However, this subsidy was
largely offset by the increased transportation and handling costs in shipping
grain into Italy, compared with cther member countries,

18/$280.2 million to West Germeny, $131 million to Italy, and $2.5 million to
Luxembourg on a declining yearly scale for 1967/68, 1968/69, and 1969/70.

19/ %210 million in 1965 and $275 million annually in 1966 and 1967.

20/ European Communities, Journal Official, Brussels, June 13, 1967.
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(3) Conditions for free trade in the Community were created,
and
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(4) The preference of domestic producers relative to third
country suppliers was further increased.

Intervention prices, threshold prices, and target prices were continued at
the wholesale level of trade. Duisburg remained as the principal deficit area--
the point of the basic intervention {support) price. Regionally derived support
prices were set so as to reflect the varying conditions of supply and demand in
order to promote intra-Community trade. The new regulation also established a
uniform threshold price (minimum import price) which previously had varied by
member country. Ievies imposed on imports were to represent the difference be-
tween the lowest c.i.f. price 21/and the uniform threshold price (figure 1).

Bagsic provisions were alsc made in the new regulations for differentiating
grain export subsidies according to country of destination. As with earlier
basic regulations, intervention agencies were permitted to dispose of purchases
through export to third countries or sales on the domestlec market. A special
denaturing premium was to be provided for disposing of wheat and rye for feed.
The actual cost of denaturing was alsoc to be covered.

Commmunity Regulations on Deneturing
Wheat for Feed 22/

EEC countries have followed either of two general alternatives for dispos-
ing of surplus sof't wheat entering marketing channels in the EEC--denaturing
wheat for feed and subsidizing exports. The purpose in each case was to sup-
port the domestiec wheat market., Regulations on denaturing have, at least until
recent years, carefully avoided creating cenditions where sales of denatured
wheat interfered with the market for corn and barley. This precaution has re-
strained the movement of larger quantities of wheat into feed use.

Numerous regulations on denabturing wheat have been veriously presented in
meticulous detalil, expanded, changed, rescinded, and reissued.

Developments Prior to Common Prices

The Community's basic authorization on denaturing wheat for feed was con-
tained in their first basie grain regulation (No. 19, January 14, 1962). At
this Lime, the intervention agencies in member states were authorized to sell
wheat at reduced prices provided it had been rendered unfit for human consump-
tion. Council Regulation No. 25 §§/ authorized the use of funds from the

21/ The c.i.f. price was the lowest offer price in Rotterdam, or in another
import point plus freight rates to Rotterdam, whichever was lowest (well in-
tentioned offers of reasonable guantity adjusted to the EEC's standard quality),

22/ Many of the same provisions apply to rye which is not ineluded in the
following discussion.

23/ Furopean Communities, Journal Officiel, Brussels, April 20, 1962,
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GRAIN IMPORT CONTROL SYSTEM FOR WHEAT (EXCLUDING DURUM)
FOR THE EUROPEAN ECONOMIC COMMUNITY, AUGUST 1, 1968
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European Agricultural Guidance and Guerantee Fund (BAGGF)--the financial arm of
the CAP--to support internal market operations. Council Regulations 17/64 and
18/64 24/ further specified the categories and amounts of denaturing expenditures
eligible for aid from the Fund. One element of the denaturing premium was a
payment of 90 percent of the difference between the target price of soft wheat
and the target price of barley 25/ The second element of the denaturing premiuwm
was the technical costs involved in the physical process of denaturing grain.
Provisions were made for determination of minimum guality standards above which
wheat would be eligible for denaturing payments.

Commission Regulation 127/6426/ set the technical cost of denaturing wheat
at $1.90 per metric ton for 1962/83 and 1963/6L. On the same date, Commission
Regulation 128/6h set the following criteria for wheat considered fit for human
consumption (and thus eligible for a denaturing premium): minimum specific
weight--70 kilograms per hectoliter; maximumm of other cereals, various Impuri-
ties, and germinated grains--12 percent. These criteria were applicable in
1964/65 to sound, pure, commerecial quality wheat free from defects.

The Commission issued Regulation No. 178/6h27/ which replaced previous
rules covering denaturing premiums. Although the basic features of previous
regulations were retained, more specifies were provided on the technical methods
of denaturing and on restrictions pertaining to the quality of wheat eligible
for denaturing premiums.

Commission Regulation 178f6h appeared to have contained a more cautlous
approach to payments of densturing premiums than did earlier published regula-
tions. Under this regulation, the denaturing premivms couwld not exceed the dif-
ference between the average market price of wheat in the area of largest surplus
and the target price for barley during the same period and in the same area (all
prices adjusted to a "standard quality") 28/. It was also stated that in no case
should the denaturing premivm for wheat be fixed at such a level as to interfere
with the target price of barley or corn nor should the denaturing premium result
in wheat normally uged directly for feed on the farm beling sold and replaced by
dengbured grains.

This game regulation alsc set forth a suggested methed of densturing grain.
Member states were permitted to use an alternate method if it provided equal
assurances that the denatured wheat would 10 longer be used for humsn consump-
tion. Reductions in the denabturing premium were also specified for wheat fall-
ing below a specified weight per hectoliter or containing impurities above
specified levels,

2}/ Buropean Communities, Journal O0fficiel, Brussels, February 27. 196k,

25/ The payment applied to the area having the greatest surplus of wheat and
tdPrices in the first month of the marketing seascn. It will be noted that
some of the decisiong pertaining to payment of denaturing premiums also refer
back to an earlier period. A lag of 2-4 years occurred before menber state ex-
penditures on market support were reimbursed by BAGGE.

26/ Buropean Communities, Journal Officiel, Brussels, September 30, 196k,

27/ Furopean Communities, Journal Officiel, Brussels, November 19, 196k,

28/ The denaturation premium would tend to fall since the market price of
SOTT wheat in the most surplus area would be more towards the intervention (sup-
port) level, which is 5 to 10 percent below the target price.
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Denaturing Regulations Effective at
Time of Common Pricesg

Council Regulation No, 120/67 introduced common prices to %he whole of the
Community on July 1, 1967 29/, This action abolished intra-Community levies for
domestic grains and established uniform third counbry levies. Only broad guide-
lines for denaturation of grains were provided in this basic regulabion.

Additional general guidelines on denaturation were provided in Council
Regulation No. 172/67§9]. Once again, the caveat that the denaturing premium
mist not interfere with the market for barley or corn appeared. Authorization
was given to intervention agencies to denature grains ag well as the responsi-
bility for approving and supervising all denaburing of grains, Premiums on
denatured wheat were to be Fixed before the beginning of the marketing year and
considered valid for the whole year. Export subsidies on denatured wheat were
to equal those applied to barley.

Comaission Regulation 2&1/6731/,which alsc became effective July 1, 1$67,
provided for either the dyeing (dematuring) of wheat or its admixture into com-
pound feeds. The provision for direct use of wheat in compound feed with the
payment of a denaturing premium represented a liberalization of the denaturing
regulations. Technical costs for dyeing were set at $1.90 per metric ton and
those for admixing at $1.00 per ton. These technical costs were added to a per
ton payment to make whest competitive with feed grains (the payment ranged from
$11.65 in July 1967 +o $1%.20 in July 1968). Provisions in Commission Regula-
tion 242/67--appearing in the same issue of Journal Officiel as 241/67--provided
for reducing the denaturing premium if the grain was below a standard quality
(with weight angd molsture conditions varying by region but the propertion of
foreign grain, impurities, and sprouted grain the same for the whole area ),

Regulation Changes Since Common Prices

Provisions for a liberalization of the denaturing regulations were con-
tained in Council Regulation 6hl/68 32/. This regulation permitted, for the
first time, adjustments in the denaturing premium in the course of the crop
year. Also potentially important was the proviso reguiring Ttaly to {1) grant
a subsidy on imports by sea of denatured wheat equal %o the reduction of the
levy applied to barley, and (2) increase the denaturing premium for soft wheat
in Italy by an amount equal to the levy reduction applying to barley.

Hew implementing regulations for denaturing wheat in 1968/69 were presented
in Commission Regulation's 956/68 and 957/68 33/(table 3). Wnile the first

29/ Buropean Communities, Journal Officiel, Brussels, June 13, 1967. Feed
grain trade between Italy ani Thirg countries and Italy and obther member coun-
tries were to be continued under special rules until July 31, 1972,

30/ European Communities, Journal Officiel, Brussels, June 27, 1967,

31/ Buropean Communities, Journal Officiel, Brussels, June 30, 1967.

32/ Buropean Communities, Journal Officiel, Brussels, May 29, 19648.

33/ Buropean Communities, Journal Officiel, Brussels, July 12, 1968.
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Table 3.--Denaturing subsidies for soft whest in the FRC
for the marketing year 1968/69 1,2/

Month Subsidy : Technical subsidy .Total subsidy
and adjusting : Dyeing or : %dding : Dyelng or : Adding
year : wheat prices to : gdding : directly : éddlng : directly
: _barley prices : fish oll : to feed : fish oil : to feed
--------- $ per metric ton ~ =~ = - = -~ = = -
August 1968 ; 10.77 3.25 1.25 1k, 02 12.02
September 1968 : 11.72 3.25 1.25 1h.97 12.97
October 1968 : 11.92 3.25 1.25 15,17 13.17
November 1968 ; 12,12 3.25 1.25 15.37 13.37
Decenber 1968 : 12.32 3.25 1.25 15.57 13.57
Janvery 1969 i 12.52 3.75 1.75 16.27 .27
February 1969 i 12.72 3.75 " 1.75 1647 14 47
March 1969 ; 12,92 3.75 1.75 16.67 1h4.67
April 1969 ; 15.12 3.75 1.75 18.87 16.87
May 1969 : 15.32 3.75 1.75 19.07 17.07
June 1969 ; 15,32 3.75 1.75 19.07 17.07
July 1969 15.32 3.75 1.75 19.07 17.07

1/ In Ttaly, the total amount of the above subsidy was Lo be increased (under
certain specified conditions) by an amount equal to the reduction of the levy
applicable to barley on the day of denaturing or admixing,

2/ Data includes changes made throughout the 1968/69 marketing year.

Source: European Communities, Journal Officiel des Communautes Ruropeennes,
Brussels, various issues, July 12, 1968, December 20, 1968, March 28,
1963,

element of the denaburing premium was decreased slightly from the earlier regu-
laticn--by 88 cents per metric ton--the allowance for denaturing was increased
from $1.90 to $3.25 per ton and for admixture from $1.00 to $1.25 per ton. The
total amount of the premium for denatwring thus increased 47 cents per metric
ton while the premium for admixing fell by 63 cents per metric ton. As in
earlier regulations, the amount of the premium varied with the weight of the
grain and with the level of foreign grain, impurities, and sprouting (table 4),
The proviso for adjusting the premium in the course of the crop year was also
continued.
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Tgble h,~-Adjustments applying to the denaturing subsidy for soft wheat
in the EEC for the marketing year 1968/69

Increase or decrease

Test welght fi in denaturing subsidy
Kilograms per hectoliter :: - - § per metric ton - -
T0-70,999 - ~-1.50
T1-71.999 i -1.00
72-72.999 : ~0.450
T3-77 3 0.00
77 .001-78 . +0,50
78.001-79 1 +1.00
79.001-80 3 +1.50
More than 80 s +2,00

Foreign grains, impurities, ::
ahd sprouting
- = =~ Percent - - - HH
Up to b e 0.00
4,01 to 5 e -C.75
5.01 to 6 . -1.25
6.0L bo 7 e -1.75
7.01 to 8 T: -2.25
8.01 to 9 :: -2,70
9.01 to 10 HH ~3.20

-
»

Source: Furopean Communities, Journal Officiel des Communaubes
Europeennes, Brussels, July 12, 1968.

Effective Janmumary 1, 1969, the Commission allowed s 50-cent per ton in-
crease in the technical costs of denaturing and admixing wheat for the remainder
of 1968/69 34/ (table 3). The reasons advanced for this increase were that costs
of denaturing and incorporating had rigen, that the large soft wheat crop in
1968 was placing pressure on domestic markets, and that difficuliies were being
experienced in locating export markets. Authorization was also given during
the year to denature with fish oil--instead of with the more expensive dyeing
procegs--without arny lowering of the cost factor. Consequently, the allowances
f'or denaturing costs were more or less arbitrary since they failed to reflect
actual costs.

The provision for changing the premium for depaturing soft wheat within a
markebing year was brought into play on April 1, 196935/ The first element

34/ Buropean Communities, Journal Officiel, Brussels, December 20, 1968.
35/ Buropean Communities, Journal Officiel, Brussels, March 28, 1969,
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of the premium was increased by more than $2 per ton (over criginally scheduled
levels) for the remainder of the marketing year--April through July. This ac~

tion pushed the premium for soft wheat o $19.07 per metric ton for denaturing

and $17.07 per ton for admixing during the last 3 months of the 1968/69 market-
ing year, Justification was on the basis of preventing severe internal "market
disturbances" brought about by the high level of wheat stocks and the unsatig-

factory rate of wheat exporis.

Denaturing premiums for wheat were increased again for the 1969/70 market-
ing year (table 5). The premium for Avgust 1, 1969 denaturing and admixing were
set at $18.52 and $17.52 per metric ton, respectively, compared with $iL.02 and
$12.02 in August 1968 36/(table 3). Thus, the total incresse in the premitm for
August through April was $4.50 per ton for denaturing and $5.50 per ton for ad-
wmixing, The purpose of both increases was to move more wheat into feed use.

In addition to the premium increases, the EEC's Grain Management Committee
&lso liberalized the acceptable amount of objectionable material in the 1969
wheat crop 37/. The permissible amount of sprouted grains, foreign material, and
so forth in wheat still qualifying for a denaturing premium (but at a reduced
levr:l) was increased from 10 to 50 percent (table 5). This special concession
was made mainly at the request of West Germany where late August rains substan-

tially reduced the quality of the crop which remained unharvested at that time.

WHEAT AS A FEED

The use of wheat for feed generally increased in the Community since 1955/
56, surpassing 5.8 million metric tons in 1967/68 (table 6). WNearly one-fifth
of the annual wheat crop was moved into feed use in most years since 1958/59,
During the seme time, wheat generally accounted for 13-1b percent of total
grains used for feed. Trance and West Germany accounted for over 95 percent of
the wheat used for feed in the Community.

Wheat is moved into Teed use by one of two methods. One method is through
direct on-farm use without benefit of subsidizaetion. This outlet presumably
would include the production and direct use of wheat for fee@ on farms, as well
as the direct sale or exchange of wheat for feed among farmers, A second rethod
by which wheat is moved into feed use is through commercial channels, This in-
cludes the sale of wheat to commercial establishments for use as Teed or for
feed formulation as well as wheat moved into feed use through payment of & de-
naturing premium., This is done so that milling wheat is competitive with feed
grains for use in livestock rations. As indicated in table 6, about three-
fourths of the wheat used for feed was Ted directly on farms,

Rather widespread farmer familiarity with feeding wheat may aid in an ex-
panded use of wheat for feed, particularly uader improved wheat/feed grain price
ratios. According to Morrison, when properly used, wheat is satisfactory for

36/ European Communities, Journal Officiel, Brussels, July 18, 1969 and August
g, 1963,
37/ Burcpean Communities, Journal Officiel, Brussels, September 11, 1969.
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Table 5.--Denaturing subsidy for soft wheat, selected rules, and specisl provisions for germinated
wheat in the EEC, merketing year 1969/70

: Subsidlies

: Dyeing or : Adding

Month and year | adding : directly
: fish ol : to feed

- § per metric ton -

Special provisions for sprouting, foreign
grain, impurities, ete. 1/

[T

.

Percent of sprouting, ete, : $ reduction per metriec ton

P e TR T L L

August 1969 : 18.52 17.52 : 10.01 to 14.00 1.00
September 1968 : 19,47 18.47 i 14,01 to 18.00 2.00
October 1969 : 19,67 18.67 :: 18.01 to 22.00 3.00
November 1969 : 19.87 18.87 & 22.01 to 26.00 L.oo
December 1969 :  20.07 19.07 i 26.01 to 30.00 5.00
January 1970 @ 20.27 19.27 30.01 to 34.00 6,00
Februery 1970 : 20.47 19.47 i 34,01 to 3B.00 7.00
March 1970 1 20.67 19,67 H 38.01 to 42.00 8,00
April 1970 :  20.87 19.87 h2.01 to 46,00 9.00
May 1970 +  21.07 20.07 1 46.0L to 50.00 10.00
June 1970 21.07 20,07 1

July 1970 21,07 20.07 ::

Selected Denaturing Rules for Soft Whesb:

Graln denatured by the intervention agencles or for which e denaturing premium 1s bheing
granted must be of sound guality customary in trade. This means that the grain must be of proper
odor and have: (l) a test welght of T70O-T3 kg/hl fixed by the intervention agencies according to
region, {2) a moisture content not to exceed 14-18 percent according to region, (3) sprouted
grains must not exceed 8 percent, foreign grains 3 percent, and other impurities 3 percent, and
the shares together must not exceed 10 percent.

