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TRENDS IN PRODUCTION. CONSUMPTION, AND TRADE
IN CEREALS IN THE EUROPEAN ECONOMIC COMMUNITY

The delegation of the Commission of the European Economic Community has
forwarded to the secretariat the following communication in connexion with the
discussion on item (ii) of document TN.641/CeA/l.

At its meeting in July 1965 the Group on Cereals agreed that each delegation
participating in the negotiations would present to the next meeting of the Group
a document showing the "factual data, projections and exchange of information
permitting each participant to form an opinion on the effects on production,
marketings and market access of commitments offered by the countries participating
in the current negotiations".

The present document contains a review of recent in cereals production,
consumption and trade in the European Economic Community, together with a brief
analysis of the factors involved in the trends noted, This should also make it
possible to identify the medium-term trend for the cereals marketed in the
Community in order to bring out the real scope of the commitments which might be
entered into within the framework of a General Arrangement.

I. EVOLUTION OF THE COMMUNITY MARKET FOR CEREALS
SINCE THE PRE-WAR PERIOD

A. EVOLUTION OF CEREALS PRODUCTION,

Trends in cereals production arc determined on the one hand by the evolution
as regards the acreage for each crop and on the other hand by the trend in yield.

1. Evolution of acreage (series II tables)

Between the pre-war period and 1962/63-1964/65, variations in cereal acreage
for the Community as a whole were slight. The total area under cereals cultivation
even declined by 11.9 per cent, representing 2.9 million hectares in relation to
a total sown area of approximately 21.4 million hectares.

A more detailed picture can be obtained, however by examining each member
State in turn and considering wheat and coarse grains separately.
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(a) Wheat

B&t'wen-'1934/1938'and 1962/63-1964/65 the area under wheat in the European
Economic Community declined by 1,282,000 hectares, representitng'12,2 per' cent.:

Ts decline affected France, where the present tendency is towards slight
extension, and'Italy; the decline in these two countries amounted to 955,000'and
606,000 hectares respectively.

In the BLEU, the Netherlands and the Federal Republic'of' Germany where
some degree of.stabilizatipn became .apparent between 1958/59 and 1963/64 the area
under wheat has exceeded the pre-war.level. In Germany in particular, the area
under wheat was 255,000 hectares larger in. i962/1963-1964/65 than in 1934/1938.

The increase in acreage in these countries.does not actually affect the
total acreage for the Community, for the three together represent only 17 per cent
of the area under wheat cultivation in the Community as a whole, while Italy and
France. account for more than 40 per cent each,

(b). Coarse grains

At the Community level, the decline in coarse grains aCc has been of the same
magnitude, amounting to 12.8 per cent as compared with the pre-war level.

The decline in acreage of oats (except in the Netherlands) and rye (even in
Germany) has in most cases been accompanied by a corresponding increase for barley
and maize.

The acreage under barley has increased in all the member States except Italy,
and particularly in France where it rose from 742,000 hectares in 1934/1938 to
2,358,000 hectares in 1962/63-1964/,65.. The area under maize has shown an overall
increase of 11 per cent in the two producing. cuntrics (France and Italy); but
the increase is mainly accounted for by France, where the acreage treble.d,, while
there was a certain decline in Italy.

The causes for the increase in barley and maize acreage to the detriment of
acreage under rye and oats and cereal mixtures fall into two groups:

- as regards production techniques, on account of the results obtained.."from
genetic selection of barley and the introduction of hybrid maize;

as regards utilization, because of the development of mechanization which has
led to an appreciable decline in oats requirements, because of a substantial
change in export economy including greater market activity in coarse grains
which has been reflected in less cultivation of mixed cereals, and because
of growing accessory needs of co:)arse 'grains both ftrr cuaimal feed and for
industrial use.
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The fact that :the trend in wheat has been so different from that in coarse
grains is certainly due, in large measure, to the price policies of the member
States; for example, the trend in producer prices in Italy accounts for the
decline in the area sown, while the trend in wheat and coarse grains acreage in
the Federal Republic of Germany seems attributable not only to the price
relationship between wheat and coarse grains but also to changes in consumption
of the various cereals. On the other hard, developments in France can be
accounted for by price support measures on maize.

