RESTRICTED. -

GENERAL AGREEMENT ON La/ﬁﬁllﬁ?gﬁl
TARIFFS AND TRADE Limited Distribution

Notificationg. Purguant to Article XVI:l

Addendum

AUSTRIL

L. MITK IND DLIRY PRODUCTS

-I. Nature and extent of subsidy

(a) Background snd authority

The granting of an official subsidy sims at guaranteeing to farmers a price for
milk delivered, corresponding to production costs of en efficiently managed and
equipped enterprise in an area favourable to milk production. On the other hand,
consumer prices for milk and dairy products are, thereby, mainly for social and
economic reasons, kept as stable and low as possible by means of ceiling prices,

Legal basis

The Law on Price Regulation, Federal Law Gazette No. 151/1957, in its present
version, as well as relevant price reguletisns issued by the Federal Government
(fixing of producer price for milk and consumer cciling prices for milk and other
more important dairy products).

The Federel TFinance Law (approvel of total subsidies for milk for the relevent
calendar year).

The Law on Market Regulation 1967, Federal Law Gazette No. 36/1968 in its
respective version.

(b) Incidence
(1) The milk price for the farmer is not a guarenteed price but a guiding price

based on the Law on Price Regulation. Up to 31 December 1972 the guiding price
including the official subsidy amounts to 229 groschen per litre (222.4 groschen
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per kg.) at a fat content of 3.5 per cent. .is from 1 January 1969, a
quelity supplement of 7.21 groschen per litre (or 7 groschen per kg.) is
granted for first quality milk, i.e. presently about three quarters of the
total amount of milk delivered. A4s from 1 June 1971 an additional quality
supplement of 25 groschen per kg. for first quality milk, of 17 groschen

per kg. for second quality milk, and of 5 groschen per kg. for third quality
milk is granted. Jis from 27 November 1972 these supplements are raised from

25 groschen to 40 groschen (first quality)
17 groschen to 27 groschen (second guality)
5 groschen to 8 groschen (third quality).

Ls a consequence of the introduction of added value tex as from

1 January 1973, the guiding price (without added vdlue tax, including the
official subsidy) amounts to 217 groschen per litre (210.35 groschen per kg.)
at a fat content of 3.5 per cent., A4s from 1 fpril 1974 these supplements
are increased from 40 to 70 groschen (first quality), 27 to 47 groschen
(second quality; the supplement for third quality amounting to & groschen
ramains unchanged). A

(ii) However, this guiding price is reduced by the contribution for sales
promotion and by the payment of milk recording charge; while the latter
remained unchanged at 1 groschen per litre, the contribution for sales
promotion varied in its drain on the farmers accorfing to the delivery to
the market and the international market situation.

The contribution for seles promotion per litre of milk delivered, based on
a fat content of 3.5 per cent, amounted to the following:

1. fos

4s from 1 Lpril 1968, the contribution for sales promotion, formerly
Emergency Fund of lgriculture, also comprises 1 groschen of contribution for
publicity.
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I per cegt Groschen
Gotr: il

1966 and 1967 2.25 2

1968 (as from 1.1.) 5.6 5

1968 (as from 1.4.) 22,2 203/ B
190 (as from 1.1.) 38.53/ 20
1969 (as from 1.3.) 30.8 16
1969 (as from 1.5. 21.2 11
as from 1.9.) 15.4 8
1970 (as from 1.7. 38.5 20
as from 1.11.) 21.2 11
1971 (as from 1.2. 15.4 8
as from 1.8.) 11.6 6
1972 11.6 6
1973 (up to 28.2.) 11.6 6
(as from 1.3.) 30.8 16
as from 1,7.1973 21.2 11
1.4.1974 27.0 14
1.7.1974 32.7 17
1.9.1974 38.5 20

1.1.1975 20.8 15.5

s

from 1 .pril 1968, the contribution for sales promotion, formerly

Emergency Fund of .griculture, also comprises 1 groschen of contribution for
publicity.

ince 1969, the official subsidy which serves as basic value was reduced
from 90 groschen to 52 groschen due to a respective incresse of the calculated
basic price.
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(iii) The increases in the prcducer price for milk which have become
necessary on account of the rising costs of working material and wages have
to an ever increasing extent been passed on to the consumer price.