The denaturing premium shall consist of two elements, the difference between the price of
soft wheat and barley and standard technical costs of denaturing or admixing.

The denaburing premium shall be inc:eased for soft wheal with a test weight exceeding 77
kg/nl,

Intervention agencies will have control over the granting of the denaturing premiums.
The duration of denabturing must not exceed one day for 40 tons of processed grein. Admixing

to feeds must not exceed 30 days Tor 50 tons of processed grain or a working day of 8 hours for
20 tons (provisions are made for payment in the event of technical Aifficulties in production),

;/ Previous regulations apply when the percentage of other grains, various impurities, and
sprovted grains does not exceed 10 percent.

Source: Eurcopean Communities, Journal Officiel des Communautes Europeennss, Brussels, various
issues, July 18, 1969, August 28, 1969, September 11, 1949,
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Table 6.--Wheat used for feed in the ERC
1955/56-1967/68

: : Directly : Through : As a percentage : As a percentage
Year : Total : on ¢ commercial : of : of all grains

: : farms : channels : wheat production : used for feed

; - - 1,000 metric tons - - ; - = = - - Percent - - - - -
1955/56 ; 3.350 2,813 537 13.8 12.9
1956/57 ; 1,935  1,hb2 493 10.3 6.7 |
1957/58 + 3,954 2,310 1,60 16.1 12.6 I
1958/59 : 4,455 2,978 1,477 18.3 15.0 '
1959/60 ; 5,472 3,919 1,553 21.2 16.7
1960/61 ; 4,886 3,499 1,387 20.2 .7
1961 /62 ; 4,484 2,989 1,495 19.4 13.1
1962/63 : 5,074 R,635 1,h39 17.2 ALY
1963/64 : L, 658 3,61k 1,044 19.1 12,2
1964 /65 ; 5,525 b, he 1,104 18,9 4.3
1965/66 ; 5,346 3,956 1,390 17.6 13.6 l
1966/67 ; 5,540 4,331 1,209 21.1 13.4 |
1967/68 ; 5,829 L,78h 1,045 18.7 13.1

Source: Computed from Statistical Office of the Eurcpean Communities, Agricul-
tural Statistics, Brussels, No. 1, 1968 ard No. 1, 1969.

all classes of stock 38/. It is equal or nearly equal to corn in feeding value,

Compared with corn, wheat is superior in brotein, contains as much nitrogen-free
extract, is only slightly higher in fiver, and is fully as digestible. Wheat )

supplies about as much total digestible nutrients (TDN) as does dent corn of I
No. 2 grade.

38/ The discussion from Pages20-22 follows closely Frank B, Morriscn's Feeds
and Feeding--A Handbook for the Student and Stockman, Clinton, Iowa, The
Morrison Publishing Company, 1959, and refers to feeding experiments conducted E
in the United States.
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Wheat should be ground to only a medium degree of fineness for maximum
palatability. It is usually well-liked by livestock. Digestive disturbances
or "off feed" problems can result if cattle or sheep are fed heavily on wheat,

Wheat is equal to or slightly superior %o corn in poultry feeding. It is
palatable and furnishes variety to the ration. Wheat can be used satisfactorily
as a complete substitute for yellow corn if supplemented by vitamin A from obher
feeds., Sof't wheat, such as that produced in the Eurcpean Community, is more
palatable to poultry than hard wheat when the whole grain is fed. It is recom-
mended that new crop wheat not be fed to poulbry until it has dried ocut and
passed through a sweab {51, p. 40} 39/,

Good quality wheat is extremely palatable for hogs and considered slightly
superior to corn as a feed. Also, the higher protein level of wheat requires
less protein supplement than does corn,

Grinding wheat for hogs is considered desirgble when hand-fed bubt nob worth
the expense when fed in self-feeders. Excellent results have been obbtained when
wheat was the only grain fed to hogs. However, when wheat is the only grain
fed, there is more of a tendency for hogs to go "off feed" than when corn or
barley is fed. As a consequence, it is well %o mix other grains with the wheat,

Ground wheat is about equal to ground corn for dairy cabtle. Since wheat
is a heavy feed, mixing with a bulky concentrate is recommended. Best results
are believed to occur when wheat does not form more than one-third %o one-half
of the coancentrate mixture.

Wheat is less palatable than corn for beefl cabile and the likelihood of
cattle going "off feed" is greater when fed heavily on wheat than when other
grains are used, Consegquently, other grains should be mwixed with wheat for
fattening cattle. Mixtures of one-half wheat (by weight) and one-half corn,
barley, or oats have produced gains equal to those of corn. An alternative
method would be to use silage or some other bulky feed with wheat.

Wheat is not well utilized by cabttle unless coarsely ground or crushed,
When fed in this form with other grains, the feeding value of wheat is conszdern
ed to be fully equal to corn.

Both fattening lembs and ewes make satisfactory gains from wheat. However,
lambs show less tendency to go "off feed" and better results are achieved if
wheat is fed in combination with shelled corn, barley, grain sorghum, or oats.
Whole wheat ig more palatable and more efficient for sheep than is ground or
crushed wheat.

Use of Wheat by Species of Livesbtock

One brief study which related closely to this topic was carried out by
FAO over a decade ago (25). The survey showed that in France, West Germany,

39/ Some persons believe that the feeding of new wheat tends %o produce bhlue
comb or pullet disease.
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and the Netherlands approximately two~thirds of the wheat used for feed was

fed to poultry in 1955/56-1957/58 (table 7). A substantial proportion of the
wheat used for feed was slso fed to hogs. Relatively insignificant proportions
were consumed by cattle, sheep, or horses.

Table 7.--Percentage consumption of wheat by species of livestock
in France, West Germany, and the Netherlands,
average 1955/56-1957/58

: : : : : Bheep : Horses
Country : Total : Poultry : Hogs : Cattle ahd : and
: : : : : goats + mles
---------- Percent - = - = = - - - o Lo
France . , , : 100 68 20 6 6 --
West Germany : 100 63 30 7 - —
Netherlands.  : 100 69 21 93/ -~ L2/

1/ Includes sheep and goats. 2/ Includes "other livestock'.

Source: {25).

EEC Lo/ 2stimates of feed use of wheat for 1958/59 through 1964/65 showed
the following approximete allocations by species of livestock: poultry, 55
percent; hogs, 20 percent; cattle, 10 percent; other classes of livestock, 15
percent (table 8)., No shifts in the proportion of wheat used by class of live-
stock was estimated during this period for France. West Germany showed an in-
creasing proportion of wheat fed to hogs and cattle at the expense of poultzry.
Allocation of wheat by class of livestock showed considerable year-to-year
variation in the Netherlands with some gains to poultry. In Italy, the use of
wheat for feed shifted entirely to poultry.,

Current data were not available on the percentage of wheat consumed by
different species of livestock. However, total animal inventories have contin-
ued to increase. Hog and poultry numbers have increased more rapidly than have
cattle numbers. In view of the relatively rapid increase in hog and poultry
numbers, as well as the importance of these classes of livestock in grain utili-
zation, poultry and hogs Probably will continue to account for a large propor-
tion of the wheat used for feed.

Lo/ Statistical Office of the European Commnities, Agricultural Statistics,

Brussels, No. 9, 1967, pp. 20-63. Belgium~ILuxembourg is excluded from the data
presented here,
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Table 8,--Percentage consumption of wheat by species of livestock,
EEC, and member countries, 1958/59-1964/65

Country and

species . 1958/ , 1959/ | 1960/ ; 1961/ | 1962/ | 1963/ . 1964/

of livestock : 1959 : 1960 : 1961 : 1962 : 1963 : 1961 : 1965
---------- Percent - = - = = = = = &« -

EEC }/ ; 100 100 100 100 100 100 100
Cattle. 1L 11 11 10 10 10 10
Hogs. . . . . 18 19 20 22 18 21 19
Poultry . . . 56 55 54 56 56 5l 5k
Other animals 15 15 15 iz 16 15 17
West Germany ; 100 100 100 100 100 100 100
Cattle., ... 7 7 9 7 8 11 11
Hogs. . . . 29 30 3h 33 34 38 ko
Poultry . . 6l 63 57 60 58 51 kg
Other animals -— - - ——— a—— -— —_—
France 2/ . 100 100 100 100 100 100 100
Cattle. . . 10 10 10 10 10 10 10
Hogs. . . . 10 10 10 10 10 10 10
Poultry . 55 55 55 55 55 55 55
Other animsls 25 25 25 25 25 25 25
Italy ; 100 100 100 100 100 100 100
Cattle. . 48 418 48 - —-— - ———
Hogs. 22 22 22 - - —— -—-
Poultry . . 26 26 26 100 100 100 100
Giner animals i Iy L -— —_— — ———
Netherlands 100 100 100 100 100 100 100
Cattle... . 7 17 18 23 o 11 20
Hogs. . . . 37 39 32 33 22 31 26
Poultry . . . 5 43 L7 b 54 58 sh
Other animals 2 1 3 3 - —_— _—

Source:

1/ Excludes Belgium-Tuxembourg.
g/ All data for France are estimated.

Appendix table 5,
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Wheat was & more important component in grains fed to poultry than for
other types of livestock in the EEC during 1958/59-196lt/65 41/{table 9). How-
ever, the proportion of wheat in poultry rations varied widely between some
member countries (appendix table 7). The share of cattle grain rations made up
of wheat was about equal to that for hogs in France, West Germany, and the
Netherlands.

Table G.--Percentage share of types of grains in total grain
fed to selected species of livestock, EEC }/
average for 1958/59-1964/65

Species of livestock : Total : Wheat : Rye : Bariley : Qabts : Corn : Oth§r
. . . . . : . grains
————————— Percent - -~ - - - - - -~ -

All livesteck . . . : 100 15 8 23 21 30 3
Cattle. . . . . : 100 8 9 36 28 17 2
Hogs. « + . . . 1 100 8 14 36 16 22 b
Poultry ., . . . : 100 25 3 6 9 53 4

1

Obther animals . ;100 21 1 3 65 g

1/ Excludes Belgium-Tuxembourg.

Source: Appendix table 6.

Relative PFeeding Value of Wheat

U.S. Peeding Bxperiments

The feeding value of wheat, as indicated by experiments carried out in the
United States, was above that of corn, barley, oats, grain sorghum, and rye for
all classes of livestock except fattening lambs (table 10)., Feeding experiments
resulted in rating corn next to wheat as the most favorable grain for most types
of livestock, However, barley and grain sorghum were rated on a par with corn
for dairy cows--that is, with a feed value about 5 percent below that of wheab.
Both corn and grain sorghum were valued nearly 18 percent above wheat as a feed
for fattening lambs.

E}/ During 1955-1959, an average of 1.9 million tons of wheat and rye were
fed to livestock annually in the United States., The percentage distribubion
by species of livestock was as follows: cattle, 7 percent; hogs, 20 percent;
poultry, 63 percent; other livestock (including unallocated wheat), 10 percent.
Wheat and rye jointly accounted for less than 2 percent of total grains fed to
livestock during 1955-59 (37, pp. 4k,u9),

441757 O -TE-§ 25
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Table 10.--United States: Relative feeding value of graing
Tor varicus types of livestock

(Wheat equal to 100)
Relative feeding value
compared with wheat 1/

Type of grain

: Dairy : Fattening : Fatiening

Poultry : Hogs cows : cattle : lambs

———————————— Percent — - = = =« = = = = = -

670 &« 95,2 97.1 95.2 95.2 117.6
Barley..voveeennrnens : 76.2 87.4 95.2 83.8 102.4
Cats.veviennns PP 85.7 87.4 85.7 81.0 ol 1
Grain gorghum........: 90.5 87.4 95.2 87.6 117.6
Rye. v ivisasasnnnns : - TT.7 85.7 90.5 100.0

1/ When fed in fairly well balanced rations.

Source: [37)

As indicated earlier, hogs and poultry were the major grain consuming types
of livestock in the Community. In U.S. experiments, barley, oats, and grain
sorghum were all rated 13 percent below the value of wheat when fed to hogs.

The relative feeding velue of grains shows much more variation for poultry.
Corn and grain sorghum more nearly approached the value of wheat--5 percent and
10 percent less valuable, respectively--than ocats and barley. Feeding tests
for poultry placed the nutritive value of ocats about 1L percent below that of
wheat, compared with a 24-percent discount for barley.

German Feeding Experiments

Kellner and Becker rated corn, grain sorghum, and rye much higher in their
relative feed value for hogs and dairy cows than did U.S. tests (table 11)(43).
The relative feeding value of barley was computed at about the same level as in
U.S. tests. On the other hand, oats were shown to be significantly below U.S.
values. Richter appeared to arrive at about the same relative feeding values
as did Kellner and Becker (60).

The different results of U. 5., and West German tests were attributed by
Farnsworth and Friedmann in part to dissimilarities in the qualities of the
grains used for the basic experiments and in the methodology applied in the
experiments (2L, p. 102}. However, it was also pointed out that both U,.8, and
West German feed value ratios of corn to wheat and corn to barley were much
higher than corresponding price ratios for British imports of these grains in
the last decade.
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Table 11.--West Germany: Relative value of grains for hogs and cattle

(Wheat equal to 100}
Kellner-Bechker - Richter

Hogs : Dairy cows = Hogs : Cattle
P Relabive @ gy orpiein. ¢ Ejlgzive ‘7 "Gesawtnahr— ° ?:i::;;e © "Starkeein-
: ot n : £ g :: £ : 3 h
heiten" 2/ ° value . stoff" 1/ . value heiten" 2/

f "Gesamtnahr- . feedi
stors" 17 ° eeding

;. wvalue T

: Relative
: feeding
: value

Pexrcent Index Units Index H Percent Index : Units Tondex

Wheat (average : : T :
guality) : 8.5 1w T4.8 1lc0 ¥ 79 100 : 75 100

Corn : 80.8 103 : 82.0 110 : a1 101 : 83 111

Barley (average : i :
quality) : TO.1 g 1.4 95 : 70 &8 : T1 95

Oats {average : : :
guality) : 63.0 80 : 56.7 T6 i - 79 : 63 By
Grain sorghum ; 5.8 a7 ; 75.6 ,

Rye {average : / i
quality) : 6.8 98 74,13 - 7 96

-

1/ A concept similar to "total digestible nutrients.™
2/ "Btarkeeinheiten" means "starch units" which is similar energy or caloric value.
3/ Average quality feed rye.

Source: (3, 60 )L
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Bergmann has calcultated estimates of the relative feeding value of coarse
grains for cattle and hogs assuming various prices of wheat (table 12) (2}).
For example, when the on-farm price of wheat was placed at $100 per metric
ton, the cattle farmer would be equally well-off in terms of feed costs to
purchase a ton of rye at $98.50, barley at $9L.50, ocats at $84.00, or corn at
$100.50. For the hog farmer to be equally well-off in terms of feed costs, {(when
the on-farm price of wheat is $100 per ton) the on-farm price of coarse grains
would have to be at a lower level per ton than for cattle, namely; rye, $96.00;
barley, $87.00; oats, $79.00; corn, $101.00. This was due to differvences in
the availability of grain starch units to cattle and hogs and to price adjust-
ments in the protein content of grain for hogs. The comparisons assumed grains
of equal moisture content and amounts of impurities. Impliecit in the 85 sunp-
tions were the concepts of good feeding practices.

Attitudes on Wheat for Feed

There is little information available for the EEC on farmer and feed man-
ufacturer attitudes concerning the use of wheat in livestock rations. However,
it appeared that, traditionally, farmers have disfavored using wheat for feed
or have limited wheat to a rather small part of the ration. This apparent
attitude on the part of farmers to feed wheat may have resulted in less wheat
used by mixed feed manufacturers, especially where an "open formula" policy
Was Ccommon.

Bergmann pointed out--without explanation~-that the use of bread grains
for feed has always encountered a cerbtain resistance in the Community (gﬁp. 15).
Also, the relatively favorable nutritive value of wheat compared with that
of feed grains was not generally known or appreciated by Community farmers.
According to Bergmann, until knowledge of relative feeding values of grains
and grain price relationship becomes more widespread, the impact of wheat
feeding on the commercial grain market will be minor. However, implementation
of a common price policy--with pricé adjusted to reflect transportation costs—-
was viewed as a positive device for promoting economic realism among farmers
and feed manufacturers in the use of soft wheat for feed.