2. Tenisei (series III tables)

The second factor considered in studying the production trend is the, yield
rate. The tables in series IlI show the evolution of yield of wheat and coarse
grains in the member States for the pre-war period and since the 1950/1951 crop
year.

The outstanding factor of the period considered is the rather considerable
increase in yield in the member States. But there again, as in regard to acreage,
there are appreciable differences between wheat and coarse grains, and between each
of the member States and even within individual member States.

(a,) Whecat

As may be seen from the tables annexed hereto, wheat yield for the Community
as a whole rose by 63 per cent between the pro-war period and 1962/63-1963/64, the
average annual growth rate over the period 1950 to 1963 being 2.1 per cent.

The most noteworthy progress was in France where wheat yield rose from
15.6/100 kgs. per hectare to 29.7/100 kgs. per hectare in 1962/63-1963/64, an
increase, of 90.4 per cent; the corresponding increase was 53.1 per went in the
Netherlands, 48 per cent in Belgium, 44 per cent in Germany, and 37 per cent in
Italy...

(b) Coarse grains

Although there has been a marked improvement in wheat yleld in the Community
the evolution has been somewhat different for coarse grains.

There has indeed been a substantial increase in maize yield: an increase of
57.9 per cent froin the pro-war period to 1902/63-1964/65 for the Community as a
whole, out of which France and Italy increased their yield by 82.9 per cent and
60.,3 per cent respectively. But the figures reached (even in France) fell short
of estimates. .

As regards barley, there 'has been some slowing down in the growth rate in the
past three harvests.
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The increase in yield, which can account for the increase in cereals
production, is due to many causes acting in combination. Industrial progress has
made it possible to provide farmers with growing quantities of production factors
of industrial origin (fertilizers and machinery) at relatively low prices. To this
must be added agronomic research which has provided a great variety of quality
seeds, introduced new and more productive varieties (hybrid maize) or more
efficient herbicides and has publicized modern techniques of cultivation. All
these factors account for past developments but they also give grounds for the
expectation that, to a considerable degree, the rate of increase will be lower
in coming years.

3. Evolution of cereals production (series I tables)

Total production of all cereals by the Community as a whole has risen more
than 41 per cent above the pre-war level - from 41,024,000 tons in 1934/1938 to
57,946,000 tons in 1962/63-1964/65. It should be recalled that, over the same
period, production by other countries has risen by a total of 49 per cent.

The evolution has been rather different, however, as regards wheat on the one
hand and coarse grains on the other. Whereas wheat production rose 45.2 per cent
above the pre-war level (with an increase of 8,597,000 tons), coarse grains showed
an overall increase of 51.2 per cent, production of maize and barley having b Den
respectively 1.7 and 3.5 times greater than in the pre-war period, while produc-
tion of rye and oats showed an appreciable decline (a reduction of 19.2 per cent
and 15.7 per cent respectively).

It should also be noted that there was some change in the structure of cereals
production between 1934-1938 and 1963-1964. As may be seen from the following
table, while the share of wheat in overall cereals production has risen slightly,
barley and maize have achieved appreciable gains at the expense of rye and oats.

(in percentage terms)

1934-1938 1962-1964

Wheat 46.4 % 47.7 %

Barley 8.1 5% 19.9

Oats 22.8 % 13.3 %

Maize 8.8 % 10.9 %

Rye 13.0 % 7.4 %

Other cereals 0.95 o.8 X
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B. EVOLUTION OF CEREALS CONSUMPTION (series IV tables)

A series of characteristic features dan be seen from a studyr of cereals
consflmpti n in the.European Economic Community in recent years and the evolution
since the 1950-1951 crop year:

demand for cereals has risen by more than 44 per cent, particularly for
animal processing purposes;

- the rational introduction of wheat. in animal fced;

the decline in wheat flour consumption, including hard wheat flour, as
compared with the pro-war period;> reduction in per caput consumption has,
however, been offset by population growth and by improved milling rates;.

- a change in the. pattern of supply for coarse grains, oats and rye having
tended to give way to maize and barley;

- an inverse trend in the quantities used for animal feed and human feeding.

Utilization of Cereals for Human Feeding and Animal Feed
(volume-indices 1955/56 = 100)

Between 1950/51-1951/52 and 1962/63-1963/64, total consumption of all cereals
in the Community increased by 40 per cent, from 46 million tons to 64.6 million tons.
The development has been somewhat different, however, from one cereal to another.