(iv) The Dairy Production Board is entrusted with verious administrative
tasks (control of production and sales, promotion of quality, regulation of
production areas and areas supplied, price equalization, transport equali-
zation cost, etc.) and, therefore, received the following subsidies to
cover relevant expenditure:

1966 S 294.8 million
1967 S 329.3 nillion
1968 S 397.3 million
1963 S 462.3 million
1970 S 462.3 million
1971 S 462.3 million
1972 S 457.7 million
1973 S 451.0 million
1974 S 458.0 millionl/

(v) Furthermore, in the years under review, the Federal Ministry of
Agriculture and Ferestry placed the following sums, derived from various
sources of income, st the disposal of the fiustrian Dairy and Cheese Dairy
Lssociation, Ltd., which is charged on the basis of a contract with sales
promotion and other measures:

;éithout means for price reduction for skim milk amounting to S 32 million.
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‘ Extra profits
Pursuant to Purs1i1ant ft-ct’h : from Iv.:xpor't
para.9 of the pfdrail.c Z ; ® | Contribution transactions
Market Regulation | 7 't?o Egu- for sales (GATT) Sum total
Law. (increase in ?. Lon taw ' promotion higher proceeds
consumer price) - equ allg.lgziion) from cheese
i : export
1966 115.0 10.2 38.9 164.1
1967 120.0 1004- 42-3 :‘72oly
1968 125.3 11.8 186.5 435,
1969 267.4 10.7 152.7 430.8
1970 99.3° 11.0 237.3 347.7
1971 132.9 7.7 ! 135.9 5.0 281.5
1972 41.8 23.5 107.9 2.6 175.8
1973y 15304 . 17.8 22803 1.3 H
19747 201.6 15.7 I 403, | | 620.3

-%ncludln,_, S 9 nillion from the levy on imports of oilecks _which has been
cancelled in the meantime.

noludlng grant of the Federation (S 99.8 million)

rovisional.

(¢) end (4)

. Extent of subsidy and smount per unit

Delivery : Subsidies from budget funds
(in million tons) |  AS million groschen/kg.

1966 1.96 1,319 67
1967 2.1 948 45
1968 2.10 958 46
1960 2.07 1,017 49
1970 2.10 1,072 51
1971 2.02 1,036 51
1972 2.11 993 L7
1973 ; 2,10 1,123 53
1974 2.12 | 1,128 53

ggrovisional figures.
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Among the measures for the promotion of domestic sales enforced by the Dairy
Production Board the temporary disposal of butter at reduced prices shoui: be
mentioned. (Disposal of butter at reduced prices to recipients of pensions and
anruities and to unemployed persons in December 1967; -table butter programme,
BEaster 1968; butter lard programme, as from 4 November 1968, table butter
programme, June 1970). Among the 1973 actions the following should be mentioned:
price reduction for butter lard, school milk programme, food relief for pupils,
addition (price reduction) of farm butter to whole milk exchangers, price-reduced
butter for children's recreation homes, disposal of milk from automats at a
reduced price in barracks, in 1974 also a price-reduced butter programme was
carried outb.

Furthermore, the Austrian Dairy and Cheese Dairy Asscocistion Limited has been
entrusted with the disposal of sidim mill powder at reduced prices within the country.

.Export subsidies from public funds and from the contribution for agricultural
sales promotion were continued for whole milk powder and butter through the
Austrian Dairy and Cheese Dairy Association Limited. From 1966 to 1968 these
subsidies amounted to an average of S 4.G7 per kg. for whole milk powder and
to S 15 per kg. for butter. In 1969 subsidies on whole milk powder and on butter
have increased slightly to S 6.52 per kg. and S 16.64 per kg. respectively.