In response to an inguiry, Dr. P. W. H. Weightman stated:

With regard to your question on the feeding of wheat to live-
stock in the EEC, at this time I can answer that feed compounders
and mos, farmers are reluctant to include more than 10 percent wheat
in rations to cattle and pigs. Higher proportions of ground or
cerushed whole wheat are believed to produce unfavorable results.
Higher percentages {sometimes between 40 and 60 percent) of pol-
lard and tailings are sometimes fed to hogs. Cocked flaked wheat
is regarded as comparable to corn and fed similarly. It appears
that the feeding practices in regard to wheat are based more on
experience than on the results of research in this area. ng

42/ Communication from Paul W. H. Weightman, University of
New Castle Upon Tyne, England, February 18, 1969.




Table 1l2: Digestihle protein, starch units, and relative value of grains for cattle and hogs
compared with various prices of wheat 1/

: = A ) ¥ = = 11 "
Dlgestfble Sterch ° Rating Eguivelent prlce.of other gralns_when gog_ar Erice
prosein : : : per metric ton of wheat iz —— 2,33

Percent, Units Index

cattle %/ : :
Wheat : T5 : 85.00
Rye Th : 8k.00  B8B.75 93.75 108.75
Barley 71 : Bo0.50 B5.25 90.00 104,25
Oats : 63 : 7L.25  T5.50  T5.YS5 92.50
Corn : . 83 : 9h.03  99.75 105.00 121.75

Hogsﬁf : :
Wheat : . 79 106 : 85.00  90.00 95.00 110,00
Rye 7. TT 96 : B1.s0 86.25 91,25 105.75
Barley : T0 88 : TLi.25  TH.00  B82.80 96.25
Qats : €3 ¢ i BT.00  TFR.0O  Th.TS 87.00
Corn : 51 101 85.75  90.75 94.00 111.25

1/ A1 grains adjusted to the same degree of moisture and smount of impurities.

2/ Prices are at the farm level.

if Prices converted at the rate of U deutsehe marks equal to $1.09.

Ej Cnly starch units are taken into zecount since in Germany there is usually no shortage of plant protein for the
feeding of cattle and it can be bought at the same price as starck.

2/ The equivalent prices have heen adjusted to reflect differences in the digestible protein of the various grains
since protein levels are relatively important in hog raising.

Source: Adapted from {2).




Paul Danyliuk provided the following statement on an inguiry as to the
attitudes of Italian farmers and manufacturers on wheat for feed:

Regarding farmer ettitudes on feeding wheat, there are no data

on this subject. Some Italian literature, however, points out that

meny farmers feed low qualiity or partly damaged grain, such as

shrunken, damaged by water or leftovers from previcus crops. They

further point out that wheat is @eficient in many elements such as

sodium, calcium, iodine and other minerals and also due to the un-

balanced ratic between calcium and phosphorous there is a defieciency

of Vitamin D which if not corrected (as in mixed feeds) causes

rachitis. Wheat, due to its high protein content, performs well

in poultry feed. 1In other cases wheat is a good substitute for

other grains but it must bﬁ §round and mixed in proper proportions

to serve a useful purpose._§

Data supplied by David Riggsﬁgj suggests that Dutch farmers feed what the
extension agents and nutritionists employed by feed manufacturers recommend.
The meximum amount of wheat recommended in concentrates is 20 percent for
cattle, pigs, and breilers and 10 percent for laying hens.

Farmer and feed manufacturer use of denatured wheat in West Germany has
fallen below expected levels. According to George Parks:

Despite the improved conditions favoring the use of denatured
wheat, and despite two record crops in succession, the German feed
manufacturer's appetite for denatured wheat has not been as great
as originally enticipated . . . . . One reason for this relatively
small smount of denatured wheat is the fact that the German mixing
industry and farmers are not {or not yet) well accustomed to the
nse of denatured wheat . . . . . German experts believe that theo-
reticallyhgy to 50 percent of the corn could be replaced by wheat

Even in France——the primary user of wheat for feed among the Common Market
countries-~little appears to be known about farmer attitudes on feeding wheat.
Mr Deuphin has stated: "Concerning farmersireactions, as regards the use of
wheat for animel feed, no study has been made, at least to my knowledge.” 46/
However, Mr. Dauphin went on to say "As regards total wheat utilized by pro-
ducers of livestock feed, it varies essentially as a function of availability
of other coarse grains for use in the formula and especially of their price.”

EQ/ Communication from A. Paul Danyluk, U.S. Assistant Agricultural Attache
to Italy, May 9, 1969.

Ll / Communication from David W. Riggs, U.3. Assistant Agricultural Attache
to the Netherlands, May 21, 1969.

Eﬁ/ Communication from George A. Parks, U.S. Agricultural Attache to West
Germany, March 28, 1969,

46/ Communicatinn from Mr. Dauphin, Assistant Director, O.N.I.C. (Office Na-
tional Interprofessinnnel des Cereales) to Thomas E. Street, U.S. Agricultural
Attache to France, May 6, 1960.
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Relation Between Quality and Feed Use of Wheat

Some individuals{ 53, P. 9 )have hypothesized that the gquality of wheat
influenced the quantity of wheat used for feed (the implication was that the
lower the quality, the more wheat used for feed). This expectation seems
reasonable, but it was not supported by preliminary investigations.mi/

The first step in this analysis was to construct a "quality scale" for
wheat based on (1) moisture, (2) weight, and (3) foreign grain, various
impurities, and sprouted grain of the wheat harvest. An aggregate scale
ranging from a low of "3" to a high of "15" was construected (table 13). Each
of the three components of the scale was weighted equally.

A4 quality index of wheat was constructed only for West Cermany and France
(table 14). However, these two countries accounted for over 97 percent of the

direct on-farm consumption of wheat for feed in 1966/67. Information available

for constructing the quality index was more complete for West Germany than
for France. However, the guality index constructed for each country moved in
the same general directions--a phenomena expected in line with a general
weathar pattern for Northern Europe.

Table 13.~~Construction of a "quality scale" for wheat harvested
in West Germany

T

Foreign grain

Moisture : Weight : various impurities, : A
_ : i_and sprouted grain : ggregate
Percent P Seale ° Kllogra@s PEY ! ganie ! Percent Scale scale
: hectoliter : : : :
16.0 & under 5 6.1+ g5 ¢ 4.0 % under 5 15
16.1-17.0 il 75.1-76 L h.2-6.0 L 12
17.1-18.0 3 Th.1-75 3 : 6.1-7.0 3 9
18.1-19.¢C 2 T3.1-Th 2 : T7.1-8.0 2 6
19.1+ 1 T3 & under 1 : 8.1+ 1 3

Source: Constructed from appendix table 8.

Trends in wheat production and direct on-farm use of wheat for feed in
West Germany and France were plotted against the quality index (figure 2).
With few exceptions, the quantity of wheat used directly for feed was high
when the quality was good {index was high) and low when the guality was poor

(index was low). Changes in the quantity of wheat used for feed, however, were

less pronounced than changes in the quality scale. The general situation was
that good weather conditions--indicated by a "high" quality scale--resulted in
a larger output of wheat with more wheat being used as feed,

El/ It would alsc be reascnable to expect that, other things egual, lower
guality wheat could result in a lower preducer price, assuming policies per-
mitting some price flexibility.
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Table 1k,-—"Quality" of wheat harvested in West
Germany and France, 1955/56 - 1968/69

Country
Year West Germany f France
------ Seale = = — — — =

1955/56. canann.t N/A N/A
1956/5T. vevenast N/A 3
1957/58. . vinunn : 10 6
1958/59 . ceuanant 8 3
31959/60. . et 13 15
1960/61 ... eenens 3 g
1961/62 e ensns : 7 12
1062/63u v nnnnnnt 11 15
1963/64. . 0v i : 6 3
196L/65. venanat 1k 12
1965/66. 00 rnarst 5 3
1966/6T . cnannat T 9
1967/68... .. 12 12
1068/69. ceererat 5 6

Source: Constructed from table 13, appendix tables
8 and 9.

Costs of Exporting or Denaturing Wheat

Two alternabives which Community member countries (primarily France)
have employed in disposing of surplus sof't wheat were denaturing for feed
and exporting. Both alternatives required a subsidy. High support prices
for wheat required that it be subsidized to be competitive with feed grains
in domestic markets or with other wheat in world markets._§/ Disposing of
agricultural surpluses represented a burdensome expenditure for the Community.
Thus, the EEC was interested in a surplus dispﬁs?l policy for wheat which
would minimize costs to the Agricultural Fund.*2/ This action could have a
significent impact on the level of feed grain ilmport regquirements.

Levies collected on imports of wheat and feed grains have been used in
financing the CAP. When wheat was denatured and used for feed, the Community
lost the levy on feed grain imports displaced by denatured wheat. It also
bore the cost of the denaturing subsidy. Of course, at the same time, the

Eﬁ/ Provisions are also made for exporting denatured wheat which would need
to be competitive with feed grains.

ng This is not to imply that cost consideration would necessarily out-
weigh other policy aspects of trade with nonmember countries.
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EEC avoided the cost of the export subsidy which would have been required to
move the wheat into the world market. Since the Community is deficit in feed
grains--and is expected to remain deficit through 1975--denatured wheat would
not reguire compensating feed grain exports. 2L

Schertz explained the relative costs associated with denaturing or ex-
porting surplus soft wheat as follows:

Denaturing wheat (F):
Denaturing payment (D)

i

Cow - Cg+ &

il

Feed grain levy (L)

Exporting wheat (E):
Export subsidy (S)

- +
Cw Ww a3

C,, and C, are, respectively, the EEC prices of wheat and feed grains; Wy,
and W, are thé world market prices of the respective commodities; and aj, @o,
and a? are other cost factors. Since FF = D + L, the cost of denaturing reduces

to (F) = ¢ - Wg +a) + ap (66, p. 18).

The analysis by Schertz demonstrated that the BEC was not in a position
to affect the alternative costs of exporting or denaturing wheat {this is not
to say that they could not react to conditions created by others). With the
aid of tabular information similar to that presented in table 15, it was
shown that a raising or lowering of wheat prices by the EEC would egually
affect the exporting cost and the denaburing costs. For example, if the wheat
price were increased by $2.00 per metric ton, both the export subsidy for wheat
and the denaturing premium for wheat would need to be increased by $2.00.
Raising feed grain prices in the EEC would permit a lowering of the wheat
denaturing premium and also reduce by the same amount the levy receipt from
feed grains, On the other hand, world market prices of grain can influence
the EEC's relative costs of exporting or densturing wheat. For example, an
increase in world wheat prices would lower export costs (reduced export sub-
sidies), but have no effect on denaturing costs. A decline in world feed
grain prices would raise denaturing costs by raising the import levy on feed
grains but have no effect on wheat exporting costs. Thus, the decision by
the EEC to export or denature surplus soft wheat may be influenced by the
price relationship vetween wheat and feed grains on world markets.

The data presented in table 15 provide an Qctober 1969 estimate of the
relative costs of exporting wheat or densturing wheat for feed., Depressed
world wheat price$ required that the EEC apply large export subsidies to make
its wheat competitive., The result was that costs were lower for denaturing

50/ The IFO-Institut fur Wirtschaftsforschung (38) placed the EEC's total
net graln imports at 1l million metric tons in 1975. Sorenson and Hathaway
(Zﬁ, p. 108} projected EEC grain trade for 1975 as follows: food grains--net
exports of 14.5 million metric tons' feed grains--net imports of 25.7 million
metric tons; total grains--net imports of 11,2 million metric tons.
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wheat than for exporting wheat and large quantities of soft wheat were moved
into feed use.

Table 15.--Relative costs of exporting or denaturing wheat
for feed in the EEC, October 1969

Total cost of

Ltem Exporting wheat E Denaturing wheat
- — - - $ per metric ton = - - - ~
Denaturing payment for wheal........... : —_—— l9.l?£/
Export subsidy for wheab........... Ceead 66.932/ -—
Levy receipt for feed grains...........: -— h2.6T§f
Totalsevsevornannanons et 66.93 61.8%

1/ Unweighted average of the denaturing ($19.67) and adwixing ($18.67) premiun
for October 1969.

gj Estimate based on nendurum wheat import levy of $56.93 October 1969 plus
$10, an approximstation of additional freight allowances.

3/ Unweighted average of import levies on corn ($45.24), barley ($48.79)
and grain sorghum ($33.98).

Source: Adapted from (66).

DOMESTIC DEMAND FOR FEED WHEAT

Factors Influencing the Quantity of Wheat Used for Feed

The major proportion of the EEC's use of wheat is as food--accounting for
some TD-T5 percent of total yearly disappearance. Seed, industrial use, and
losses account for 5 to 10 percent. Food use of wheat for the whole of the EEC
apparently leveled off at around 20 million metric tons and combined seed and
industrial uses of wheat have stabilized near 2 million tons. Feed use was
about 20 percent of total wheat utilization.

Export and stock adjustments, in addition to domestic uses, are other
ways of handling the Community's annual wheat supplies. EEC exports of wheat
fluctuated substantially from year-to-year during 1955/56 - 1966/67. Despite
a general rise in the EEC's soft wheat exports, growth appeared to level off in
the 1964/65 - 1966/67 period, Stocks of wheat alsc varied from year-to-year in
the EEC, but generally held around 6 million metric tons (between 1955/56 and
1965/66, stocks ranged from 5.4 to 8.2 million metric tons).

The continued increases in production of soft wheat in the EEC, concurrent
with the availability of large guantities of wheat on world markets and the

continued feed grain deficit in the EEC, has diverted larger quantities of soft
wheat into feed use.
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The following equation shows the relationship hypothesized for the
domestic demand of wheat for feed:

- W u 1k
Cp = a+ by PY+ Dy PEE + by Ly + by, PP +bg T
where:

Ct = total domestic demand for soft wheat for livestock
feed, thousand metriec tons.

Pg = average price of soft wheat received by farmers,
dollars per metric tons.

Pfg * weighted average price of coarse grains received
by farmers, expressed as an index with 1955/56 -
1957/58 = 100.

Ly = the number of livestock units in the first year
of the split year pericd {e.g., 1955 for 1955/56),
in thousand units.

uk

P{ = the United Kingdom's average c.i.f. price of all
wheat (except denatured wheat), British pounds
per long ton,

T = a trend factor serving as a composite of factors
affeeting the use of soft wheat for feed but not
specifically included in the analysis with 1955/56 -
= 56, 1956/57 = 57, etc.

Direct on-farm use of soft wheet for feed and the use of soft wheat for
feed from commercial channels were combined under the same demand function.
Historically, direct on-farm use of wheat for feed was much more important
than through commercial channels, especially in France and West Germany, the
EEC's major users of feed wheat. Circumstances centributing to this phenomena
may or may not persist in the future.

The price of wheat at the farm was selected as an important variable
influencing farmer decisions to market wheat directly or indirectly through
feeding to livestock, It was expected that

c

T AN £ 0 (i.e., negative)
o
FANE

Price supports for wheat prevented extreme price fluctuations throughout the
vear (outside of staged increases during the marketing year to allow for
insurance and storage costs to promote orderly marketing}.éi/ Prices were
restricted to soft wheat which was supported at s lower price than durum and,
unlike durum, was in surplus production in the Community.

E}/ Price supports were implemented at the wholesale level.
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Other farm-produced grains are competitive with wheat as a livestock feed
grain. The use of wheat for feed should heve increased as coarse grain prices
more closely approximasted wheat prices. Consequently, it was expected that

C
AN > 0 (i.e., positive)
CcE

JaNS

Rye, barley, and oats represented domestically produced coarse grain sub-
stitutes for soft wheat in all member countries. Corn was also included for
France and Italy since these two countries were the only significant producers
: of corn for grain in the Community. An index of farm prices of coarse grains
A was constructed with 1955/56 - 1957/58 = 100 {table 16;.

Considergstion was given to using wholesale grain prices, rather than
producer prices, as the price variable influencing the commercial use of wheat
for feed. However, in some cases reported wholesale prices were telow pro-
ducer prices for comparable types of grain. Unlike producer prices, wholesale
prices were often for a particular loecation within the country.igf

Table 16.--Indices of coarse grain prices, EEC member counbtries,

1955/56 ~ 1966/67 1/

Year ‘* West Germany ‘ France Italy ' Netherlands Belgium-

: ; : : : Luxembourg
------ Tndex 1955/56 - 1957/58 = 100 2/ ~ =~ - - - -
1655/56. 0 0.t 100.3 n.a. 111.9 95.2 96.7
18956/5T e et g8.5 103.7 104.3 98.7 105.1
1957/58.......¢ 101.2 6.3 83.7 106.1 95.2
1958/59....... : 101.7 92.5 86.6 107.3 121.3
; 1959/60...00uut 101.9 100.0 96.6 122.7 127. 4
g 1960/61..00u..: 99.1 98.3 98.3 96.1 109.5
: 1961/62....... : 106.0 102.2 85.0 123.9 129.8
: 1962/630 .00 venat 108.9 11k.9 98.3 123.1 127.5
: 1963/6h. .. ... 107.7 101.9 100.3 122.5 i2k.0
- 1964 /65. . ..... : 110.5 105.7 10kh.6 133.2 128.7
1965/66. ... .. 110.L4 114.3 106.7 141.0 133.8
1966/67. .0t 109.6 119.6 105.9 135.0 134.8

;k QJ Based on a 3-year average of weighted average prices of coarse grains )
' (rye, barley, and cats for all member countries, but also including corn for |
France and Italy).

