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Jeicencun

FEDZRAL REPUBLIC OF GZRMINY

I. Znuneraticn of Stete~trading enterprises

(a2) Spirits mcnopcly

This monopoly comprises: othyl alcchol, undenaturcd ethyl alcrhol (mixtures
of ethyl alechol and water) and brendy (undenatured cthyl alechel with a considerable
content of ingredients giving the taste and smell). Such spirits are subject tc the
import menepely of the Federel Menopoly Sdninistrotion, unless an excoption from the
impert prchibition is provided by lezal prescripiions or unless the Federal Monepoly
Lininistration has cxpressly autherized importation. Legal oxempticns from the
inport prohibition oxist for rum, arrack, c:gnac anld liqueurs. For brandy obteined
through free trade anmeng the member Statos of the Community and the associated
overscas countries and torritorics, and for armegnac, whisky, gin and goneva, an
inport liccnee of the Federal Mencpely Adninistration is granted provided that
certein speeific eonditions are fulfilled.

(b) Inflemmabler monopely

This ncnopoly comprises: natches, firc-lightors mnde of straw, board, shavings
cr any othor material, vestas madc of stenrine, wax ¢r similer naterials.
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II. Reason and purpose for introducing and maintaining State-trading enterprises.

Lozl Basis

(2) Spirits Mcnopoly

Within the Fodlcral Reopublic of Gornmeny, the Spirits Monopoly is operated by
the Focerel Monopcely Jdrdnistration, in pursuance of the Spirits Monoposly Law
cf 8 fpril 1922 (Rsichsscsetzblatt I, page 405). The Spirits Monopely is a
financiel monopcly (.&r'bicle 106 of the Fundenental Lew of the Federal Republic
cf Gernmany) which is required to contribute to Gevernnment revenue. In addition,
it was esgtablished for purposes relL ting to agrlcultural, socizl (particularly for

the niddle classes) and =2ccnomic pclicy.

With a view to improving agriculture and mainteining and increasing the
productivity of light and poor soil, the Spirits Mcnopoly promotes the preduction
of spirits in rurel undcrtekinzs, thus making it possible to utilize certain
surplus root crops (processing) which cculd otherwise not be used profitably in
these areas far away from the market. The resilués obtained on the farm from
the distilliné, of potatoes and groins constitute valuatle feeding gtuffs for
livestcek and cen thus be used toc advantage in .animel husbandry. The increased.
quantities of fertilizer resulting con be used further to improve yield on the
farms concerned. In addition, fruit farms can use any unparketable surpluses
of fruit in the distillery. '

The economic ain of the Monopcly is to supply the domestic economy with
the quantities and types of spirits needed, to prevent over-production of spirits
and Yo promote the sale and consumption of spirits for industrial and technical
purposes.

In order that these comestic eccnomie policy obJect:.ves may be attained,
the production, precessing and import of spirits have to be controlled; for-
imports, however, broad exceptione arc granted by law an? under the regulations
of the Federal Monopely [dnministration. .

Paragraph 3 of the Spirits Monopcly Lew states in this connexion:

"The Federal Moncpoly /dministretion has the exclusive right of importing
spirits, with the exemption of rum, arrack, cognac anc liqueurs, into the
territory of the Monopoly. Imports by cthers are prohibited. The Federal
Monopoly Administration may grant exceptions.”
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(v) Inflammables Monopoly

Within the Federal Republic of Germany, the Inflarmables Monopoly is operated
in pursuance of the Imflammables Monopoly Lew of 29 January 1930 (Reichgesetzblatt I,
pege 11) by the German Inflmbles honopolv Company.

The. Inflammables I»xoncpoly is basecd on o contract regarding the grant of a
loan to the German Reich, concludel on 29 October 1929 between the German Reich
on the one hand, and the Svenska Téndskicks iktiobolaget, Stockholm - now a2t
JonkSpping - (STuB) an? the Financieele Maatschappij, Kreuger Toll, Insterdenm
(which has ceased to ex.lst) on the other hand. The loan was granted on condivion
that an Inflammables Mo'mpol:y was established Sor a period of at least thirty-two
years and until full redemption of the loan. The Inflammables Monopoly came into
operation on 1 January 1930. The amount of the debt is now DM 47.99 million (as

of 30 September 1974).
Paragraph 2 of the Inflammables Monopoly Law reads, in extracts, as follows:

"nless otherwise provided in this Law, the Inflemmebles Moncpoly comprises
the import of inflammables from other countries into the area of the monopoly
(mport monopoly), the export of 1ni‘lanmables to other countries from the

area of the monopoly (export monopoly)...m
III. Description of 'bhe functioning of the _State~trading entergr:.ses

(a) Spirits Nonopolx

The Federal Monopoly dm:t.mstratlon imports u.nprocessed spirits to the extent
needed, by quentity or type, to make up the shortfall in domestic producticn. The
Law does not provide for any export monopoly and does not restrict exports. The
Federal Monopoly fAdministration does not take part in export trade, which is
entirely left to the free economy.

Under paragraph 3 cf the Sp:.r:.‘bs Monopoly Law, private traders may import
without restriction. This provision has beecn substantially extended by the
Monopoly Administration by special provisions. IExports by private traders ere
not subject to any restrictions or conditions.

