E.E.C. ENLARGEMENT AND C.A.P.:
IMPLICATIONS FOR THE PRODUCTION
AND TRADE OF WINE AND OLIVE OIL

by
FILADELFIO BASILE*

1. INTRODUCTION **

On | January 1981 Greece became the tenth member-state of th: European
Common Market; in 19831 Spain and Portugal are expected to join the EEC2,
Although the Treaty of Rome in its preamble clearly signifies the intention that
other European countries who share the same democratic ideals should be able
to accede to the Community and although political considerations (military sa-
fety, consolidation of the applicants’ young democracies, reinforcement of the
community’s relations with South America via the cultural and trade links of
Spain and Portugal with Latin-American countries) suggest the immediate access
of the three countries, economic reascns restrain the further enlargement of the
European Ccmmunity.

The presence in the three countries of large-scale and growing dissquilibria,
high levels of inflation, unemployment and underemployment, the lack of infra-
structures and a partially low share of public expenditure in GDP, the concentra-
tion of industries on sectors in crisis in the present Community and the fundamen-
tal role of agriculture in all the three countries are among the difficulties the
Community will have to overcome.

Furthermore, the Twelve will have to absorb the considerable operational
costs of enlargement, and they will need to improve the decision-making procedures,

* The author intends to thank Dr. T. Hitiris for his supervision, Dr. S. Baker, Prof.
D. Dosser, Prof. L. Giusso and J* Wiseman for helpful suggestions, and this review for
the Kind Hospitality.

** Numbered notes are given at the end of this article.
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to cope with the repercussions on the agreements with other mediterranean coun-
tries and the countries who have signed the Lomé agreements, to adapt the agri-
cultural, regional, social and industrial policies to the new demands, etc. 3 Big
problems will arise in the agricultural sector; mediterranean products alone
account for a large share of the total agricultural production of the three coun-
tries and they are among the countries main export items.3

Wine and olive oil are two of these products; the first is classified as a “pre-
dominant™ mediterranean product : between 509 and 80 %, of world production ©
is in fact yielded by mediterranean countries; the second must be considered
a “typical” mediterranean produce (mediterranean countries produce more than
80 9,). Both the products are relatively more important in the applicants than in
the Community (in 1975 the percentage of wine production in comparison to the
total agricultural output was 6.1 in Greece, 4.9 in Spain, 10.5 in Portugal and 4.6
in the EEC, while the respective percentages for olive oil are : 8.3,4.3, 5.6 and
1.47), This could mean that the Twelve will have excess supply of the two products
on their market, having considered the big dimensions of the spanish agriculture
and that the Nine's trade of wine and olive oil has been near to the balance or
slightly deficitary in the last years. The Community will have to increase its finan-
cial"support to the two products; in the period 1973-1977 the expenditures of the
guarantee section of E.A.G.G.F.8 have been equal to 2.3 %, for wine and 6.9 % for
olive with respect to the total expenditures of the section?).

We will try now to give a general picture of the situation in the market of the
two products in both the Community and the candidate countries, taking into con-
sideration the problems which will arise after enlargement and the ways in which
the Commission may face them.

2. LEGAL BACKGROUND
2.1. EEC Regulafions on wine

The establishment of a set of regulations for the organization of the wine
market involved elaborate discussions among the founder members of the Com-
munity 10).