2/ 1956/57 - 1957/58 for France.

Source: Computed from data in appendix tables 10 and 11.

52/ Prior to the 1964 grain market regulation, the Community used some soft
wheat imports for feed. This usage would presumably be included in commercial
: sales of wheat for feed. The levy system implemented by the EEC, with its high
P threshold price, has essentially stopped imports of wheat for feed from third

countries.
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Data were not availeble concerning what proportion of the wheat used for
feed from commercial channels was incorporated into commercisl mixed feeds,
or merely purchased from farmers by local dealers and resold to them or other
farmers according to the farmers own prescribed feeding mix (or possibly as
whole grain). Butterwick and Neville Rolfe indicated that cooperative feed
plants in the Netherlands generally purchased grain from the farmer and sold
commercially prepared formuls feeds to him {2, p.ll).zé

The number of livestock fed annually affected total feed utilization for
that year. Various specles of livestock were converted to a stendard livestook
unit (table 17). Grain consuming animal units were not separated from all
livestock because of lack of data. The relationship expected between wheat
used as feed and number of livestock units was

C
AE>
ALL

All member countries of the EEC exported wheat each year during the time
period under analysis. Exports from France exceeded those of all other member
countries combined. It was expected that the price of wheat in world markets
had the following relationship to wheat used for feed from commmercial markets :

A
A O

uk
AR

National policies were probably adjusted to place less emphasis on moving
wheat into feed use when prices in export markets were at a relatively high
level. The United Kingdom's c.i.f. price of wheat imports was selected as
an indicator of world prices of wheat. Bata on export subsidies were not
available for the time period under analysis.

Farmer attitudes and knowledge of feeding wheat, feed manufacturers in-
creased familiarity with using wheat in mixed feed, and Government policies
not implicit in previous specified variables were either nonquantifiable or
data were not available. BSince these factoss were considered important and may
be a source of continuous systematic variation, they were introduced into the
analysis in the form of a time wvariable,

Time series data on denaturing premiums were availahle for France for
1955/56 - l966ﬁ67. Sales of denatured wheat did not occur in Italy until the
1968/69 crop.2*/ The denaturing program in West Germany begen in 1967/68.55/
Since France was the only major surplus producer of soft wheat in the EEC, it

53/ The EEC produced 21.3 million tons of mixed feed in 1965, compared with
9.7 in 1958. Production in 1965 by type of livestock was (in million tons):
Poultry--8.1; hogs--7.0; cattle and calves--5.5; and other animals--0.7. In-
dividual member countries in 1965 produced (in million tons): West Germany-—-
6.6; Netherlands--5.6; France--4,6; Belgium-Luxembourg--2.5; and Ttaly--2.0.

54/ Communication from A. Paul Danyluk, May 9, 1969.

55/ Communication from George A. Parks, March 28, 1969. The only other de-
nafuring of wheat was in 1964 when minor quantities were sold by the German
Import and Storage Agency.
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t Table 17.--Animal numbers in terms of livestock units, EEC

and individual member countries, 1955-67 1/
j Year . EEC |, Ggizzgy . France 2/ . Italy 2/ , Netherlands | Lui:iﬁ;ﬁig 3/
L T 1,000 livestock units (L.U.) = = = = =« = = =
i 1955 4/.: 49,141 13,746 19,232 10,322 3,255 2,586
: 1956....: 52,683 14,280 21,565 10,946 3,285 2,607
; 1957....: 53,919 14,57k 22,145 11,104 3,396 2,700
; 1958....: 54,675 14 ,kko 22,611 11,381 3,486 2,757
: 1959....: 55,572 14,592 22,768 11,683 3,680 2,849
; 1960....: 57,067 15,002 23,420 12,067 3,745 2,833
! 1961....: 58,880 15,513 2h 27T 12,157 3,046 2,987
- 1962....: 58,096 15,438 23,816 11,734 4,080 3,028
i 1963....: 55,695 15,153 22,750 11,213 3,777 2,803
i 196h....: 56,505 15,308 22,656 11,755 3,937 2,8kg
! 1965....: 57,509 15,668 22,899 11,841 h,153 2,948
‘ 1966....: 58,548 15,903 23,457 11,952 4,249 5/ 2,987
1967....: 59,434 16,198 23,629 12,158 4,399 5/ 3,050 _
&/ The conversion factors used are as follows: A
Cattle under 1 year of age: 0.L L.U. ¥
Breeding cattle 1 year and over: 1.0 L.U. ]
Cattle for fattening 1 year and over: 1.2 L.U. |
Sows of 6 months and over: 0.3 L.U. :
Other hogs: 0.2 L.U. |
Sheep and goats: 0.1 L.U. .
: Chickens: 0.004 L.U. ;
: Horses: 1.0 L.U. j
. Mules, donkeys: 0.9 L.U.

2/ France revised its series on cattle beginning in 1961 and Italy revised
its series on cattle beginning in 1965.

3/ Belgium revised its series on livestock and poultry numbers beginning in
1960.

4/ Not styictly comparable with later years because of modifications in con-
version ratios begimming in 1956.

é/ Estimated by the Statistical Office of the European Community.

oo Source: Statistical Office of the Buropean Communities, Agricultural Sta—
S tistics, Brussels, No. T, 1966, No. 8, 1967; No. T, 1968.
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was expected that wheabt disposal programs would be of most concern in that
country. The Community, in setting grain prices, was concerned that too high
& price for wheat relative to feed grains could result in less direct on-farm
congsumption of wheat or that a large densaturing premium could result in a

substitution of densatured wheat for direct on-farm use of wheat.

Table 18.--C.I.F. price of United Kingdom wheat imports,

1955/56 ~ 1967/68

Year Price
:= — British pounds per long ton - -

1955/56 . ¢ cuienn.. : 27.5k4
1956457, 0 uuu . s 29,11
1957/58, ... ... . 25.27
1958/59 ... ... .. 25. 35
1959/60..cvuvnn., ; 25.55
1960/61.vvuen. . 25, kh
1961/62. . 0. 26.1h
1962/63. .. 00ve...;: 26.43
1963/6h. ... ... .. 26.68
196k /65, .. ...... ‘1 27.03
1965/66. vuinnnun.t 26. 138
1966/6T e eennnn.at 27.49
1967/68. v vaat 28.31

Bource: Appendix table 13.

Statistical Computations, Tests, and Results of Analysis

The purpose of the multiple linear regression analysis was to establish
. This led to the computation
of the following items for each regression eguation:

functional relationships and to obtain forecasts

AV B W

The X, coefficient or constant term.
Standard error of estimate.
RZ -- the coefficient of multiple determination.

The regression coefficients and their standard errors.
The t statistic for testing the hypothesis b
- The F statistic for testing the hypothesis R

s = 00
é 0.

Equations were fitted for each of the EEC countries (Belgium—Luxembourg

combined) using annual da“a for 12 vears (1955/56 - 1966/67).

The computed

values, their standard errors, and the coefficients of multiple determination

are in table 19,

The regression coefficient for price of wheat received by farmers was
negative, as expected, in the equations for France, Italy, and the Netherlands.

Lo
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In the equations for West Germany and Belgium-Luxembourg, the sign of the
regression coefficient was positive. Vigen obtained positive coefficients for
the wheat price variable in his study in four of the EEC countries and hypothe-
sized at least two situations under which positive coefficients might appear
(B3, p.70). One possible explanation offered was that the price of feed grains
increased relative to the price of wheat during the period of analysis. Since
wheat and feed grains are technical substitutes, an increase in the price of
feed grains relative to that of wheat could result in an increased quantity of
wheat used for feed because of the change in the slope of the isocost curve.

A comparison of price data used in this study indicated that coarse grain price
in West Germany eand Belgium-Luxembourg increased at a faster pace than did
wheat prices.

The second situation posed by Vigen was one in which the price of animal
products increased, raising the marginal value product (MVP) of wheat used in
livestock feeding. This would tend to increase the feed demand for both wheat
and coarse grains. While the price of slaughter cattle, slaughter hogs, and
milk increased in West Germany and Belgium-Luxembourg during the period of
analysis in this study, these prices alsc increased in other meuber countries
as well.

The coefficients relating to the wheat price received oy farmers was found
significantly different from zero at the 5-percent level for Italy and the 1-
percent level for Belgium-Luxerbourg.

Regression coefficients relating to coarse grain prices wers not signifi-
cant at the S«percent level in any of the eguations. Again the equations for
France, Italy, and the Netherlands yielded regression coefficients (positive)
which were expected while coefficients for West Germany and Belpgium-Iuxenmbourg
were the copposite of those expected. The high degree of intercorrelation
between the wheat price and the coarse grain price may have influenced the
sign of the coefficient for West Germany (table 20).

The coefficient relating o livestock units was expected to be significant
in the wheat fed egquation of each Community member. However, none of the re-
gression coefficients were significant at the S-percent level. TFurther, the
equations for France and Ttaly did not yield the positive correlstion which
was expected between use of wheat for feed and livestock units. There was no
clear rationale as to why this negative relationship should exist. Perhaps
the livestock enterprise whiiua was developing most rapidly in France and Italy
tended to use less wheat in feeding rations than did the most rapidly growing
livestock enterprise of other member countries. Also, the development of
large commercial beef and poultry operations in Italy may have resulted in
increased dependence on a more relisble world supply of coarse grains, partic-
ularly corn, and less dependence on domestic supplies of soft wheat.

Regression coefficients relating to the c.i.f. price of wheat in the
United Kingdom and use of wheat for feed in BEEC countries were negative, as
expected, in all countries. The coefficient for the Netherlands was significant
at the S-percent level and the coefficient for Belgium-Luxembourg was signifi-
cant at the l-percent level.




19.--Least squares estimate of coefficients, standard errors, and coefficient of
multiple determination of demand for wheat for feed equations

: Wheat price : Coarse grain

; . . "L : ' :
! received by : prices received ; Livestock . CIF price of |

: farmers by farmers units . wheat in UK : Trend
: (dollars per: [index 1955/56- . (in . (pounds per factor
: metric ton) : 1957/S8 = 10G) . thousands) long ton)

X['} 4 X_-L M KP : Xq H Xh . Xq

France

West Germany

Ttaly

lietherlands

Belgium—
Luxembourg

0,146

: -0.253

0.229

0.160

0.5ks

44,658
(h7.643)

55.695
(4¢ . 428)

-15.0hg**
{h.103)

-15.963
{22.564)

T.203%
{1.828)

h6.323
(30.765)

-L7.993
(Lo.028)

1.309
(1.848)

2,845
(6.2L6)

-0.273
{0.668)

-289,573
{160.181)

226,269
{141,362}

-43.587
(39.150)

0.190
{0.523)

0.031
(0.067)

-153.126
fLhl, 214}

-31.h11
{33.3227)

-17.219
(13,479}

~-T8.90L*¥
{34.4h98)

-23.188#%
{k.32h)

167.400
(B2.h73)

12.952
{35.733)

L hog
(5.643)

16,367
{105.115)

~9.721%
(2.547)

* Significant at the l-percent level.
*¥ Significant at the S5-percent level.

Source:

Computed.

Humbers in parenthesis are standard errors.
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Table 20.--Estimate of simple correlation coefficients for all variables
in demand for wheat for feed equations for each EEC country

West . : ¢+ Belgium
Germany France Ttaly . Netherlands . Tuxemboure
Ci» Xy ©0.759 _0.490  -0.813 ~0.313 0.091
Cys Xp i 0.716 0.488 ~0.355 -0.188 -0.506
Cy, X3 : 0.879 0.426 0.160 -0.076 ~0, 367
Cy» &Y : -0.323 -0.386  -0.495 ~0.654 -0.56h
Ct, X5 : 0,827 0.780 -0.101 -0.239 -0.625
X)s Xg : 0.789 -0.353 -0.318 0.888 0.262
X1» Xi : 0,037 0.953 0.k465 -0.003 0.2kk
X35 X5 : 0.878 -0.119 0.161 0.980 0.483
Xp, X3 . 0.809 0.328  -0.257 0.868 0.840
Xo, XL : 0.0k2 0.5h11 0.678 -0.021 -0.075
Xp, X5 i 0.903 0.729 0.223 .89k 0.839
Xq, Xy : -0.123 -0.403 -0.387 -0,112 -0.295
X3, Xsg : 0.929 0.650 0.703 0.9h7 0.814
Xy, X5 . -0.03k ~0.03%  -0.03% -0.03k4 -0.034
where: C., Total domestic wheat used for feed, thousand

metric tons

Average price received by farmers for soft

wheat, dollars per metric ton.

Coarse grain prices received by farmers,

1955/56 - 1957/58 = 100.

Livestock units, in thousands.

C.I.F. price of wheat in the U,X,, pounds
per long ton.

Trend factor where 1955/56 = 56,
1956/57 = 57, ete.

Source: Computed

Belgium-Luxembourg was the only country where the trend factor was sigaif-
icantly different from O at either the l-percent (Belgium-Iuxenbourg) or at the

S-percent level,

The coefficient of multiple determination (R2) was at a relatively high

level for France, West Germany, and Belgium-Tuxembourg (table 19).

However,

slightly less than two-thirds of the variation in wheat used as feed in Italy
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wag explained by the varisbles included in the analysis, The situation was
even less satisfactory in the Wetherlands with the independent varigbles
accounting for only two-fifths of the varistion.

The hypothesis, R2 = 0, was tested for each demend equation through the
use of the F statistic. The coefficient of multiple determination for France
was significantly different from 0 at the l-percent level and for West Germany
at the S-percent level. Vigen found the coefficient of multiple determination
for France significantly different from 0 at the S5-percent level and signifi-~
cantly different from 0 at the l~percent level for the Netherlands 83, ».7h4 .

The low R® shown for the Netherlands may be caused by several factors.
Dutch farmers shifted away from the direct use of grains as such and into
greater use of mixed feeds ﬁzl). This development will tend to lessen the
relative importance of wheat and coarse grain producer prices in explaining
the amount of wheat used for feed, particularly at the farm level., TUse of
grain substitutes-~corn glubten, maniocc, brewers grains, and so forth-- became
of major importance in the Netherlands and competed with grgins. Despite the
increase in livestock numbers in the Hetherlands, the use of grains in live-
stock feeds in that country declined.

Futher investigation of the functional relationship between the quantity
of wheat used for feed and selected variables failed to vield any significantly
improved Tresults. The summary results for France--—the EEC's major user of
soft wheat for feed--of three additional hypothesized functions were as fol-
lows:

Function Significant : R2
variables
: *¥ *
o = 1 (8], 7k, o) T
Ct = £ (P}, PZ, P{8, LY . pRE peg® :
t £ T 2ty + : + s Pt . .75
= W cg [ 1 -
Vo = r R R LR D - i85

* Significant at the l-percent level.
*% Significant at the S-percent level.

1/ The Pl_ is producer price of pork with prices lagged 1 year. Poultry
prices wouidlhave been preferred but data were not available.

The first and second hypothesized functions had several significant vari-
ables, but the R2's were lower than obtained earlier (.83), The thirg hypothe-
sized function had a slightly higher RZ. However, all three hypothesized

functions gave a lower projection of French use of wheat for feed than seemed
acceptable,




PROJECTIONS TO 1975

Wheat Prices

Farmers in the EEC exerted strong political pressure for higher wheat
prices. On the obher hand, the rising cost of surplus wheat disposal and
market support received unfavorable attention and comment, 20

Common prices for grains {adjusted for differences in transportation
costs) became effective throughout the Community on July 1, 1967. The highest
target price for the most deficit area in the EEC--Duisburg, West Germany--was
set at $106.25 per metriec ton for wheat. This price has been maintained since
that date.27/

West German and Italian wheat prices were the highest in the EEC during
the 1955/56 - 1966/67 period {appendix table 11). France, producing one-half
of the Community's wheat output, had the lowest producer prices. Although
agreement was reached on common grain prices as early as December 1964, a com-
mon price for all countries was not implemented until July 1, 1967. During
this time interval, France and the Netherlands increased their wheat prices
which were below the agreed-to-common Prices, while West Germany, Ttaly, and
Luxembourg failed to lower their wheat prices which were above the agreed-to
common prices. Belgium's wheat prices were already near to the common price.