In 1965 export in cheese had to be subsidized for the first time because of
the diminishing sales prospects on the international markets; this subsidy
amounted to an average of S 11 per kg. of hard cheese and S 5 per kg. of semi-
hard cheese. The average of this subsidy was in 1962 S 10.10 per kg. and S 8.10
per kg. respectively.

Whole milk | T s i Semi-hard
. powder | Butter . Hard cheese { cheese |
! _ ; .
‘}E‘.xport subsidies 1570 % 6.70 20.99 ‘ 7.75 : 8.63
net) 1971 P6.75 5.98Y 7.04 | 8.92
1972 . 3.89 1.0 | 6.67 § 8.94
1973 L 9.68 P 27.04 1 14.30 i 15.24

l‘/ Domestic cream.
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IIQ Effects of subsigy‘

() It is hardly possible to give a rough estimate of the effect of the official
subsa.dy of 52 groschen per litre of milk delivered, fixed as from 1 Jenuary 1969,
on the home market trade in dairy products; there are numerous other factors
exerting influence on exports-of imports providing, however, more or less
inferior stimuli as export is meeting with ma.nifold resistance.

‘The official subs:.d:x.es granted to the Da::.ry Production .Board serve the
purposes of the national market regulation and have stablilizing effects on’ the
pr:.ce structure, but no incidence on fore:.gn trade.

‘The official subsidies placed at the disposal of the Austrian Dairy and
Cheese Dairy Association Limited in addition to the disposal of skim-milk powder
and milk protein feeds at reduced prices fo farmers and mixed fodder plants enable
the exports of the Austrian dairy industry.

(b) " Statistical data regard:.ng production and foreign trade in the economic
years 1961 to 1973 are -herewith enclossed as enclosure 1 (4, B and c).

B. CATTLE FOR SLAUGHTER
I. Nabure a.nd ;‘}gﬁ;nt éf sﬁ'ﬁsigx
(a) Backeground and authority

Since sutumn 1966 the equalization levies of the Buropean Economic Community
for cattle on imports from third countries had been considerably increased.
In order to be able to maintain the traditional exports into the EEC area,
Austria had to grant export subsidies for cattle and on a smaller scale for beef
as well, by which the impact of the levies was partly compensated. The
subsidies were abandoned as from 1C ipril 1972 and had to be reintroduced as
from 23 July 1973.

Legal basis
The Lew on Market Regulation 1967, Federal Law Gazette No. 37/1968.

‘The Federal Finance Law (approval of the total subsidies for the marketing
of cattls for the respective calendar year).

(b) Incidence

The following table shows the extent of subsidy as well as the amount of
subsidized cattle for slaughter expressed in terms of beef,
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Qantity of exports . Export subsidies | = Average subsidy]

‘Total -Subsidized . ! (in AS'00CQ) |- per kg. ‘
(in tons) (in tons) L

1966 24,725 2,700 : 49499 1.66

1967 1413777 34-: 699 ’ : l;l, 501 1.20

1968 455900 435344 , 101,750 2.34

11969 36,503 30,605 | 67,842 2.22

11970 30,22/, 25,179 El -11) | 31,095 1.20

1971 41,181 47,076 (12.70 -i 108,927 2.31

| 12.71) )

11972 43,812 12,786 (1.1 - | 9,246 0.67

! 10.4.72)

h973 38,952 16,902 (as from 41,473 2,45

; 23.7 - 11.73)

1974, 39,518 48,816 (12.73 - 103,827 4o18

| | | 12.74)

, . !

II. Extent of subsidy

The subsidy enables Austria to maintain its competition in the traditional
markets of the EEC.