Trade in products with a spirits base is carried cn by private traders,
since for many decades the Monopoly .dministration has not aveiled itself of its
right to manufacture and sell brandies (paragraphs 83, 90, 95 of the Spirits
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Monopoly Law). The bMcnopoly hAdministration has the exclusive right to purchass
or import alcohol.

The Menopely .Ldninistration does not engage in exports; these are effected
by private traders, subject only to the competitive conditions of the free market.
The quantities of alcchol imported by the Monopoly idministration depend on
domestic needs, to the extent that these cannct be covered by domestic production.
The quantities of brandies imported depend on sales possibilities.

Export prices correspond to domestic prices free of taxes and monopoly
cherges. - Imported products are nct subject to any price incrsase, but to a
monopoly compensation charge which corresponas to the tex and monopoly charge
applied on domestic precducts.

The Federal Monopoly fdministration does not enter into any long-term contracts,
and does not serve to fulfil contractual obligations entered into by the Government.

(b) Inflammables Monopoly

Within the Federal Republic, producers of inflsmmebles are partners in the
Inflarmables Monopoly Company. They share in the overall needs of the Monopoly
Company according to quotas 2llocated to them by the Company. The Monopoly
Company pays for inflommebles supplied by producers at fixed prices s to which the
inflammables tax is added. It sells inflammables at mon0poly prices to tradmrs,
who in turn sell them .tc consumers at fixed retail prices.

Imports and exports of inflarmables zre also within the responsib:.l:.'&'f'of
the Monopoly Company, but to date there have been no imports or exports .of
inflammebles.

Private traders mey not import or export inflemmebles. S‘ba’te-%rading methods
are used if tne Federal Government has to fulfil the coniractual obligations
mentioned above.

IV. Staistical information

(2) Spirits Monopoly



L/ 4140/ 4447

Page 5
Imgortsg/
By monopoly administration By private traders
A"‘(’gu‘llg_i;g g‘far nl ] Value in hl Value
: y in spirits | DM®000 of spirits | DM'000
1972/73;/ - - 650,151 316,650
A973/746 . - Lo - 560,627 3464797
E_X‘QOI"!':S‘J
1972/731/ ! - 130,890 40,590
1973/74 - /125,395 51,937
%he figures for the year 1973/7/ are provisional.
Foreign trade statistics
Domestic Production
Alcohol
Total '
. Production Not purchased _ Purchased
Accounting by the lMonolopy Administration
year ) - "
hl of spirit hl Value in Value in |
(bl of spirits) DM'000 bl DM'000
1972/73, 3,138,770 | 845,369%, 196,609912,293,40L | 276,488
1973/74 3,498,225 | 845,823% | 214,706%]2,652,402 | 362,227

. The figures for the year 1973/74 are provisional.

2/ Including spirits which the Mcnopoly distilleries had been authorized to
sell for industrial use or for export. 1v72/73: 122,016 hl; 1973/74: 118,271 HL

With respect to the quantities mentioned in note 2, the price was fixed at
DM 52.18/h1 for 1972/73 and DM 72.94/hl for 1373/7. (average purchasing price for
spirits for industrial use from ethyl alcohol distilleries). For the remaining.
spirits (1972/73: 723,353 hl; 1973/74: 727,552 hl), because of the broad range
of different types of spirits and in the absence of other criteria appliceble
under paragraph 106(3) of the Spirits Monopoly Law, the price was fixed at
DM 263/hl for 1972/73, and for 1973/74 et DM 263/hl with respect to 25 per cent of
the quantity not purchased by the monopcly end at DM 290/hi with respect to
75 per cent of the quantity not purchzsed. The regular selling price was raised
with effect from 1 January 1974 fror DM 263 to DM 290.
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(b) Inflammables Monopoly
Exports and imports: nil.

Domestic Production

Year. Million matches Value in MDM

1973 | 99.513 72.9%
The figures for the year 197/ will not be available before June 1975.

V. Reasoﬁs why no foreign trade has taken place in the oducts -affected

(a) Spirits Monopoly

No comment.

(b) Inflarmables Monopoly

Accérding to paragraph 3, No. 12 of the contract, imports can be affected
only if the demand cannot be covered by domestic production.

Paragraph 3, No. 12 of the contract reads as follows:

"The inflammables of the 'DZVAG' (German Inflammables Mcnopoly Company) have,
in primciple, to bs manufactursd within the monopoly area. They must be
kept availabie in adequate guantitvies and types to mee’ domestic demand. If
deliveries by the Swedish group lag behind the quantity corresponding to
their quota, the compensation skall be effected by an increaged delivery

by the Gecman group. If it is not even thereby possible to meet demand, the
’DZVAG' shall have the right to import the quantities lacking..."

The capacity cf domestic manufacturing plants 1s, at present, utilized to
the extent of about 80 per cent only.

Lecording to paragraph 3, Ne. 1l of the contract, exports can be effected
only at the domesti.c purchase prices, increased Ly 10 per cent.
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Paragraph 3, No. 11 of the contract reads as follows:

"Inflammables shall not be exported at prices lower than the purchase prices
prevailing for the corresponding kinds, increased by 10 per cent...”

These prices are not competitive on the world market.

3* * ¥*

As regards State trading in the sgricultursl sector there have been no
changes since the notification contained in document 1,/3514/244.3.