The price changes for wheat, resulting from application of the common
prices, were also greater in Prance than in other member countries. This was
particularly true for the Paris Basin, France's most impcortant and productive
grain area. In addition, prior to the common wheat prices, French farmers
praid a "gquantum" tax which increased progressively with the sine of vwheat
deliveries., This tax was eliminated wnder price harmonization and resulted in
a Turther price increase to the French producer,

Changes in monetary parity ratios in the Common Market jed to further
uncertainty about future producer prices in individual member countries. Pro-
ducer prices in West Germany declined 8.5 percent on October 18, 1969 {(in terus
of deutsche marks) but incomes were to be supported by direct payment for L
years. Pressures may be exerted by farmers at the end of h years and bring
about an extension of direct payments. At the same time, French agricultural
nrices are to be realigned with common prices by the start of the 1971/72
marketing season. This would result in a further 12.5 percent increase in the
price of wheat-~a commodity which has already experienced sharp price in-
creases. French farm pressure may cause the price increases to be fully imple-
mented btefore the expiration of 2 years despite the Community's surplus soft
wheat situation.

56/ It is estimated that in 1968/69 FEOGA expenditures on grains {excluding
rice) totaled $666 million out of a total cost of $2. billion (3).

57/ Despite this stability of the $106.25 target price, adjustments in the
mé;Eéting regulations in defining the Community's deficit and surplus areas
have resulted in increased target prices in some areas of the Community (par-
ticularly Bavarisa in West Germany).
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A detailed study of the Community's grain and livestock prices with pro-
jections to 1970 and 1975 was authored by Epp and published in 1968 (;g,
p.88—%9). He concluded that complete adjustments to common grain prices by
19702_. would result in considerable uniformity of the producer price surface
throughout the EEC. Producer wheat prices in EEC member countries were pro-
jected to change between 1960 (average of 1959, 1960 and 1961) and 1970 as
follows: West Germany, -4 to -10 percent; Belgium and Ttaly, aboub constant;
Netherlands, +17 percent; France, +20 to +2U4 percent. Barley prices for the
same period were expected to decline 4-6 percent in West Germany with all
other areas experiencing a marked increase. French corn prices were expected
to rise 20-2h percent with prices in Italy increasing about 30 percent. The
1976 grain prices were then projected to 1975 with no change in prices as the
low assumption and a_15.9 percent increase in prices for the high asswmption {ex-
cept for Ttaly where the increase was 11.9 percent), For most regions of the
EEC, both 1970 and 1975 price projections resulted in a fall (below the refer-
ence period) in the ratioc of wheat prices to barley and corn prices.

The 1967/68 grain support prices announced by the EEC were adjusted by
Fpp to arrive at producer Erices for thal period for 19 separate regions of
the Community {(1h, p.1221.29/  Producer price levels estimated for 1967/68
were assumed unchanged for 1970 except f?r edjustments made as a result of
transportation costs (g&, p.122, 126).59 A low projection and a high pro-
jection were made for each grain for 1875. The low projection assumed that
nominal prices would remain constant at the 1970 level. On the other hand,
the high projection assumed-a 3 percent yearly price increase between 1970 and
1975 or approximately a constant real price. The projectious of wheat producer
prices fcr the member countries—-which for West Germany, Ttaly, and France
are an arithmetic average of the regional price projections by Epp-- are
presented in appendix table 1k,

Community officials freguently have expressed distaste for production
controls so there is little likelihoed of a managed supply at higher support
prices. At the same time, however, it is unlikely that the Community will
make the desired progress in restructuring agriculture, and pressure will per-
sist from farm groups for higher price supports to raise farmers' incomes.

Taking these various aspecis into consideration, the high price projec-
tions by Epp prebably will not be attained by 1975. Difficulty may also be
experienced in heolding wheat prices at the low projections. A l-percent annual
increase in wheat prices between 1970 and 1975 resulted in the following pro-
Jectio?s of producer prices for soft wheat in 1975 (rounded to the nearest
dollar):

58/ Grain price harmonization, originally scheduled for 1970, was advanced
to July 1, 1967.

59/ Support prices were adjusted to producer prices on the basis of the past
ratic of preducer prices to policy prices.

égj With the eliminaticn of barriers to trade between member nations, inter-
nal prices needed to be made consistent with transportation costs. The pro-
cedure for making this adjustment was to calculate the difference between the
prices of each region end the region adjoining it and to adjust the two prices
if the transportation costs between the two regions was smaller than the cal-
culated price difference. )
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Country $ per metric ton

West Cermany $102.00
France 39.00
Ttaly 112.00
Netherlends 103.00
Belgium-Luxembourg 103.00

Peed Grain Price Index

Unlike the price of soft wheat, the prices of coarse grains were twice
inereased from common prices first effective July 1, 1967 {table 21). Target
prices for barley were raised over 4.5 percent {$4.19 per metric ton) between
1967/68 and 1969/70. Comparable increases for corn were nearly 6 percent or
$5.31 per metric tom. The price of rye was increased L percent or $3.75 per
metric ton even though rye is used extensively in West Germany as a food grain.
These changes in coarse grain prices served at least four objectives: (1) farm
incomes of grain preducers were increased, (2) price incentives were provided
to inerease production of feed grains which were in deficit supply, {3) the
new price ratio between wheat and feed grains better reflected relative feed
values, and (4) increased protection was given to domestic coarse grain pro-
ducers (through increased threshold prices).

As with wheat, Fpp's projections for 1970 prices of barley, corn, and rye
were the same as the 1967/68 crop. The low and high projection for 1975 fol-
lowed the procedure used for wheat (L4, p.127 ).6%

The EEC will probably continue to encourage the producticon of feed grains
versus wheat. As a result, price adjustments effected between wheat and feed
grains since 1967/68 will probably be continued to some extent. Producer
prices for corn in 1975 were estimated to increase 2 percent annually from the
1970 price estimated by Epp (support prices for corn were increased 3 percent
from the 1967/68 to 1969/70 marketing seasons) (14, p.90). The Community is
deficient in corn which offers the keenest competition to indigenous grain
producticn. A higher target price for corn would result in a higher minimum
import (threshold) price, thereby offering indigenous grains more protection.

Producer prices for barley in 1975 are expected to increase at about the
same rate as for corn and be equivalent to a 2-percent annual increase based
on the 1970 producer price estimated by Epp (the support price for barley was
inecreased U4 percent from 1967/68 to 1969/70) {1k, p.89}. However, the Commun-
ity was near self-sufficiency in barley and will be less enthusiastic about
increasing barley production than corn production.

Support prices for rye were increased 4 percent from 1967/68 to 1968/69,
Some additional price increase is expected by 1975. As a consequence, producer
prices for rye in 1975 are expected to be equivalent to a 2-percent annual
increase in the 1970 prices estimated by Epp (1b, p.91).

61/ Barley and corn price for Ttaly for 1975 were reportedly adjusted to
reflect the 1972 expiration of the import subsidy.
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Table 21.--Target, intervention, end threshold prices for grains, EEC, 1967/68 - 1969/70 1/

1967/68 Price : 1968/69 Price : 1962/70 Price
: Inter- : Thres— ; T & : Inter- : Thres-: : Inter- : Thres-
: vention : hold : -or8et ventior : hold : : vention : hold

$ per metric ton

: . 106.25 98.75 10L.38
: 125.00 . 125.00 117.50 123.13
: 145,00 145.00
9L, Lh 87.98 52,19
g9h. o4 79.31 g2.69
g7. 50 91.00 —_—
—_— S 82.00

1/ Both terget and intervention prices are basic prices.
2/ Producers are guaranteed g minimun price of $145 per metric ton.

Source: Eurcpa House, Agra Europe, London, Mzy T, 1969, p. EN/1, Donald J. Novotny,
"The Current EC Grain-Market Situation,” Foreign Agriculture, Washington, U. S.
Department of Agriculiure 1969, pp. T, 8, 12. Eurcopean Community, Common Market
Farm Report, Washington, Information Service, December 1967.




The oat prices, not projected by Epp, were assumed to remain in the same
relationship to barley prices as an average of the 1964 /65 — 1966/6T period
(within each country).

These estimated coarse grain prices were weighted by the 1975 production
estimates of each grain to construct an index of coarse grain price for 1975
(73, ». 81).§§. This resulted in & much closer soft wheat joarse grain price
rEfio than existed in 1964/65 - 1966/67 (table 22). The result appeared to be
in line with EEC objectives to promote feed grain production and deemphasize
soft wheat production, Also, wheat was made much more attractive in price as
a feed in all of the EEC member countries.

The wheat/feed grain price ratios projected fog }975 would significantly
lessen the need for a denaturing premium for wheat.—i Nevertheless, the use
of denaturing subsidies are still expected in 1975. Some incentives other than
wheat /feed gra%E market price relationships may gtill be required to move wheat
into feed use._d/ Storage, transportation, and other costs acquired by wheat
intervention agencies might need to be covered by & denaturing premium. In
addition, there is the actual technical cost of denaturing.

Livestock Units

An aggregate projection to 1975 of total livestock units in the EEC was
not available from other studies,

Total livestock units in each of the EEC countries increased since 1955
(figure 3), but the most rapid increase was in Holland (table 23). The greatest
fluctuation in livestock units during the 1955-67 period occurred in France.

A decline in total livestock units in 1963 in all countries was caused by
forced slaughtering as a result of inadequate feed supplies (transportation of
feeds was hampered by severe winter weather).

Projection of cow numbers and selected livestock products to 1975 were
contained in both the Sorenson and Hathaway and the IF0 studies (73, 38).
Perhaps the largest difference in these two projections--in terms of livestock

62/ Projections of rye production alcne are not provided in this report but
were estimasted from the more aggregative data which was available and from pro-
duetion trendg in appendix teble 10 and from U.S. Department of Agriculture,
Tndices of Agricultural Production in Western kurope, 1950-68, Washington,

1969.
63/ For example, in the Netherlands in 1969 wheat prices were reportedly

subsidized to 10-15 percent below corn prices to promote wheat use in feed,

6/ The EEC densturing and admixing premium for wheat for the 1970/71 mar-
keting season were reduced by $3.00 per metric ton from the 1969/70 levels.
Also, after January, no further monthly premium increases are to ocecur during
the remainder of the marketing year.
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Table 22.~-Projections tc 1975 of coarse grain prices, coarse grain production, and the wheaﬁfcoarse
grain price ratios with selected comparisons to 1964/65 - 1966/67, EEC member countries

Item P West @ prance Ttaly * Netherlands @ belgium-
1 Germany : : : : luxembourg

Price {$ per meitric ton)
101L/ 10k
g8 103
9% 66
92 97

: T2 4,673
: 6,505 269
: 2,k S0

: 1,939 798 Leh

Weighted average price ($ per metric tons)
: 102 99 112
811 coarse grain : a7 S8 103
Wheat/coarse grain price ratio. " 1.05 1.00 1.

Weighted average prices for 1964/65 - 1966/67
($ per metric ton)
: 106,63 82.55
All coarse grains : 90.20 73.7T0
Wheat/coarse grain price ratio : .07 1.12

;f Price assumed to be the same as that calculated for France.

Source: Computed from data in: (14, 73, 78).




LIVESTOCK UNITS IN MEMBER COUNTRIES OF THE
EUROPEAN ECONOMIC COMMUNITY

LIVESTOCK UNITS
(IN MILLIONS)
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INDIVIDUAL YEARS PLOTTED THROUGH 1967 WITH PROJECTIONS TO 1975, SOURCE: TABLE 17 AND 5TRAIGHT LINE EXTRAPOLATION,

U.S5. DEPARTMENT OF AGRICULTURE NEG. ERS 8222-71(4) ECONOMIC RESEARCH SERVICE
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Table 23.-~-Livestock units in the FEC and individual member
countries with projections to 1975

: Percent increase : Percent increase

Country : 1956/58 : 1965/67 : 1975 1956/58 to : 1965/67 to

: : : 1965/67 : 1975
West Germany.: 1h,h31 15,923  17,L00 10.3 9.3
France.......: 22,107 23,328 25,600 5.5 9.7
Ttaly........: 11,144 11,98% 13,200 7.5 10.1
Netherlands..: 3,389 4,267 5,200 25.9 21.9
Belgium-Lux. : 2,688 2,995 3,400 11. 4 13.5
EEC..........: 53,75% 58,497 64,800 8.8 10.8

Source: Partly computed and table 17,

units--was the estimation of cow numbers.éil The Sorenson and Hathaway study
projected cow numbers at 27.9 million head in 1975, compared with 20.7 million
head by IFO (table 2k). The result is that the IF0 study projected 7.2 million
less cows and 9.2 million tons less milk in 12975 that did the Sorenson-Hathaway
study. These differences were largely confined to France, Italy, and West
Germany. Unlike the Sorenson-Hathaway study, the IFO study assumed that the
EEC would act to curtail milk production increases.

Generally, the projection of pork and poultry production by Sorenson
and Hathaway were at a higher level than the TFO study (table 24). TIf projec-
tions in both studies were convertible into livestock units, the result would
be a vastly higher level of l%vestock units for the Sorenson and Hathaway
study than for the IFO study.08/

& straight line extrapolation of livestock units resulted in the pro-
Jections for 197% that are shown in table 23. Comparison of the 1965/67 to
1975 period with the 1956/68 to 1965/67 period showed some decline in the rate
of increase in livestock units expected in the Netherlands and West Germany, but
a more rapid increase in France, Italy, and Belgium-Luxembourg. These projec-
tions appear to be more in line with the Sorenson and Hathaway study than with
the TFO study.

65/ The IFQ study specified "dairy cows" while the Serenson-Hathaway study
made no specification. However, the average milk yield shown in the Sorenson-
Hathaway study, divided into total milk production, resulted in the number of
cows listed. Actually, milk cows in the EEC were almost all dual purpose ani-
mals supplying beef and veal as well as milk. Carpenter identified France as
the only country in Western Europe having any significant proportion of beef
type animals in the national herd (7).

§§/ The aggregate classes of livestock bresented in these two studies did not
permit use of the conversion coefficients listed in table 17.
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Tghle 2%.--Projections of cow numbers and selected livestock products to 1975, EEC
and member countries

Poultry

Eggs Beef and veal

Country and study : Cows : Pork

: 1,000 head 1,000 toms
EEC
2,921.0 . 85,238.1
2,766.0 . 76,015.0

West Germany :
screnson-Hathaway : . . . 1,008.0 26.,205.
: . 235, 272 ,550.

34,607,
31,050,

Ttaly :
Sorenson-Hathaway : . . . . 11,kb65.

10,395,

Hetherlands :
Sorenson-Hathaway : . . 8,k15.
: 7,650.

Belgium-Tuxembourg !
Sgrenson-Hathaway. : . . . L,5L5,
: L ,370.

Scurce: (13, 38)-




Trend

The use of time as a variable in the statistical analysis, as discussed
earlier, was to represent various influences not otherwise specified in the
demand for wheat for feed equations. These Influences included growing know-
ledge and familiarily in using wheat for feed and Government policies. Meas-
ured in this manner, the empirical analysis failed to support the hypothesized
relationship between wheat for feed use and these variables in all EEC countries
except for Belgium-~Luxembourg.

World Wheat Prices

The Economic Research Service of the U. S. Department of Agriculture has
prepared intermediate (1973/74) and long—term (1980) projections on world grain
production, consumption, and trade (§g). In the 1973/7h projections for wheat,
the analysis emphasized a continuation of the current international wheat sit-
unation~-slowing growth in import demand and abundant supplies in major exporting
countries. Downward pressures on Prices were expected to continus as exporters
competed keenly for commercisal markets. Food aid requirements were expected
to fall to lower levels. Prospects for 1980 were viewed with slightly less
pessimism,

Simantov noted the grain surpluses of recent years in the group of coun-~
tries with ge?bership in the Orgenization for Economic Cooperation and Develop-
ment {OECD)2Y/ and indicated that the near-term surplus situation could in-
crease through further declines in food aid requirements and limits on the de-
mand for grain for animal feeding fzg). It was also pointed out by Bimantov
that the net grain export availability of the OECD plus Oceania~-without any
special stimulus to output, but simply on the basis of present policies--could
rise from "20 million tons in 1961-63 (6 percent of production) to 90 million
tons in 1975 (19 percent of production) and 121 million tons in 1985 (21 per-
cent of production) {70, p. 8)." At the same time, traditiocnal importing
countries in Europe would become more self-sufficient in grains.

Large world supplies of wheat resulted in severe competition and exporter
price cutting in 196%. Prices declined substantially below minimum levels set
in the International Grains Arrangement--negotiated only a short time earlier
as a part of the Kennedy Round. Efforts to raise prices to minimum levels
agreed to under the IGA were futile and probably will continue to be futile
until surplus supplies are dissipated.