European Economic 555 567 5/85/9°55/56 156/57 157/58 58/59 159/60 60/61 61/62 62/63 63/6i

Animal feed .100 112 112 .114 126 128 132 137 147

Humaneeding 100 98 99 99 97 98 98 97 96
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1. Wheat consumption

During the period 1934-19,58, average annual consumption of wheat in the
member States was 22.3 million tons; in 1961/62-1963/64, total consumption
in the European Economic Community amounted to 27 million tons, i.e. an increase
of nearl 2 er cent. Total wheat consumption rose by 13 per cent in relation
to 1950/51-1952/53.

During the same periods, however, and more particularly since the 1957/58
crop year there was a considerable increase in the quantities of wheat used for
animal feed (especially poultry and mixed feeding industries).

In France, for example, taking the average for 1962/63-1963/64, 24,2 per cent
of wheat production was used for animal feed whereas in 1950/51-1952/53 an average
of only 167,000 tons, or 2.15 per cent, was used for similar purposes. In the
Federal Republic of Germany, and still more in the Netherlands, there has been a
considerable increase in utilization of wheat for animals while in Italy and the
BLEU it has remained relatively low.

This trend is mainly attributable to the rise in consumption of animal
products derived from cereals processing, in combination with increased income
and higher quality demand as regards foodstuffs. During a certain period this
trend was strengthened by the availability of fodder wheat for import at lower
prices and by the subsidies granted in certain countries on domestic wheat which
had been denatured. Thisnew and important factor has made it possible to absorb
quantities of what which were either not usable for human purposes or were in
surplus.

Since 1934-1938, there has been a marked and steady decline in human con-
sumption of products based on wheat. It should be noted, however, that per caput
consumption has declined more sharply than total consumption. From an estimated
level of 101.5 kg. during the period 1934-1938, average per caput consumption fell
to 84.;3 kg. in 1963/64.

EEC In kg. per caput per annum

Pre-war 101.5

1955/56 93.0

1956/57 90.6

1957/58 90.9

1958/59 89.4

1959/60 88.6

1960/61 88.0

1961/62 87.0

1962/63 85.7

1963/64 84.3

'Data in terms of gross weight (weight of flour, foodstuffs, etc.).
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Thus, in less than ten years there was a decrease of 9.4 2er cent in human
Ption on wheat. Only in Italy did consumption of -products

based on wheat, amounting to 121 kg. per caputsremrain unchanged-over the 'pVriod
1955/56 to 1963/64. .It should be noted that for the year 1963/64, per caput con-
sumption was 51.7 kg. in the Federal Republic of Germany, 67 kg. in the
Netherlands, 81 kg. in the BLEU and 89.9 in France.

2. Consumption of coarse grains.

Consumption of -coarse grains has developed still more rapidly than that of
wheat... In index terms, cn the basis 1934-1938 = 100, it rose to 144.3 for the
period 1961/62-1963/64.

The trend varies, however, from one cereal to another. Between 1950/51 and
1963/64, rye consumption dropped by 15 per cent while consumption of oats remained
relatively stable (5.4 per cent increase), whereas the salient feature for this
period was an exceptional increase in barley consumption which more than doubled
(2.4 times) and, more particularly, maize consumption which grew by about'
2.8 times.

Similarly to wheat, however, human consumption of coarse grains declined
from 1950/51 to 1963/64. There is no doubt that the decline in consumption of
rye (in Germany) and maize (in Italy) as a foodstuff is a social phenomena
cc;nnected with a general improvement of living conditions*

The analysis of coarse-grains consumption also shows a change in pattern.

Whereas in 1950/51 oats accounted for 36.7 per cent of total consumption,
rye 24 per cent, barley 21.6 per cent and maize 17.6 per cent, in 1963/64 maize
headed the list with 38 per cent of total coarse-grains consumption followed, in
declining order, by barley (29 per cent), oats (21.5 per cent) and rye (11.4 per
cent).

C. EVOLUTION OF EXTERNAL TRADE IN CE-.{EALS (series V and series VI tables)

The member States of the EEC consume more cereals than they produce and are
therefore obliged to import from third countries. The series V tables show in
fact-that the degree of self-sufficiency for all cereals is remaining stable.