A statistic on the production and the foreign trade in cattle for slaughter
is enclosed as enclosure 2,

C. BREAD-GRAIN

I. Nabure snd extent of subsidy
(a) Beckground and authority

The aim of the subsidy on bread-greains, in force in Austria since 1952,
is on one hand to ensure stable and remunerative prices for the farmer and, on the
other hand, to keep flour and bread prices as low as possible for social reasons,
viz. to stabilize prices and wages, respectively.

Legal basis

The Law on Price Regulations 1970, Federal Law Gazette No. 151, in its present
version and the relevant price regulations (fixing of basic producer prices for
wheat and rye, of trade margins as well as of consumer ceiling prices for flour
and bread).
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The Federal Finance Law (approval of total subsidies for bread-grains for the
relevant calendar year).

The Law on Market Regulation 1967, Federal Law Gazette No. 36/1968, in its
respective version, providing for relevant market guidance measures.

(b) Incidence

In the case of bread~grains (wheat and rye) the official basic prices are
fixed by regulation after a hearing of the Price Commission; the mills have to
take over the grains at these prices which cover with a small margin the costs
of medjum-sized farms in lowland areas, but not in mountainous regions whers
bread-grain production is usually not marketed.

.As from July 197/, these basic producer pricésl, graduated per month, amounted
within the crop year (July to June) to the following (in schillings per 100 kgs.):

" for rye from S221.- to 252.-
-for wheat from S255.50 to 285.50

‘ Consequantly, the arithmeticel average annual price amounts to S235.67/100 kgs.
for rye and to $269.25/100 kgs. for wheat. The weighted average price, however,

is far lower, because more than 90 per cent of the marketed output are sold in the
first months of the crop year (till the end of October).

The prices indicated for wheat apply to products of average quality. A4s from
July 1974 a uniform basic price of S272.50 per 100 kgs.is fixed for wheat of certain
specified qualities.

Since 1962 a ba{ic price has also been fixed for domestic durum which has
been S337.50/100 kgs:t as from July 1974.

Transport costs, milling, trade end bskers! profit mergins are pooled, viz.
unified, so that the prices for bread-grains, flour and bread are the same
throughout the country.

1'I'I:i.vl:hout added value tax,
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(¢) The following sms (in S million) had been spent on price

subsidies, freight equalization payments, etc. in bread-grains our of means of

the budget:

1966
1967
1968
1969
1970
1971
1972

1973

1974

% ee oo e0 ac e

476
175
139.9
137
132.1
123.8
1250 -
134.9
151

Prices graduated per month had been introduced for wheat and rye at that

time in order to give the farmer a stimulus towards increased storage.

However,

the lack of appropriate storage place and dehydrators as regards the farmers as

well as the increased marketed output owing to further mechanization,
especially at harvest time prevent own storage in the desired extent.

In order to secure the smooth acceptance of marketed quantities and in
order to prevent a fall of the officially fixed producer prices, contributions
for the storage of bread-grains are made within the framework of the existing
Grain Market Regulation out of public funds, by mills, co-operative societies,

and trzdesnmen,

The following amocunts have been expended:

1966
1967
1968
1969
1970
1971
1972
1973
1974

n

0 & n o u n O K

119,0 million
128.0 million
200.0 million
287.5 million
253.6 million
202.3 million
318.8 million
289.8 million
226,0 million
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Owing to the differences in the planning of the respective storage programmes,
the statement of average costs per ton would be of no value.
In 1974 no subsidies had been necessary for imports in bread-grains, as the

prices for imported goods (only durum wheat) generally ranged below the prices
fixed for comparable domestic gocds. -

- The means normally used for this are contained in the amount for subsidies
stated under item (c).

(@) Subsidies for domestic bread-grains per unit, as from July 1972:

. . ' '

A , Contract wheat

?:Z?:lwgg::§: confirmed as Rye Durum wheat

/100 kgs quality wheat | S/100 kgs. 8/100 kxgs.