The c¢.i.f. price of wheat in the United Kingdom fell to a level of 27.07
pounds ($64.97) per long ton in July 1969. As indicated in appendix table 13
the United Kingdom's wheat import price fell close to 25 pounds per long ton
during the 1957/58 - 1960/61 period of large world wheat supplies. In view

67/ Member countries of the OECD are Austria, Belgium, Canada, Denmark,
Finland, France, West .Germany, Greece, leeland, Ireland, Italy, Japan, Luxem-

bourg, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkey,
the United Kingdom, and the United States.
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of: (1) recent price declines in world wheat markets and (2) projections of
large grain supplies through 1980-1985 by the Economic Research Service, USDA,
and the Organization for Economic Cooperation and Development, the "world" wheat
price is projected at 27 pounds per long ten in 1975. In predevaluat%on terms,
however, this converts to only slightly abeove 23 pounds per long ton._Q/

Since large world wheat supplies are projected to continue through 1975,
the Community might be further encouraged to promote increased home use of
wheat for feed. This is especially true since a deficlency in feed grains is
expected through 1973, Tangible evidence of plentiful supplies of soft wheat
will probably result in less resistance to feeding wheat and grester experience
on using wheat for feed will very likely begin to conviace farmers of its high
guality as a feed.

Demand for Wheat for Feed

The projected quantity of wheat used for feed in the whole of the EEC for
1975 was 9.7 million tons (data on selected earlier years alsc provided in
table 25). France and West Germany were expected to continue as the major feed

wheat consumers in the EEC accounting for 6.5 and 2.2 million tons, respectively.

This represents a substantial advance in feed wheat consumption for both coun-
tries. Consumption of wheat for feed in Belgium-Luxembourg and Ttaly was
projscted to stay at a relatively low level but surpass the level attained in
both countries between 1961/62 - 1966/67 (appendix table 3). The Netherlands
use of wheat for feed was projected to increase sharply and reach 767,000 tons
in 1975--60 percent above the previoushigh in 1961/62.

The sharply increased use of wheat for feed in the 1967/68, 1968/69, and
1969 /70 marketing years suggests that the 9.7 million metric Ton estimate for
1975 may be low {1966/67 wes the last year of deta used in the statistical
analysis). Estimates compiled from various sources indicate that wheat used
for feed in the EEC may have exceeded 6 million metric tons in 1967/68 and 8
million metric tons in 1968/69. This figure was probably around 9 million tons
in 1969/70 s'n?e the EEC had wnusually large carryover stocks of soft wheat and
a good crop.—i Stocks at the beginning of the 1970/71 marketing year are
estimated to have been reduced to a normal level of 6 million tons with a
preliminary crop estimate of 29.5 million tons. Over 4 million tons of wheat
was denatured in the EEC in 1969/70.

Discounting of the French frenc and easy credit terms made it profitable
for West German traders in 1968/69 %o realize a profit by purchasing grain in
Prance and then turning the grain over to German intervention agencies. The
result was that huge amounts of France's surplus wheat moved into West German
storage and disposed of in part through denaturing for feed. Devaluation of
the French franc and revaluation of the German mark alleviated, if not erased,
this problem.

§§/ Tn Wovember 1967, the par value of the British pound was devalued from
$2.80 to $2.40

§2/ Stocks were estimsted at 9.5 million tons on August 1, 1969, compared with
7.6 million tons a year earlier. The 1969/70 crop was 31.5 million tons {32.3
in 1968/69).
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Table 25.-~Quantity of wheat consumed by livestock in member countries of
the EEC, 1955/56, 1960/61, 1965/66 and projections to 1975

Country ; 1955/56 : 1960/61 ; 1965/66 ° 1975

e s - - - - - 1,000 nmetric tons = - - ~ - - -

West GeImamY .. e eeseerueensen : 1,13h 1,603 1,605 2,208.8
P aNC@. v aetennsnnnennnannnsns : 2,02k 2,715 3,587 6,469.7 )
B ot 66 120 96 133.6
Hetherlands..sveesueenrenneenss? 66 358 b T66.7
Belgium-Luxemboursg. . cuoeueve. .. : 60 90 11 89.1

Total......... Ceerereaeaaal 3,350 4,886 5,346 9,667.9

Source: Partly calculated and appendix table 3.

Whether or not similar monetary situations will develop in the future is
unknown, Lack of a common monetary policy certeinly leaves the opportunity
wide open for the future, Perhaps, even more important is the clear indication
that much larger than usual quantities of wheat can be made to move into feed I
use. Not only has the denaturing of wheat expanded in West Germeany, it has
expanded in other member countries as well, In some cases, the denaturing
premiums applied resulted in wheat/corn price relationships which were extreme-
ly favorable to wheat in terms of relative feeding values,

Vigen's projection of wheat used for feed in the EEC in 1975 was at a
: higher level than that projected in this report--10.8 and 11.2 willion tons
i under different assumptions of low and high economic growth, respectively
(83, p. 106). The higher projection for West Germany and Italy--2,741,000 and
87H,OOO tons, respectively,under high economic growth--accounted for most of
the difference between Vigen's projection and the projection in this report.
The amount of wheat moving into feed use was increasing at a more rapid pace
during 1951-62 (the period of Vigen's analysis) than during 1955/56 - 1966/67,
resulting in the projection of larger quuntities.

IFO projected that wheat used for feed in West Germany would approximate
2.8 to 2,9 million tons in 1975 (52, p. 212}. This projection for West Germany
exceeded that of this report (2.2 million tons) as well as Vigen's estimatbe
(2.5 - 2.7 million tons)., CREDOC projected that French consumption of wheat
for feed would total 5 million tons in 1975, substantially below the projection
in this study (6.5 miliion tons) and Vigen's projection (6.6 - 6.9 million
tons) (8, p. 311). The Agricultural Economics Research Institute assumed that
wheat used for feed in the Netherlands would fall to zero by 1970 and remain
nil through 1975 (;). On the other hand, Vigen estimated that 555,000 -
622,000 metric tons of wheat would move into feed use in the Netherlands in
1975, whereas the projection for this study was over 750,000 tons, Although
use of wheat for feed in the Netherlands may not reach these higher level
projections in-1975, it is unlikely that use will fall to zero. Approximately
300,000 tons of wheat moved into feed use in the Netherlands in 1968/69.
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The use of 9.5 million tons of wheat as feed in the EEC in 1975 could be
considered conservative, while 11 millicn tons would certainly be considered an
upper limit., TFO estimated that wheat production in the EEC in 1975 would
reach 32,7 million tons and that 11.4 million tons of this production would be
available for feed or export (§§, tables 6-19). The use of 11 million tons of
soft wheat for feed is unlikely because the Community's exporis of soft wheat
will not fall to nil,

The amount of wheat going into feed use--particularly wheat fed directly
on the farm--was undoubltedly calculated as a residual figure for the various
countries. A tendency inherent in this process would be to push any estimation
error in other uses into the feed use category.

Wheat which may be used for feed in the EEC in 1975 would displace feed
grain imports. This is true because the Community will remain deficit in feed
grains in 1975. The displacement would not necessarily be on a one-ton of
wheat to one-ton feed grains ratio because of variations in the relative feed-
ing values of grains by different classes of livestock, Assuming that sub-
stitubion of 9.5-11 million tons of wheat for feed grains would be based solely
on the relative feeding values developed by Keliner and Becker for hogs and
dairy cattle, the feed grain import reduction could range from a low of 8.6 -
10.0 million tons to & high of 12.5 - 14,5 million tons (43).

Corn is the major feed grain imporied by the Common Market, Thus, it is
the grain most likely to be displaced by any increased use of wheat for feed,
The quantity of corn displaced would be less than for other feed grains since
its relative feeding velue is closest to wheat, Substantial gquantities of feed
grain imports in 1968/69 were already being displaced by the 8 million tons of
soft wheat consumed as feed in the Commnity. This amount of wheat was equiva-
lent to 7.3 - 7.8 million tons of corn.

There was clearly no nutritional or biological reason preventing the .move-
ment of 9.5 - 11 million tons of wheat into feed use in the EEC throughout the
year. This amount of feed would have accounted for 20-25 percent of the esti-
mated 45 million tons of grain consumed for feed in 1969/70., Furthermore, the
total amount of grains used for feed will be greater by 1975, Whether the
BEC might encounter a logistics or transportation problem in getting the feed
wheat to areas where it can be effectively utilized by the livestock industry
is cutsids the scope of this study.

NEED FOR FURTHER RESEARCH

Further research and study are needed on the attitudes of the farmers, the
feed manufacturers, and the feed nutritionists to the use of wheat for feed.
These investigations should cover topies such as: (1) reasons for farmer
reluctance to the use of wheat for feed; {2) technical problems, if any associ-
ated with use of a large proportion of wheat in a given unit of mixed feed,
and (3) reasons some feed nutritionists advocate holding wheat in concentrates
at very low levels,
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Table 26.--Feed grains displaced by soft wheat fed to livestock, EEC,
projections for 1975 1/

+

Grain i Hogs f Dairy cattle

- - -~ Million metric tons — = — -

Wheat used for feed..vvuiveuwrsn eeenenraal 8.5 - 11.0 9.5 -~ 11.¢
Would replace the following amounts of :
Corn : 9.2 - 10.7 8.6 - 10.0
or :
Barley ;10,7 - 12,4 10.0 - 11.6
or :
Oats : 11.9 - 13.8 12.5 - 1k,5
or :
Sorghum : 9.8 - 11.3 9.4k - 10.9

1/ Based on relative feeding values developedf:j Oskar Kellner and Max
Becke: (ég).

Much additional information is needed on the livestock feeding practices
of Community farmers. This includes more recent information on the amount of
vheat fed to the wvarious types of livestock as well as methods employed in
feeding wheat to a particular class of livestock. At present, little is known
about directional shifts or trends in the feeding methods and use of wheat by
class of livestock,

A vetter underStanding of the practical implementation and functioning of
the Community's grain-denaturing program is imperative to improved forecasting
of feed use of wheat. This is especially so if the wheat/ feed grain price ratio
continues to lack full adjustment to relative feeding values. Investigations
would include the practical inconveniences to feed mixers inherent in the
denaturing requirements and the locations in the EEC where the denaturing of
wheat and the direct incorporation of wheat into mixed feeds occurs.

There is a need for better price information on grains despite the fact
that recent computation of regionsl price data represents a major advance,
There is still need for a well constructed series of producer prices, wholesale
rrices, and retail prices for the European Economie Community.

More detailed information and analysis are needed on the transportational
and locational aspects associated with using wheat for feed. Since transporta-
tion rates in the EEC have not yet been harmonized, considerable rate varia-
tion exists between countries. In addition, rates vary within a single country
depending upon the mode of transportation (barge, rail, truck), the length of
haul, the type and weight of product, and so forth. Other studies indicated
that these aspects of the transporation complex influenced the magnitude and
type of agricultural production and the flow of agricultural trade. Further
investigation is needed on the present and future proximity of surplus soft
wheat areas to major livesbtock producing areas and the various price relation-
ships {(inecluding the Community's price regionalization policies) and other
forces which would tend to increase the use of wheat for feed.
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Apperdix Table 1. Selected data onvolume of . S, grain exports,
1957/58-1968 /69
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Apoendix Taole 2.

Selected date on velus of U, 5. grain exports,
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Appendix Table 3. Sepply snd utilization of whear in the BEC, 1935/56-1967/768

f f Average H H H t 1 : : H H : Avarage
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Uaed direccly on
Earmg H 2,315 2,188 2,978 3,918 3,499 2,989 3,635 3,614 4,421 3,95 4,131 4, T84 4,357
Through compercial
maTkets 1,644 891 1,437 1,553 1,387 1,495 1.43% 1,044 1,104 1,390 12089 1,045 1,215
Seed L.949 2,021 1,913 1,877 1,788 1.BB4 1,968 1,857 1,881 1,756 1,7E9 1,760 1,762
Industrial use 7 54 45 57 56 68 6l 89 94 4 51 82 76
Laoss 155 Lag 163 324 278 %11 190 is5 145 166 15 156 159
Tocal r 25,808 26,150 25,236 26,621 27,565 27,129 26,800 27,371 26,786 27,591 27,609 27,6km 27,74l 27,589

West Gerwiny
Production
Tapores

Frow withia
the EEC
Outgide EEC
Exporta
Chaoge in stocks
Teral

3,278 3,728 3,462 3,582 4,386 4,813 3,917 4,653 4,710 5,047 4,218 4,34 3, 6b4 4,751
1,55 2,623 2,822 2,471 2,209 2,214 3,520 1,859 1,531 1,560 1,960 1,848 1,939 1,918

E1E 587 467 309 490 499 556 240 273 192 356 329 673 453
1,936 2,038 2,373 2,162 1,719 1,715 2,964 1,649 1,658 1,368 1,606 1,519 1,266 1,463
337 596 414 603 718 254 1,083 ATl 1,057 47 Bah 640 830 705
-7 -6 +248 -150 +58 +15 +182 +2 -298 +H7 ~454 -131 +711 &2
5,372 5,76l 5,622 5,600 5,17% 5,860 6,072 5,768 5,882 3,813 5,788 5,738 6,242 S.322

L A T

Erod
Feed
Usad dfrzcely on
fares : 932 986 938 932 1,202 1,207 1,155 1,084 1,337 1,445 1,127 1,53% 1,83% 1,517
Through commercizl:
wmarkets H 202 399 282 397 315 3926 680 418 18 428 155 357 kb

4,156 4,056 4,107 3,975 3,546 3,940 3,876 3,820 3,71 3,754 3,833 3,728 3,707 3,755
1,134 1,385 1,220 1,329 1,517 1,603 1,E35 1,755 i,663 1,605 1,704 Z,191 1,833

Seed 225 227 22 236 2480 248 241
Iadustrial uae 18 1] 39 3z 43 42 32 75 78 br il €5 56
Loss a9 3d 3% 7 az i3 a7 36 36 37 as 36 38

Toral = 5,572 I 5,608 5,072 5,788 5,735 6,242 5,922

-~Continued




Appendix Table 2. Supply and wrilizarion of wheat in the EEC, 1955/56-1967/68 -- Continued

H I H H Avarage H H B 1 H H H H H H H Average
i 1955/56 11956/57: 1957/58: 1955/56- 195758 L958/59: 19549/60: 1060 61: 1961762 1062/63: 1963/64 1 1964465 1965/66: 1966 76T 1967/68 ; 1965 /66~ 1957 /68

..................................... trrmmmrseresmsemeembeeeee====ThOudand metrtic Loos g

France
Froduction
Impores
From within tha
EEC : 21 122 -- 48 43 - -- & 28 16 15 21 24 EE] 27
Cutside EEC 756 1,627 399 927 533 425 513 538 656 2ol 713 751 690 450 634
Zxports 1,533 417 2,379 1,793 1,030 1,748 1,557 1,817 3,082 2,756 4,628 4,844 3,130 4,309 4,094
Change in stocks 448 -5 +200 Bt ~138 +254 +iiG ~656 &1,561 -996 -252 +560 -955% 41,159 288

10,388 5,687 11,108 9,061 9,628 11,544 11,014 %,573 14,053 190,249 13,83F 14,760 11,297 14,287 13,545
77 1,743 9% 973 675 425 513 fid 684 81T 128 T4 75 493 660

"o

-

Tetal 9,030 7024 3,928 &,327 5,412 9,967 P,456 B.B56 10,093 2,306 10,120 10,030 9,835 9,312 8,726

Food
Feed
Used directly on
farms
Through coomercizl
warketa
Seed
Industrial use
Losn
Toral

5,939 5,355 5,230 5,8C8 B, 058 5,858 5,998 5,918 3,932 3,767 5,596 5,673 5,464 5,200 5,446
1,024 390 2,112 1,516 2,583 3,276 2,715 £,040 3,197 2,703 3,56% 3,587 3,608 3,322 3,506

1.787 453 1,215 1,148 1,510 2,371 2,122 1,732 1,445 2,885 2,697 2,677 2,754 2,710

257 858 427 575 705 493 313 732 T84 890 31 H6 T¥6
1,020 B42 432 B38 201 T84 713 814 BB 815 716 ] T4h 726
5 5 5 5 & 5 7 5 3 5 3 B L] B

42 3z 47 40 56 bty 63 73 72 15 49 41 g 43
9,030 8,928 8,327 9,412 9,456 8,85 10,093 10,130 15,030 %,312 9,726

L L A R T

Iraly :
Production 9,504 B,478 8,869 9,8.5 8,301 9,497 8,585 %,176 9.596 9,581

Iaportcs : 498 280 525 70 9455 354 751 1,057 QL6 1,005
From within the
EEC : 8 - 3 - k| & 3235 305 193 27
Cueside EEC : &90 Z80 5z 70 952 350 416 752 353