The basic regulation which laid down provisions for the common organization
of the market inwine is the Council regulation of 28 April 1979, n. 816. The Common
Market Organization (C.M.0.) did not provide for automatic, permanent and
compulscry intervention conditic ns; it was quite elastic in its working, and single
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measures were adopted only in presence of specific situations (the principal aim
being to avoid excess quantities). The protective measures of the C.M.O. regar-
ding wine are : the fixing of a sluicegate price (it is reckoned to represent the
cost of production in non-member countries; a levy is payable on importsabove
this price and a supplementary levy on imports coming in below it11), an import
licensing system, a common external tariff and the prohibition of the blen-
ding of imported with Community-produced wine. The internal market arran-
gements provided for the fixing of a guide price (to guarantee the produ-
cers an adequate income) and an intervention price (at which national intervention
agencies are obliged to buy up the wine which is offered to them). Other
measures cover alcoholic strength (ordinary table wines must be between 8.5
and 15 degrees of alcohol 12), quality standards, acidifying, appellation, labelling*
short or long-term storage contracts, distillation, export subsidies , etc.... The
serious situation, which has been originated from the surplus of table wine and the
static wine consumption, emphasized the unsuitability of this legal apparatus.

The intervention measures provided for were clearly insufficient to cope with
long-term imbalances caused by successive particularly abundant harvests. The
Community was therefore obliged to introduce a new intervention mechanism,
with grubbing premiums, preventive distillation and temporary ban of new pb
planting.

A major recasting was adepted in 1976 and various amendments were made
in 1977. The recasting created the legal basis to improve the quantity of table wines
and it increased and diversified the measures of intervention in the wine sector.
In its communication to the Ccuncil of 8 Decevmber 197713 the Commission in-
vited it to adopt, before the 1978-1979 marketing year, a “general plan for grape-
growing” with a set of guidance measures in the sector of table wines. In March
1978 the Commission proposed to the Council that they adopt three type of transi-
tional measures’4 : a european joint-trade table-wine organization, the intro-
duction of certain market measures in the case of a serious crisis and the conscli-
dation of producer groups.

The Council did not adopt all the proposals of the Co mmission but stressed!s
that there was an evident link between the improvement of structures in the wine
sector and the need for a more efficient market system, with market rules regula-
ting surplus production moore deeply and also providing special accelerated
measures in the event of a serious crisis in the market. The Council requested the
Commission to submit further proposals for structural measures by 1 August
1978. The Commission presented a six-year action programme (1979 - 1985)16
concerning the progressive establishment of balance on the market in wine, which
provides both Community and national measures. This medium - term pro-

gramme is of capital importance for the future of the wine market; its fundamental
features are :
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a) The prohibiticn on any new planting for the production of table wine will remain
in force until 1985;

b) Restructuring, abandonment and cessation premiums;

c) Specific features of market management, including aid for must and concen-
trated must for use in making grape juice, british and irish wines and homs -
made wines; the addition sucrose in aqueous solution in certain parts of
Germany.

2.2. Agreements on wine between EEC and the candidate countries

The wine regulations in force in Greece, Spain and Portugal are quite similar
to those of Community, but the rules about planting and replanting of vineyards
are more severe in Spain and Portugal than those applied in the Community. 7

When the three countries have become member-states, the Common Agri-
cultural Policy (C.A.P.) will regulate their market in wine; until then, however,
special agreements are in force between the applicants and the Community, which
will be substituted by (it is hoped) the application of appropriate mechanisms to
avoid excessive shocks during the transitional period.

A commercial agreement was signed in Luxembourg bztween Spain and the
Community on 29 June 1970. This agreement provided a particular regulation for
the trade of some quality Spanish wine. Beginning from 1 July 1977, with the ex-
tension to the three new members of the Community regulations regarding the
imports of Spanish agricultural products, new tariff concessiohs and new import
limits were established (see Table 1).

The Association Agreement between the European Economic Community
and Greece, which has been in force since 1 November 1962 provided for the a-
bolition of duties on almost all products from Greece to the Community. But
one of the new exceptions was wine. The Protocol 14 of the agreement was declared
to have lapsed in April 1977, and it was superseded by the adoption of an 85 %
tariff concession and a reduced duty to 420.000 hectolitres annually.

The agreement of 1972 between EEC and Portugal provided for some agri-
cultural concessions.