By way of example, it may be noted that in 1950/51 net import needs of all
cereals for the European Economic Coimmunity amounted to 8,393,000 tons and -in
1963/64 the gap between consumption and production amounted to 9,536,000 tons, of
which 8,060,000 tons was covered by net imports, the difference being in stock
variations.

1Like the consumption data which are drawn from "cereals balance sheets", the
figures for foreign trade include the principal products derived from cereals in
terms of cereal equivalent, in order to have a complete view of the sector.
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Gross imports by the member States however amounted to 17,305,000 tons (as
compared-with9PA03,00O téftsin' 1950/51), the share of imports from third
countries being 14,939,000 tons. Consequently, 'oily 14 per cent of im-ports were
from the member States. In comparison, during the 1955/56 crop year, gross imports
by member States amounted to ll521,000 tons, the share of imports from third
countries being 10,557,000 tons.

In order to maintain market-equilibrium, however, the member States also had
to export wheat and coarse grain. In 1950/51, gross exports of all cereals
amounted to 1,409,000 tons; they rose to 4,208,000 tons in 1955/56, reaching
9,245,000 tons in 1963/64 of which 4,770,000 tons consisted of coarse grains.

1. Forei2trade in wheat

Whereas in 1950/51 net import requirements of wheat for the member States of
the Community amounted to 4,888,ooo tons, in 1963/64, the gap between production
and consumption was only some 2,356,000 tons of which 335,000 tons was covered by
net imports.

During the same 1963/64 crop year, gross imports by member States amounted,
however, to 4,810,000 tons (as compared with 6,024,000 tons in 1950/51), the share
of imports from third countries being 4,111,000 tons. As from the 1955/56 crop
year it has been possible to distinguish intra-Community trade from trade from
third countries, and since then the share of the latter in total gross imports by
member States has hardly varied: it has never exceeded 95 per cent and never
fallen below 80 per cent; in 1963/64 it was of the order of 85 per cent.

On the other hand, a comparison between the real import needs of the Community
and imports by member States from third countries shows, for 1963/64 for example,
that 3,776,000 tons were imported from third or associated countries over and above
the net requirements of the EEC, whether for reasons of quality (forced wheat) to'
maintain certain traditional trade flows, or for reasons of price (fodder wheat
imported at very low prices).

Because of the Community's growing degree of self-sufficiency in wheat,'however,
new outlets outside the EEC have had to be sought for a larger share of soft wheat
production of member countries. The Community's wheat exports rose from
683,000 tons in 1934-1938 to 3,198,000 tons in 1955/56, reaching 4,475,000 tons
in 1963/64, the latter figure being four-fold that for 1950/51. At the same time,
intra-Community trade declined from 775,000 tons in 1955/56, to 699,000 tons in
1963/64. In other words, the growth in exports by member States has been towards
the markets of third countries.

France alone accounted for more than 60 per cent of exports by member States.
Great progress has been made by the Federal Republic of Germany which has, at
least on occasion, become an important exporter of wheat flour.
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2. External trade in coarse grains

In 1950/51 the Community member States produced 18,497,000 tons of coarse
grains and their consumption was 22,000,000 tons. The self-sufficiency rate in
the European Economic Community was therefore 84 per cent.

In 1963/64 production amounted to 31,746,000 tons, consumption to
38,926,000 tons, so that the self-sufficiency rate was 81 per cent.

In the latter crop year, net imports by member States totalled 7.7 million
tons.

Gross imports by the Community countries amounted to 12,495,000 tons (of
which 10,828,000 tons from third countries) as compared with 3,378,000 tons in
1950/51 and 6,095,000 tons in 1955/56.

-The development was not identical, however, for all coarse grains. While
imports of rye and oats remained relatively stationary, (0.8 million tons), ma-.ize
replaced barley as the major coarse grain imported by member States. In
1955/56 barley and maize accounted for 48 per cent and 37 per cent respectively
of gross imports; in 1963/64 *maize accounted for 73 per cent of total gross
imports, while the share of barley had fallen to 19.5 per cent.

The, importance of maize becomes still more apparent if one considers the
Community's net trade: with a figure of 7,355,000 tons-inl1963/64- maize
accounted for more than 95 per cent of the Community's net imports of coarse
grains and in that crop year the Community produced sufficient barley to cover
its requirements.