Bxporte H 153 1,027 B39 354 158 235 326 453 259

Chaoge in otocks +1,3L7 - 1,044 +57 =48 +60 75 =351 +B00 +288
Total 8,742 8,775 8,768 9,037 9,141 &,362 9,540 9,557

Food 7,79 7,626 7.808 8,175 8,232 8,475 &,648 5,593
Feed 66 57 &4 70 5 Th 96 200
Ugad directly on
farms 11 58 58 62 70 76 169
Through comparcial §
markets - 8 i2 13 4 20 13 40
Seed 830 FEL 748 s
Ipdustrial yge - - - - -— - - .
Loes H &7 a3 54 35 58 60 &0 b4
Totul 9,605 9,957

--Continusd




Appandix [able 3. Supply and ucilfzaricn of whest in the EEC, 1$55/56- L6716 -- Continued

0 = -

: 2 : Average ] ] ] H B ! i * : v : Average
1955456 = 195657 + 1957450 + 1855/56-1957/50 : 1958759 : 1559760 1 1960761 : 1961762 : 1852763 t 1563/64 ¢ 1964755 : 1965766 ¢ I966/67 t 195765 : 1365/ 66- 1957468

H Thousand mecclc L. T Dy - - e m———

Izem

Hetherlands
Production : 508 482 £43 537 602 T57 SBR
Imports : s 1,310 541 823 igg 838 1.021 290

From within the
EEC

159 213 &5 g9 Li4 54 307 151
Cutside EEC Ei, Tal L,031 495 734 a45 T84 4 739
Exporte : L4 48 Bl 113 390 391 783 505
Chenge in srocks : +2 +129 - 149 +ig -2 -72 =51 =12
Taotal H 1,468 1,817 1,132 1,138 1,143 1,121 1,048 1,085

Food 1,072 1,089 L,027 1,043 1,007 9945 954 983
Fead : 45 358 473 170 128 26 g1 45 58
Used direcely on
farms : 14 1& g 11 7 5 1 2 3
Through commercial :
markets : g1 91 an 55
Seed 15 19 20 1% 23 L% 26 25 26
Induscrial use : S 7 a & 5 7 11 12 10
Lass 10 12 13 13 9 ] ] g 9
Total : 1,227 1,121

Belgium-Luxsubour,
Production 669 613
Iwporta 513 559
Prom within the
EEC H 35 99
Quraids EBC 478 450
Exparta 20 166
Change in stocks -20 +66 -111
Total 1,182 1,117

Food
Paed
Uzed directly on
Earoa az g 33
Through comarcial :
markety 23 40 3 15
Saed : 36 41 41
Indurtrizl use F4 2 4
Lase ] 9 % 10
Total 21,257 1,182

1,082 1,015
&0 48 47

L T,

1S Two.ymar average only.
Wote: Dats moy got add to totsls dua to rounding.

Source: Sratistical OFfire of the Europesn Commmitien, Agriculiyral Statietice, Brussels, Ho. 1, 1963, and No. 2, 1569,
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Appendix Table 4, --Coefficients used to adjust imported wheat to the
EEC!'s "standard quality" 1/

Country and type of whesat

Quality coefficients

Effective
Mareh 7, 1969

. +n s

Effective
prior fo
March 7, 1969

United Stetes
Red Winter I end IT
Red Winter Gerlicky IT ard IIT
Western White II
Soft White IL
Hard Winter and Derk Hard Winter I and II:

Protein content up to 12,49 with or without protein

guarantee

Protein content of 12.5 to 12,9% gueranteed
Protein content of 13.0 to 13.4% guarantzed
Protein content of 13.5 to 13.9% guaranteed
Protein content of 14,0% or more guaranteed

Northern Spring I and IX

Red Spring T and IT

Dark Northern Spring IIT
Dark Northern Spring I and TI

Canadsa
Manitoba I
Manitoba IT
Menitoba ILI
Manitoba IV
Canada V

Argentina
Southern Wheat {Bohia, Blanca, Kecochea)

Up River (Rosa Fee)
Down River (Buenos Aires)

Australia
AR
Western
Semi~Hard TI
Scuth Hard
Prime Hard (13% protein guaranteed)

Great Britain
English Milling

Sweden
Bulgaria
Romanie

USSR
Type bkl
Type 431
Type 121 (SKS 1k) 149 protein guaranteed

e qw wp sw 4w mm

P T

B T

------ $ per metric ton - - - - - -

N

10,50
10,50
12,00

12.50
12,00
10,50
9,00
6.00

2.25

3.75 2/

]

9.00 2
10,50 2/
12,50 2/

3.7T5
2.50
3.75
3.75

9,00
9,00
9.00
9.00

12,00

10.50

10.50

10.50

12,00

12.50
12.00
10.50
9.00
6.00

5.75
.00

2.25

9,00

g/'The guality coefficients are subtracted from the c.i.f, prices of wheat to determine
which price is lowest for purposes of sefting the import levy,
g/ Guality coefficients which were changed or became newly effective on March 7, 1969.

Scurce: FEuropean Communities, Journal Official des Communautes FEuropeennes, Brussels, various

issues, June 27, 1967; February 23, 1968; March 4, 1969,

B RPN T




Appendix Table 5. yheat used for fzed Ly species of livestoelk,
EEC and member countries,

1955/56- 1984 /65

Aren and
sTecies of livestock

1956/57 T 1937/5h . 1958759 D 1959/F0 ¢ 19%0/4 D196 /fRe i 19f2/63 L 963/ck L o1964/65

Egc L/ : 350 i, 5,954 ;.55 5.k72 L BBE

tattle : i1 537
Hogs : i 9ol 965
Poultry : : i Nf . o.982 2,559
Other arimais : H u 2 828 £a5

Hast Germany : B 1, 1l .38 2 1,517 1,603

Catt : i . sl 1Lk
Hogs : ik Lés 552
Poultry : 953 9T
uker arimals : . ——

Fraces 2f

Cattle

Hogs

Poaliry

Other animals

Italy

Cattle

Hags

Soultry : Lifa
Obker animals : ia

lietherlepds : A

Catfle H A

Hogs : HIEY 32
Pouliry : 411} 1
Cther animals : Hfn ——-

y Belgiwm-Lovem: ourg ineluded in total snt noL in sutgroupings.
2/ Data estimsted.

Sourze: Stetistical Office of the Enropea:; Zarmurities, Arrieuliu-al Statistics. Brussels, Ho. g, 15R7.

UfA = Mot eveilable.




Appendix Teble 6.~-Types of grain fed to selected speeies of livestock,
BEC, 1/ 1958/59-1964 /65

ST S AU,

Species of livestock H : H Qther
and year . Total 2/. Wheat , Rye Barley , Oats Corn grains 2/
—————————————— 1,000 metric tons = = = = = = =« « = - - - -
A11 livestock :
: _ 1958/59 : 27,L5k 4,337 2,4k0 6,693 6,618 6,530 776
. 1959/60 1 30,h92 5,375 2,750 6,989 6,723 7,634 1,021
& : 1960/61 : 31,018 Lys 2,981 6,564 5,842 8,782 1,053
. : 1961/62 : 32,186 k43 2,521 7,706 6,956 9,611 062
i 1962/63 : 33,323 5,0k2 2,501 7,879 7,222 9,624 1,055
- . 1963/64 s 36,252 L,6ho 2,446 7,637 {,298 12,773 1,h58
1964 /65 r 36,477 5,493 2,643 7,074 €,808 12,079 1,480
Cattle
1958/59 5,497 b6 505 2,031 1,662 721 102
1959 /60 6,280 5TL 432 2,167 1,818 922 173
1960/61 6,491 537 . 2,188 1,84 1,023 159
1961 /62 6,589 bl 522 2,561 1,803 1,129 129
. 1962/63 7,171 498 601 2,745 1,562 1,202 163
- : 1963/6k 7,694 482 562 2,708 2,036 1,586 220
T 1964 /65 7,629 568 667 2,789 1,962 1,k15 228
Hogs
1958759 1 9,875 7ok 1,557 3,902 1,630 1,647 345
1959 /60 : 10,868 ggh 1,723 L,152 1,640 1,910 hho
1960/61 : 10,770 g65 1,850 3,637 1,769 2,088 k61
1961/62 s 11,791 967 1,693 k,328 1,837 2,555 b1
1962/63 : 11,763 901 1,612 4,369 1,997 2,527 307
1963/64 r 18,615 g7l 1,522 ko 1,933 3,ko00 58y
. 1964 /65 + 13,18 1,060 1,654 4,551 2,013 3,265 6Ll
Foultry
- 1958/59 8,543 2,431 321 631 okt 3,801 322
o 1059/60 1 9,661 2,982 3o 537 B h,525 393
. 26l : 10,150 2,599 338 629 89k 5,299 ki
A 1961762 : 10,514 2,01 262 7ok 1,047 5,604 Lok
y 1962/63 : 11,061 2,848 256 679 1,084 5,705 4189
1963/64 : 12,436 2,512 233 64g 1,038 7,M2 592
1964 /65 : 12,438 2,950 291 555 oy 7,11k 584
: Other animals
s 1958/59 3,539 636 57 129 2,439 271 7
: 1959/60 3,683 828 55 133 2,384 277 6
3 1960/61 3,607 695 53 110 £,335 392 a2
o 1661/62 3,292 o Ly 113 2,269 323 16
y 1962/63 3,328 795 37 86 2,218 190 6
1963/64 3,507 675 29 89 2,291 366 57
1964 /65 3,226 9is 31 79 1,889 285 27

& 2/ Excludes riee.

1967, pp. 18-31,

1/ Excludes Belgium-Tuxembourg.

73

Source: Stabtistic. l Office of the Europesn Communities, Agricultural Statistics, Brussels, No. 9,




Apperdix Teble 7. Wieat as 2 proportion ol Erain _1/' used for fieed, by species of livestoek for

West Gerrany, Franee, Italy,
1958/59- 166k f55

ard Hetherlands,

Srecies
livestocek
¥ear

West Germany

France 2/

Italy

Hetherlands

Total @ Yheat :

Vheat a5 &
percentape
i totel

Wheat as a
percentage
of total

: Tetal) Wheat :

“heat as a
perceniage

of total

Wheat as a
percentage
of total

r Total : Yheat :

Zattle
1958/59
1959/E0
1960/EL
1961 /42
1962/63
1953/6k
198k a5

HGBS
1958/59
1959/60
1965/61
1563 fEz
1583/63
1353 f6k
13 fRE

Pouitry
1358/sg
1953/ED
1950,/45
156L/Ee
1gh2/E3
1363/6h

AL fes

1,500
ree-metrie tong~--:

TS
al
Lk
i
i3g
159
bEL

\Dt:
N

B Y et o s e
l\}:—-»!\'._5::._'_)“"_-:|'1 D -1
838

]

i

390
k&3
552
96
Sk
an
££5

Other animals -

958/53
1955/80
1960/41
1561 ¢z
1952/53
29636k
1g8k/es

Ferceui---—- :

T,000

sime-metrie Toan---:

¥

L0MD ~) =1 —j i o
LAt I N el R )

b

+

E.2
8.
0.8
0.2
57
1.8
3.8

[
+

REnl o =
L L

WD O Wi

AL L g
[EcLFTIRN]

cka
328
271
255
318
270
35

Pobabhb
o ™r fo Ly

.

2hy

"ET

[
W
b Lot it

2
B

P =t O
ko

-

+

[N LE NI GRS oS )
.o o
MY T OO0 S L

T3P O E  n

AR O
g R

Jr
B

-I-]J:—\!DJ:" .-l"n"'—l
BRnesd L
NIRRT g

F I L L L g
MO D0 AT 6

WA NG o T
L1

T3 I A3 fO RS Mo
fm)

[ ) O AT
GRS EY

13060
t---metrie tong---:

122

-
1

Percent-——--

pto RV R RS RN FT R

pd o PR e o o
PRl

: L,o00 fe-—-Parcent----
i---metric tons---:

0 0o
R WD v

4

—
v

¥ .

=
Ll RS S |
R L v B

1f Bxchudes

rice.

2/ Data estimeted.

Source: Szatisztical OIfice of the FTuropeze Commanities., Aprieakfurgl Stefistios, Hrussels, No. 9, 1957, wp.



http:anil"��a.ls

LppendizTable 8. West Germeny: Selected "guality” fzetors for wheat ard computation
of an aggregste "quality" scale, 1/ 1955/56-1968/69

: Jiker facnors
Moisture : i : Foreign: Various :Sprouted :
: : grain :imputities: grains : Tobtal : Scale

: BL

f Agpgrecate
scale

rPercent  Scale T : Percent: Percent : Percent : PFercent : Perceat
: :Hectoliter : : : : :

1955756
1956757
1957/58
1958/59
1959/60
1960/61
1061/62
1962/63
19563/6h
1954765
1565 /66
198E6/6T
1967/68
19&86/69

=

—
'
=

oQQRPROOOoOO0OQ00
Pl A R B L RV, SL R FU I

= =

T

0N R0 M (I I Ghdl ] B2 D

1
1
=
e

b rrFrobhab FroRs

b
1
=l
)
v S M
HAOIAM L O P MDY L DA e T
I

gl

.
v

.
I_l
VD W TR

oD O =] =]

.

I SERETIRN I\ ]

Eonl U AV A RN I FU R L]

A
+

T b e e e

1
)
.

4
v
.

II_J
m—1=1 © o 0
DWW E T T ~3 N D g

=

AR RS

[ R IV RN EFIAN, % Bt ST YRR SL ]
Lo B O 5 R0 Ll A T e D O
NMOORGWO O~ R
o RS IR RSN B

= 4R N2 N

E
.

}/ The data are Ffor winter wheat alose which rnormally accounis for B8 percent of VWest Jermany's £otal wheat production.

Source: TPartly caleulated and date supplied in communication from the Federal Research Institute for Grain Processing, Detmeld,
Sermeny, to Mr. George A. Parks, U.S. Agricultural Attache, Bonn, April 1k, 1369.
-y e




Appendix Table Q,

Selected abservetians of Franch wheat hervesting corditions and quelity of crep, 1956-78

Harvest conditians Tegree of moisture

Pronmoriion of
germinated grains

Specific weipght
{klggrems per hecteliier)

Ocher gbzervations

B T

Pains, improwement in Septemter, Afgh {29 percent)

d4ifficuli harwest

Painy ard cool

fuite wveriakle, very late crop,
roor Zervest corditicns

Hot and dry sermmer, Tavoracle
corgitions

ravorahle, good corditions

Hot and dry su——er. good cond
Rainy summer, late orop Coarse grein
{23 percent)
Hot ard dry sumser, Tavorekble con- prapy
ditions

Tl aod moist, late and 4 iouls
Barrest

Eittle moist
prain

Zxy fagust. barvest difTficwdt ad
cuisgt, termi-ated under good can-
ditiocs

Hot ard stormy su—mmer, good nervest Fairly lew

carditions

Somstimes 20
perceni

Fzins, ienls narvest

10 pereent or moxre

figh

Cerminmted grains
in Ceriral 2rd
Hestern Trance

2-3 parcert

i)
70 {Southwest} to 80
Aversgs:  75-74

Fregoently low

Highk

iederate

Geed:  TE.5-7B
High

Tow and irregula~

Avaragse

Tess than the norm {Horth
and Torthwest). Satisfec-
tory elsewhere

75-80, 78 kilograms
an The averaze

Fo—7l

Scme losses through germication and molds.

The rains caused lssses of yield and lowered the
gaelity of the grein.

wield, root rot.

Socd quality.

Fedicere guelity due to mais

Aversgs yields.
Very good wields.

Dyespot, mold, one part of the hervest ciassified
a5 fead.