In particular, the additional Protocol of 1976 established an increase of 10.000
Rectolitres to the annual quantity of the quality wine under preferential tariff.
The wines in question are :

Porto

Madera

Moscatel de Setubal (See Table 2).
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2.3. EEC Regulations on olive oil

The Council regulation n. 136 /66 CEE 18 establishes a common organization
of the markets in the sectors of fats and edible oils. The Council regulation n. 1562
/78 |CEE '° modified by the Council Regulation n. 590 /79 /CEE, organizes the
market in olive oil basing it on the following lines of policy :

a) To maintain a certain level of consumption of olive oil inside the Community;

b) To keep a certain proportion betwcen the consumer prices of olive oil and o-
ther vegetable oils;

¢) To guarantee the producers of this product a reasonable revenue.

The common olive oil policy operates with the help of supporting measures
and intervention measures. The first ones comprise a price system and a grant
system. The price system provides for the annual fixing of the following prices:

A market price;

An intervention price;

A target price (which import prices must be kept as close as possible to);

A threshold price, which is the minimum import price at which non Commu-
nity supplies of olive oil can be delivered at Community ports. The grant system
allows the concession of grants for the producticn and for the consumption, export
restitutions and special aids to the producers of oil used in preserving fish and
vegetables. On 29 June 197820 the Council adopted amendments to bring the mea-
sures in this sector more into line with production and the state of the market;
the new production aids provided for :

a) The restriction of aid to existing olive trees, to be granted at a fixed rate and
based in particular on production potential;

b) Aid for consumption, to be granted in the distribution chain.
The intervention measures cover buying and selling the product by appropri-
ate agencies.

2.4. Agrements on olive oil between EEC and the candidate countries.

There is a particular regulation2! governing the trade of olive oil between Gre-
ece and the Community; it will be in force until 31 December 1980. A levy is imposed
to the imports of olive oil from Greece within the jurisdiction of the sub-position
15.07 Al of the Common Custom Tariff 22, This levy, which is fixed by the Commi-
ssion, is equal to the difference between the threshold price and a «free-frontier»
price; this difference is decreased by a contractual amount determined by taking
into account the most favourable purchasing possibilities on the Greek market
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(for the Season 1978 - 1979 the amount decreased was 0.5 Unit of account for
100 kilogramme of imported oil). To the olive oil classified in the sub—position
15.07 A 11 of the C.C.I".23 A levy is applied tc the quantity of the product traded.
A preferential agreement 24, which has been in force since 1 October 1970, regulates
the trade of olive oil between EEC and Spain. It is similar to that one between the
Community and Greece, with the peculiarity that Spain has tc apply a special
tax to exports.

There is no special agreement on olive oil between the Community and Por-
tugal, therefore in this case the general rules of the egreement concluded the 22
July 1972 will apply (expansion and armonic development of the trade relations,
applications of equitable conditions of competition to the trade of the goods).

3. PRESENT SITUATION IN THE MARKETS IN WINE AND OLIVE OIL
3.1. Areas of production

Most of the areas under wine production in the Community are located in
Italy and France (see Table 3). In Italy winegrowing is spread over the whole coun-
try, and the regions with a greater number of hectares of vineyards are Puglia
(over 200), Sicily, Toscany and Veneto.25 The greater part of French vineyards
are placed in Languedoc-Rousillon, Aquitaine-Midi Pyrenees, Charentes and
Provance-Cote d’Azur. Germany is the third Community country where grape-
growing has a certain importance, and almost all the vineyards (93 %) are concen-
trated in Baden-Wurttemberg and Rheinhessen. The regions of the applicants
where there is the greater part cf the national totality of areas under wine produc-
tion are : Centro, Levante, Nordeste and Andalucia (Spain); Douro, Vins Verdes
and Dao (Portugal); Peloponnesos, Crete, Attika and Aegean Islands (Greece).