: 8/100 kgs.
Subsidy" 5 17 20 17
Additional
subsidyl - 7 - 48
Quality 2 _ |
supplement - 8.50 - B
1

Paid from federal means.
%Paid by the mills. -

II. Effects of subsidy

(a) Vith regard to the development of production in Austria and to market regu-
-lation for bread-grains limiting imports to the quantities in demand, the quanti-
tative effect of subsidies is but a secondary element.

In order to provide an incentive for an increased cultivation of feed grains
at the expense of wheat, an approximation of relative prices was effected; as
from 1 July 1973, the prices of feed grains have been increased and as from
1 July 1972 the subsidies for normal wheat (soft wheat) have been reduced to
S 5/100 kgs.
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The declining tendency of rye production could be checked by a relevant price
formation.

The cultivation of high-quality wheat (contract wheat) is still promoted by
price supplements (premiums), resulting in a producer price of S 272.50/100 kgs.
(without turnover tax). In autumn of 1973 with effect to the 1974 harvest the
cultivation of quality wheat (contract wheat) was expanded enabling an increase
in the marketed output by approximately 50,000 tons in 1974. It must, however,
be considered that optimum yields could be achieved in that year. The price for
durum wheat was also increased by premiums to S 402.50/100 kgs. (without turnover
tax) as from July 1974. '

This price policy discussed above in detail, makes prospective planning of
cultivation possible according to the Law on Market Regulation. On the other
hand, the stabilization of bread prices on a comparatively low level brings about
a slower recession of bread consumption than would be the case without subsidies -
owing to shifts in consumption connected with the rising standard of living.

(b) Statistical data regarding production, total consumption as well as imports
and exports during the last three economic years are given in annex as enclosure 3.

D. FEED GRAINS

I. Nature and extent of subsidy

(a) Background and authority

Import prices for the most important feed grains (maize, barley, and fodder
wheat) have been fixed at a certain level, necessary for encouraging the production
of feed grains, especially to the debit of wheat cultivation.

Legal basis

The Law on Price Regulation, Federsl Law Gazette No. 151/1957 in its
respective version and the price regulations issued by the Federal Govermment.

The Federal Finance Law (approval of total subsidies for imported feed grains
for the respective calendar year).

The Law on Market Regulation 1967, Federal Law Gazette No. 36/1968 in its
respective version (import planning and other market guidance measures).
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(b) ZIncidence

The subsidies are paid to the importer who, on his part, is required to observe
the fixed wholesale prices for import feed grains. "In 1967 and 1968 there had
been no import subsidies as the prices of imported goods were generally below the
wholesale prices, which had been increased since mid-1966. Since 1970 world market
prices are above domestic prices, so that required imports had .again to be
supported. o )

(c) - Extent of subsidies:

(1) Defrayment of storage costs: 1966 S 23.20 million,
1967 S 47.20 millionm
1968 S 3 million
19699 S 31 million
1970 'S 83 million
1971 S 50 million
1972 S 47.6 million
1973 S 59.3 million
1974 . S 79.5 million
(S 203000 million
of which for import
subsidies)
(2) Restitutions of transport costs: - ° 1966 - S 26,000,000
1967 S 42,800,000
1968 S 27,600,000
- 1969 S 29,900,000
1970 S 34,700,000
1971 S 28,000,000
1972 S 28,000,000
1973 S 43,900,000

]'Increased storage because of Suez crisis.
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(d) Amount per unit

The average storage costs in the reported years amounted to about..S 161
per ton per month, for an average storage quantity of 20,000 tons per month.
About one third of this quantity concerns domestic feed grains. A4s from 1970
about- 290,000 tons, as from 1971 only about 113,000 tons, as from 1973 200,000 tons
and as from 1974, 145,000 tons of domestic feed grains have been stored.

II. Effects of subsidy

(2) The subsidy for imports of feed grains has had the function of stabilizing
prices. .. .