Exports of coarse grains have also expanded over the same period. They rose
from 278,000 tons in 1950/51 to 1,000,000 tons in 1955/56, reaching a record
export figure of 4,770,000 tons in 1963/64.

These exports, 72 per cent of which were by France, consisted of barley
(69 per cent) and maize (29 per cent) and were mainly destined for third
countries,, intra-Community exchanges, accounting for 35 per cent of the total.

* **

Past trends have thus brought out a certain number of data on which the
cereals policy of the European Economic Community is based and which determine
foreseeable prospects for the future.
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II. FUTURE EVOLUTION OF THE CEREALS MUM OF THE COMMUNITY nY "1970"

Forecasts for '"l970" as regards cereals in the European Economic Community
must be based on the trends which have emerged in the past, taking into account
the common price levels adopted by the Council on 15 December 1964, which are to
be applied as from 1 July 1967.

A. RECENT TRENDS :I THE COMMUNITY MARKET

The data examined earlier in this paper have shown that as compared with the
pre-war period there has been a decline of nearly 12 per cent in total Community
acreage for all cereals.

Furthermore as production and consumption have advanced at the same rate
the Community's degree of self-sufficiency in all cereals has remained practically
unchanged during the past ten years as may be seen from the following table.

Table 1

Degree of Self-sufficiency in Cereals in the Community

Within the past few years a study was made of prospects for the period
"195811-1970 based or. the assumption that cereals acreage and prices would con-
tinue unchanged throughout the period; in that study the Community's net import
needs of all cereals in 1970 were e-timated as being in the region of 10 million tons.
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In order to take-account-of-the' most recent factua-1 data and.t-Ocheck to
what extent the projections for 1970 are well-founded, a comparison has just
been made between the base period 11195811 and a three-year period around the
year 1t1962".

The following table shows the differences found in relation to the
original estimates:

Table 2

Summary Table of Differences Recorded
for Certain items of the Cereals Balance Sheet

in Relation to Estimates Made
for "1962"

. -- (in '000 tons)

i Total3
Wheat Coarse grains ..Cereals

Area (in.'000 hectares) - 729 + 355 -394

Production - 920 + 115 + 230

Net imports + 160 + 620 + 780

Human feeding + 160 ! - 00 - lOo

Animal feed 930 + 1,730 +800

Some of the original data for this period have been confirmed and emphasized
in particular:

- a decline in the total area sown;

- an upward trend in production of coarse grains, and rapidly developing
demand for animal feed.

There is, however, one element which should be brought out since it is directly
related to the evolution of the supply situation in the Community. The above table
shows that the Community's imports of cereals were 780,000 tons above the original
estimate. This discrepancy between the "1958" reference period and the new "1962"
reference period might lead one to expect that, on the basis of present data, the
Community's supply situation will probably show a shortfall larger than had originally
been foreseen when the first forecasts were made for the period 1958-70.
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B. THE DECISIONS OF 15 DECEMBER 1964 ON THE SINGLE PRICE LEVEL

Generally speaking, the common prices for-cereals have been set at a'level
half way between the lower limits and the upper limits in force in the member
States of the EEC.

The variation percentages resulting from price adjustments in each country
have been calculated on the basis of the derived intervention prices in the area
with the largest surplus because of the fact that the reaction of producers in
these areas has the most decisive effect on production.

As may be seen from Tables 3 and 4 hereafter, the variation percentages
resulting from the fixing of common prices in relation to the average prices
recorded for 1962/63 and 1963/64 crop years would be as follows:

As regards soft wheat, transition to the new price will mean a substantial
drop in.sprices in Luxemburg (- 15.6 per cent) and the Federal Republic of Germany
(- 11.3 per cent), a very slight decline in Iuaiy (- 3.6 per cent), virtual
stability in Belgium (+ 0.1 per cent) and a more substantial increase in France
(+ 7 per cent) and the Netherlands (+ 10.6 per cent).

Barley price's will be lower only in the Federal Republic of Germany (- 11.4 per
cent), slightly higher in Belgium (+ 4.6 per cent) and the Netherlands (+' 4.8 per
cent) and appreciably higher in France (+ 11.6 per cent) and Italy (d- 28.1 per cent).