Gopd harvest

teny portions of feed whest

Zaia supplied by lefter 4o XMr. Thomas H.
stres Cerveales. Paria,

STreel, U, 3. dgricultural sftache, Peris

ty Er. Jean-Pierre Andrzalt,




Appendix Table 10. Production of coarse gralm in EEC wmember countries, L955/56-1966/67

z > " s ) H
H

: : : Average z : B : : : - : Averaga
1955/56 ; 1056/57 1 195758 3 1955/36-1957/58 = 1058439 © 195960 « 1960461 : 196162 £ 1962763 3 196364 & 196465 1 1965/66 { 1966/67 ; 1964/65-1566/67

A e = e T e Thousand mETLiC fOS——s e e et e e e e - ——————_—_——————

Ttem

Hest Germany :
Ozea 1/ : 3,243 3,316 3,032 3,197 2,253 2,852 3,177 2,877 1,610 3 3,476 3,027 3,366 3,130

Barley H 2,017 1,24) 2,429 2,229 2,342 2,757 3,124 2,660 3,632 3,454 3,798 3,264 3,153 3,605
Corn 20 0 16 19 13 13 20 23 42 &7 &1 %3 1z3 92
Rye 2f H 3,351 3,781 3,875 3,736 3,800 3,965 3,527 2,582 3,023 3,315 3,671 2,868 2,74l 3,093
Other cereals - - - - - —— .- - - ——— e »a- - -
Tocal 8,831 9,358 9,352 G,130 9,148 9,387 10,248 8,122 10,317 14,260 11,006 9,252 9,983 10,080

France
Qats : 3,658 &, 642 2,603 3,638 2,663 2,815 2,735 2.391 1,628 2,878 1,310 2,509 2,378 2,466
Barley 2,678 6,429 3,635 4,247 3,901 6,931 5,716 5,413 §,003 7,384 &,791 7,328 7,421 7,197
Corm. 3/ 1,081 1,738 1,392 1,407 1,673 1,825 2,813 2,470 1,864 3,871 2,105 3,420 4,340 3,188
Rye 2f H 436 538 542 325 A%3 504 L 370 ars 373 411 409 378 385
Grher cereals H 217 3i4 20 247 247 226 242 242 249 453 469 517 624 338
Total H B,150¢ 13,561 8,382 10,064 8,977 10,301 IL,e53 11,086 11,119 14,987 12,086 14,233 15,345 11,888

Tealy H
Dats E 523 507 582 537 568 451 431 585 597 456 527 477 490

Barley i 292 276 296 238 296 Py 232 219 152 185 253 263
Carn H 3,204 3,410 3,496 3,370 3,670 3,879 3,936 3,317 3,510 3,592
Bye : 123 105 92 147 105 105 %6 &3 83 B4
Other cereals H {30y &F (30) {30} 30 L] 36 37 34 35 36

Total i 4,172 4,38 4,496 4,332 &, 669 &, BG0 4,933 4,248 4,158 b, 465

Hatherlands :
Oats 1/ H 677 585 &15 626 582 413 593 452 418 472
Baviey : 264 273 292 276 315 268 3IBS 373 ale 388
Corn : 23 9 L] 13 4 1 1 a i} o
Rye : 465 492 458 472 428 386 301 250 190 65
Uther cereals H -—— - --- -— ——— - -— - —— -—

Toral : 1,429 1,359 1,371 1,386 1,32% 1,068 1,280 1,095 1,024 1,126

Balgium-Luxembourp '
Qats 1/ H 53t 547 SO 528 487 486 514 396 356 394

Barley H 257 39 312 308 334 416 428 550 523 536
Corn H 8 1 & & 3 2 z 2 3 2
Rye 2/ H 231 208 2001 zl% 213 1397 130 I10 83 L2
{ther cereals -—— - —_— —— e —— —— J— —— ——

Tozral 1 L,067 1,07 1,08 1,054 1,047 1,091 1,074 1,031 965 1,036

i/ Includes summer mixed graing.

2/ Includes wioter mixed grains.

3/ October 1 to September 30,

4f Bata in parenthasis ara zetimates.

Hore: Daca may oot &dd co rotals due te rounding.

Source: Statisticel Office of the EBuropean Coomunitfes, Agricultural Statistice, Bruseels, Ho. 1, 1368.




Appeadix Table 1. Prices received by farmera for selected grains, EEC meaber countries, 1955/56-1966/67 i/

: ! B Average 2/ H : : ' H : H : H kverage 2f
1953/56: 1956/57 : 1957/58 : 1955/56-1957758 » 1956/59 : 1953/60 : 1960761 ¢ 1561/62 2 1962/63 + 1963164 : 1964765 ; 1965/66 : 1966767 : 1964 /65-1966/67

per matric EOO-ce--emee ool o o -

Ltem

Fest Geroaoy
Soft wheas

Eye
Barley
Oaca

26.90 104,25 105.50 205.38 107.00 1p5.38

52.86 89.76 94.05 92,22 92.14 91.67 86.19 93.75 97.2% 96,50 #7.348 96.50
100,48 100,00 100,48 100,32 161.19  100.24 101,90 107.00 105.98 104.58 106.58 106,30
81.19 79.76 80.00 80,33 83,33 83.81 80,48 86.25 20.75 89.83 94,10 94,63

[T

W a gy oan

France
Soft wheat 9l.%1 10B.29 70.01 90,07 68,46 Th.54 76,58 80.82 85,23 B84.91 79.52 8l.02
Bye 69.54 78.25 62.33 0,18 56,17 57.89 6077 60.16 71.30 72,59 66.52 F2.23
Earley : LTS 71.31 6L.52 66,42 5 57.08 63,54 62.79 64,61 §9,84 6684 @b, 62 10.26
Oats LEES 56.00 36,33 56,186 57.87 59.33 36,31 E0.56 73.53 51.85 61.17 71.38
Corn 102,86 I02.23 86.83 97.31 79.64 77.84 72.01 73.32 83,35 80,57 a7.24 85.58

o

Izaly
Soft whear
Rym

111,38 1i0.27 111,18 110,94 101,25 103.26 108,75 105.68 109,23 111.86 110,78 111,04

87.36 91,35 B5.74 88.16 81.34 79.26 83.26 82.48 9%.06 101,70 57,65 89,84
Barley 90, 53 88.83 70,82 B3.39 73.47 74.58 79.28 73.886 8. 27 78.53 §5.12 86,14
Taca S0 34 75.70 62,69 77.58 63,52 T6.72 78.05 £63.36 T5.34 7E,83 ai.04 83.36
Corn : B2.69 T1.92 65.01 16,54 69,41 67.10 66,62 67.74 73.18 7.0 8l1.28 ¥5.20

LT e TR

Hatherlands
Soft whest 6,50 69,16 72.89 69,52 ¥6.03 79,97 80.61 83.18 B5.58 92,46 102,04 102,76
Bye 3/ : £5.66 65,66 70.26 57.19 67.11 159,61 63,89 B6.19 83,67 85.30 B5.59 95,64
Barley 3/ : 54,74 64,87 69,21 66.27 £8.62 78.2% 70,45 80,25 78,827 80.80 B6.91 94.401
Qacts 3/ 51.05 65.89 71.32 66.09 65,89 85.52 68,92 81,77 Bz.82 T9.64 82.50 22.38

Belpium- Luxecbourg 4/
Scft whent : 89,20 4,00 92.20 93.20 93.80 91.00 92.00 52,00 $2.80 7,20 91.00

Bye 55,450 64.20 5B.87 69,00 T2.00 60,40 81.40 73.00 71,50 13,60 77,20
Barley H 63,20 65.20 B2.73 78.60 15.60 68.00 E5,80 F3.60 FH.80 80.20 82,20
Dara H 59,20 60,20 . 57.80 69.00 T.A0 64 . 60 68,80 72.40 68.80 72.80 76.40

1f In geuneral, the prices heve been obtained by dividing the value of a1l sales by the quantity sold wirhour regard to quality,

2/ Unweighted averages.

3/ Scarting with the 1955 barvent, data included the subsidy granted for barley, cars, and tye cultivated on saody soils and pear boga.
4f Belgium cmly.

5/ 1956/57 and 1957/58.

Source: European Communities, Prix Recus par les Producteurs Agriceles -- Harches Agricoles, Brwsseln, May 1958,
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Appendix Table 12.--France: Wheat denaturing premiums end quantity of

{ wheet denatured or directly incorporated into feed, 1955/56-1966/67 °
! : : Quantity of wheat denstured
; Year ; Subsidy 1/ ; Potal ; Dyeing ; Dlrectigt;nggzgorated
:-% permetric ton = 1 -~ - - - - - - - - - & 1,000 metric tons - - ~ - - -~ - «
3 -
T 1955/56 : 33.00 2/ H/a W/A /A
: 1956/57 : 37.00 2/ 3/ &/ N/A K/A N/A
i 1957/58 :  31.00 %/ 890 828 j0/ 62
- 1958/59 : 30.00 2/ 5/ 547 365 182
; 1959/60 : 23.00 2/ 5/ 711 La7 eol
s ©1960/61 : 2o.00 2/ 3/ g/ 480 270 10/ 210
: 1961762 : 17.00 2/ 5/ &/ 311 221 g0
1962/63 : 2L ,00 726 Lrh ale
1963/64 : 19.00 7/ kga 302 190
1964 /65 :  23.00 7/ 777 378 399
1965 /66 :  2h,007/ 8/ 878 03 75
1966/6T : 21,00 9/ 921 LLo b7g

1/ Conversion 1 NF = 0,20255 U,S, dollars

g/ Caleulated as the difference between what Farnsworth and Friedmann specify as the "whole-
sale price-general’ and the "wholesale price~special fezd." This procedure may have resulted in
some over estimablon of the denaturing premium since the "wholesale price-general" refers to grain
of standard quality while "wholesale price-special feed” may be grain of a lower gquality.

§f Based on the maximum legal price at which denatured wheat might be sold for feed by the trad-
ing egencies, Processors of mixed feeds could gemerally buy denatured wheat on similar terms.

L/ The "wholesale price-specisl feed" for 1956/57 was applicable only to small quantities of
wheat showing signs of deterioration bezcause of high moisture or other reasons.

3/ This difference is calculated from prices which include seasonal increments.

6/ This difference is caleulated from prices which refer to 1960 crop wheat, During 1961/62
the subsidized wheet could only be purchased by processors of mixed feed for chickens,

Z/ Computed on the assumption thab denaturing was evenly distributed over the year. The sub-
sidy was 10,42 NF per 100 kilograms in 1953/64, except for October 11 to April 17 when it was 8.17
NF; in 1964/65 it was 11,25 NF from July 1 to February 21, and 12 NF thereafter; in 1965/66 it
was 12.00 BF from July 1 to April 21 and 11.00 NI thersafter,

§/ The initiel subsidy of 12 NF was effective for Grades I and II (specific weight 74 and 73
kilogrems per hectoliter with meximum impurities & and 6 percent, respectively),the eligible
grades closest to, but still below "standard quelity." A 10.50 NF subsidy was available for
grades IV {70 kilo specific weight with meximum impurities of 12 percent), for intermediste
Grade IIT the subsidy wes 11.5C NF., Each of these subsidies was reduced by 1.00 NF effective
April 22,

3/ The initial subsidy of 11.00 WF was effective for Grades T and II; & 9.50 NF subsidy was
aveilable for Grades IV and 10,50 NT' for Grades III, Each of these subsidies was reduced by 0,86
NF effective Jamiary 1,

10/ Includes k36,000 tons in 1957/58 and 23,700 tons in 1960/61 sold &t exceptionelly reduced
prices to farmers for their farm use,

Sonrce: Data on denaturing premiums are from (14), Date on quantity of wheat denatured supplied
by latter to Mr. Thomas E, Street, U.S. Agricultural Attache, Paris, by Mr. Dauphin,
0.N.I.C.

e
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Appendix Table 12, --Selected trade data on UK. wheat imports,1953/56-1967/GB

Totel whest imports :

Yheat imports from Franec

Imports of denatured wheatb

ller Majesty's Stationery Office, Accounts

80

' Time period | guantity © valve Price/Ton | Quantity ° Value ° Price/Ton | Quantity | value ° Price/Ton
1,000 1,600 1,600 1,000 1,600 1,600
long British British long British British long British British
~tons- -pounds-  -pounds- ~tons- -pounds~  -pounds- -tona- ~poundg-  -pounds-
1955/56 : .
July-December 1955 : 2,141,813 58,548 —m—— 329,038 2. Ut
Jemary-June 1956 + 2,561,948 70,95 e 18h,257 ko ko1 mweem mmmmm e e
Total D UT03,%61 129,563 w.5h 513,205 11,072 23.32 e
1956/57 :
July-Desember 1956 + 2,233,108 &h,ghz - 3 3 me—ee e e ool
January-June 1957 £ 2,814,733 64,703 0 - 16,850 ‘Y eee em ol
Total : bkl 8l 129,645 29,14 14,862 367 21,76 mmmmm mmmee el
1957/58 :
July-December 1957 i 2,316,980 59,12 o 310,872 6,848 aeeee o Ll L
. January-June 1958 : 2,205,863 56,177 —-——- Lol , 718 B,92h  emmee e Ll Ll
é‘\h Totel : 4,561,843 115,306 2537 715,590 ik, 970 20,91 meeme e
1958/59 :
July-Decerher 1953 : 2,276,081 57,73 —mae 118,692 2,528 —eem eme il aees
January-June 1959 : 2,384,288 GoM1E .o 933 <
Total : b,660,369 118,150 25.35 117,425 2,551 21,68 eeeee amoen s
1959/60 :
July-Decenber 1959 + 1,86k,002 48,080 @ - ko, 707 O
Jamuary-June 1960 : 2,000,327 5i,hkss 0 .- 59,813 1,383 mmem el i e
“ Total : 3,804,320 99,509 25.55 109,610 2,516 2313 ceeme eeeen .
' 1960/61
July-EBecember 19G0 : 2,307,846 53,282 .. 33,133 3T mmmmm ememe mmme e
Jaruary-June 194 + 2,002,302 51,309 0 c—nem 51,788 LAk meee meen il amell
Total ; %,100,748 104,501 25.4b gh, 921 1,851 8179 e —— e
1961 /62 :
July-Becember 1961, ;1,027,179 kg,Blo0 - bk bkl 2
s January-Jure 1962 1 2,135,691 56,393 - 119,756 2,906 mmmmm el mmee e
Total : 5,062,830 105,233 26,14 164,197 3,832 8333 cemee ommmme el
1562/63 :
July-Decenber 1062 ¢ 1,791,237 b7,760 —-eee L2284 1,018 e el el
January-June 1963 11,939,163 50,867 0 ----- 69,213 1,933 smeem cmmem emeen
Total D 3,730,400 98,603 2643 LAY 2,550 82.87 eeeme e .
1963/64 :
July-December 1063 ; 2,001,280 sa,7R6 0 o—os 188,682 0 . S
January-June 1964 1 2,006,460 56,610 ——mm- 331,327 7,383 e el el ol
Total : h,007,704 109,336 26,68 520,009 11,509 23,13 emee- e e
196k /65 :
July-December 1964 s 1,688,502  b46,532 00 —cee- 143,840 .,
Janoary-bune 1965 1 2,077,036 55,266 @ -———- 101,085 2,800 ccmem el el Ll
Total : 3,765,608 101,798 27.03  2lb,om 5,b8 22,38 e el
1965/66 ;
July-December 19G5 1 2,862,931 59,706 ae- 198,40 W59 e 0 0 L
Janmary-fane 1966 : B0bh,61h shLke Lo 1hg,829 3,565 aeeen 157,855 7R T = o ———
2 Tatat : 5,307,545 113,648 26,38 248,260 7,924 22.75 157,855 3,90 22,11
1966,/67 :
Ju{y-Decem‘ber 1666 s 1,961,570 53,457 0 —me-- 18,375 1,132 eaem 109,236 2,376 —--m-
January-June 1567 : 1,940,072 53,818 —- Lo, hok 1,21k eeee 2,737 66 e
Total : 3,002,056 107,271 27.h9 97,839 2,346 23,98 111,973 2,02 21.80
1957/68 :
July-Decenbry 1967 : 1,833,066 50,756 00 -ee- 120,708 -3 114,637 I ——
Jeruary-June 1968 : 2,063,156 59,055  ----- 178,338 B,A15 e 79,659 1,820 aeem-
Total : 3,896,222 110,311 28.31 299,136 6,989 23.36 198,206 h,3hg a2.35
Sgurse: Her Majesty's Stat.iclmery Office, Oversens Trade Accounts of the United Kitmdom, Lendon, 1900 to 1958,

Beloting to Trade and Hevigation of the United Kingdem, London, 1955 to 196k,

1




Apnerdix Teble 1k, Wheat, Larley, corn and rye prices in EEC mewber countries, Lf
1660, 1964, and projections to 1970 emd 1975

D7 (T 213

% ;-:er metric ton
Hest Germery : . 96.96 A 95,56 §9.06
France : . . gk 14 H 195,11 . TL.75 Bg.52
Italy . 106.25 106.25 123.14 : . 80.77 86.94
Yetherlands 9d.13 98.13 113.73 & 76.258 28.53
Selgium : . 97,67 97.67 113,20 : 78.00 8l .08

% per metric foR---—m-emmrme e : & per metric i

Bye
Hest Jerpany 97.16 89.87
Trance ;. R . e : £5.0k 8268
Thaly . &. RE . 98.41 86.9%
Hetherlacds : T1.63 8%.00

Pe lgium : : 73.43 85.:5

1/ Exeluding Loxembourg.

2/ Bverage of 1959, 1360, ard 1961 prices.
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3/ fverage of 1963 and 1954 prices.

Scures: Date are ca_culeabed or baken directly from Ponald J.