The defruyment of storage costs serves also the purpose of price equalization
and market regwlation.

(b) Statistical data on production as well as imports and exports during the
past three economic years are given in the annex.

E.  FERTILIZERS

(a) Background and authority

The import prices for basic fertilizers (Thomas slag and potash fertilizers),
which cannot be produced within the country owing to the lack of raw materials,
have been reduced to a level which contributed considerzbly towards profitable
production.

Furthermore, fertilizers, such as superphosphates and hyper-phosphates, the
imports of which had been necessary in former years, are sold by means of budget
funds at reduced prices, similar to imported goods.

For financial reasons the official subsidies affecting the price reduction
of phosphatic and potash fertilizers in 1968 have been reduced by 5C per cent,
as compared with the preceding year. Ais from 1 January 1971, only a subsidy for
transport costs is granted; this constitutes a further reduction by 50 per cent
of the official subsidy.

Legal basis

The Law on Price Regulation, Federal Law Gazette No. 151/1957 in the
respective version.

The Federal Finance Law (approval of total subsidies for the price
reduction of fertilizers in the respective calendar year).
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(b) Incidence

' The subsidies are paid to the importer who, on his part, is required to
observe the fixed low wholesale price for imported goocds.

(¢) Extent of subsidies (in S million):

1566 57458
1967 302.58
1568 163.75
1969 163.75
1970 163.75
1971 110.00
1972 79.2
1973 79.2
1974 80.0

(d) Amount per unit

As from 1 January 1671 in the case of potash fertilizers the subsidy for
transport costs amounted to an average of S 100.00 per ton (viz. S 200.00 per
ton per cent X50) for a total amount of about 300,000 tons.

As from the same date in the case of phosphatic fertilizers the average rate
of subsidies for transport costs was S 70.00 per ton (viz. S 320.00 rer ton
per cent P205) for a total amount of about 700,000 tons.

IT. Effects of subsidy

In the last decade the subsidy contributed towards a considergble increase of
the consumption of fertilizers and hence to a raise of production. The bisection
in 1968 resulted for the first time in a recession of consumption by about 8 per
cent in 1968, as compared with the preceding year. '

The 50 per cent reduction as from 1 January 1971 agein resulted in a recession
of consumption by about 13 per cent. The introduction of the added value tax as
from 1 January 1973 amounting tc 16 per cent as well as increasing world market
prices lead to further sales decreases.
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Production and Foreign Trade

Balance sheet for slaughter cattle (heads)

Year

1969
1970
1971
1972
1973
1974

Import
life cattle

522
194
295
10
12

Export
life cattle

53,654
43,044,
58,612
61,860
48786
58,138

Imports and exports of meat (metric tons)

1969
1970
1971
1972
1973
1974

Reef and Veal

Imports

2,195
16,944

13,099

12,599
13,496

2,077

Exports

2,790
3,358
51329
6,173
65930
4,618
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Production

525,997
486,952
523,719
527,576
518,673
620,068
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ANNEX 3

Production and Foreign Trade

Economic

Imports, exports

Description of products yearl 1000 tons Production
10.01 10,20,30
11.01 10 Yheat (and flour 1971/72 17 - 974
of wheat in cereals 1972/73 80 - 863
equivalent) 1973/, 12 - 939
10,02 Rye 1971/72 - - 448
1972/73 - - 402
1973/ 74, - - 400
10.03 Barley 1971/72 26 1, 1,016
11.07 (including malt in 1972/73 64, 23 977
cereals equivalent) 1973/74 75 19 1,087
10.04 Oats 1971/72 19 - 284
1972/73 25 - 255
1973/74 12 - 284
10.05 Maize 1971/72 71 2 721
1972/73 45 1 726
1973/74 75 1 966
10,07 Other ceresls 1971/72 3 103
1972/73 3 - 95
1973/74 11 112
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