Prices for rye will be lower in Germany (- 13.7 per cent) and appreciably
higher in Belgium (+ 16.1 per cent) and the Netherlands (+ 16.9 per cent) and
particularly in France (+ 21.1 per cent).

Prices for maize will remain substantially the same in France (+ 0.1 per cent)
but will show a marked increase in Italy (+ 30.4 per cent).

1

The "areas with the largest surplus" can be defined as the major producing
areas, e.g. for soft wheat in France - Compibgne and Chartres.
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Table 4

Variation Percenta e in Intervention-Prices in Areas
ILth the Largest Surplus at -the Beginninig ofthe Cropar

(comparison between: on the onc hard, the average of prices
1962/63-1963/64 and on the other hand the single prices as at X July 1967)

heSt Rye Barley Maize

Federal Republic of Germany - 11.3 - 13.7 - 11.4

France + 7.0 + 21.1 + 11.6 + 0.1

Italy - 3.6 - + 28.1* + 30.4

Netherlands + 10.6 :F 16.9 + 4.8

Belgium + 0.1 + 16.1 + 4.6

Luxemburg -15.6 19.2 + 1.5

N.B.: In the absence of intervention prices for the 1962/63-1963/64 crop years,
variation percentages have been computed on the basis of intervention
prices at the beginning of the 1965/66 crop year.

The most substantial price variations therefore relate to Italian barley and
maize. It should be pointed out, however, that hitherto domestic prices were very
low and that pursuant to the waiver decisions of 15 December 1964, Italy will be
able to continue to import barley and maize practically at world prices. Among the
price variations in excess of 10 per cent, the most significant appear to be. the
rise in the price of rye in Belgium, the Netherlands and France, and in that of
barley in France, as well as the reduction in the price of soft wheat and barley
in the Federal Republic of Germany.

With respect to wheat the price relationship which was more or less stable
during the earlier period will be modified at the level of each member State. It
may be expected, on the other hand, that the average producer's remuneration in the
Community in 1967 will remain practically unchanged.

Indeed, the following table shows a slight decline in the estimated average
return to the producer as regards soft wh&at.
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Table 5

Comparison of the Average Return to the Producer for Wheat
in the Community

(average of average prices received in each member State,.
weighted by production in the same crop year)

1962/63 1963/64 1967/68

94.2 097.4 93.2

It may have been wondered what would be the scope of the repercussions of-.the
Community's new price policy in certain member States. As regards France, more
particularly, Table 6 shows that the price at farm, before deduction of quantum
charges, is in 1964-1965 practically at the level of the estimated average price
for 1967.

Table 6

Estimated Incidence of Abolishing the Quantum on Average
Producer Prices at Farm for French Producers of Soft Wheat

Price in $ per metric ton

Average market price ex stockpiling
organization

Cost and charges in S.0.

Purchase price in silo

Costs for transport farm/silo

Price at farm before application of
charges relating to quantum

Charges relating -to quantum
Price at farm after application of
charges relating to quantum
Percentage increase in relation to
average price of 91.725 $/ton
estimated for 1967/68

1964/65

97.22

- 5.67

91.55

- 0.61

90.94

from 0 -to from 7.2 +tal1
7.2 t. to 15 t + than 15 t.

0.30

9o.64

1 %

85.11

8 %

11.36

79.58

15 %
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It has seemed appropriate in this same Table 6 to bring out the incidence
of the suppression of the quantum in France at the stage of the single market.
In these conditions, it appears that the income increase which the producer
can expect in 1967 consequently results mainly from the abolition of the
quantum and the charges relating to it. This real income increase at the
level of the producer varies appreciably according to the size of the
individual production concerned. In order to access the average effect on
,producers in France as a whole, account should be taken of the quantities
delivered in each quantum category and of the large number of small producers
whose annual deliveries amount to less than 72 quintals.

Of course, it is not possible at this juncture to determine exactly what
repercussions the Decision of 15 December 1964 may have on the Community's
production and supply situation in 1970. On the basis of the foregoing data,
however, it seems probable that, in line with the objectives set, there will be
no major disturbance in the Community's supply situation but that, on the
contrary, reasonable import flows from third countries will be maintained.
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