Almost all the Community areas under olive oil production are sited in Italy

(more than 2 million hectares; See Table 4) and especially in Puglia, Calabria and
Sicily26, Corsica and Var in France, Peloponnesos and Crete in Greece, Jaen, Cor-

doba, Sevilla and Badajoz in Spain and Portalegro and Beja in Portugal are the oli-
ve-groves in the single countries. After enlargment, the areas under wine and olive
oil production will approximately double and Spain will probably become the Com-
munity richest member-state of vineyards and olive-groves.

3.2. Production

The wine production in the Community in the years 1970 - 1978 averages about
144 thousand hectolitres (See Table 5). Almost all (93.9 %) of the production is
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concentrated in two countries : France (46.1 %) and Italy (47.8 %). Germany is
the third largest wine producing country of the Community (6 % of the total out-
put), followed by Luxembourg, Belgium, Netherlands and United Kingdom. The
production in Ireland and Denmark is negligible in comparison with the total out-
put. In an enlarged Community. the annual production of wine would have to grow
by more than 40 thousand hectolitres. This would mean an increase by 23 9 of the
present production, 68 9% of the increment would be due to the Spanish contribu-
tion?7, 21 % to the Portuguese and the remaining 119, to the Greek output.

While the wine production has been slowly diminishing since 1974 principally
in consequence of the decisions adopted by the Council, the olive oil production
is evidently variable, and its fluctuations are due to both technical and climatic
reasons.

The average olive oil production in the period 1970 - 1978 in the Community
amounts to nearly 440 thousand metric tonnes (See Table 6). More than 99 % is
produced in Italy, the main producing country in the world together with Spain.28;
a small quantity is produced by France.

The Europe of tomorrow will more than double the olive oil production, which
would have to arrive at an annual average of over one million. The 59 9% of the
increase in the Community output would be shared thus: 63 9 due to the yield of
the Spanish farmers, 29 % to the Greek and 8 % to the Portuguese.

In the future, the production of the two products ought not to increase; in par.
ticular, the C.O.1 estimates 29 forecast a progressive decrease in the share of olive
oil production of the enlarged Community with respect to the world total produc-
tion30, A further stimulus to increases in production in the candidate countries
could be provided by relatively lower labour costs in those countries3!, but it could
be made void by the set of different price levels; in any case, the candidates’ far-
mers would have to gain higher profits in comparison to the member-states” ones.

3.3. Consumption

The wine consumption both in the Community and the applicants has been
more or less static in the last years almost everywhere (See Table 7), with few ex-
ceptions,

The small decrease is in fact almost entirely attributable to the two major Com-
m'umty wine producing countries : Italy and France. In 1978 in these two coun-
tries the wine consumption decreased by 14.1 % and 6.1 % respectively, based on
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the average 1972 - 1976 figures. On the other side, the olive oil consumption in
the examined countries (See Table 8) is variable, the only real exception seeming
to be Portugal, where in the pericd 1975 - 1978 consumers have reduced by half
the utilization of this product in comparison to the period 1957 - 1962.

A worrying consideration is that the consumption of other vegetable oils
(soya, sunflower, colza, peanut, rape) 32 has been regularly increasing almost every-
where;?3 this has principally happened for three reasons: the relatively high price
of olive oil in comparison to that of other oils, a strong advertising campaign that
contributed to change the tastes of consumers in favour of lighter fats, and export
subsidies granted by the governments of the vegetable oils’ producing countries.
In an enlarged Community, wine consumption would have to increase by about
28 9% 34, overcoming the annual average of 160 thousand hectolitres. Olive oil con-
sumption would have to grow by 108 9 and the Europe of tomorrow will probably
eat about a million tonnes of this fat a year.

The degree of self-supply (the ratic production /consumption in percentage)
shows the following numbers :

Greece 140 for wine and 120 for olive oil;
Spain 122 » » » 136 » - N
Portugal 133 » » o oon 95 » » oo
the Nine 110 » » »n 89 » » oo» b

Also these figures confirm that there will be problems of abundance in the
enlarged Community.

3.4. Trade

The situation in the Community Trade of wine is different to that of olive oil,
In the period 1971 - 1978 the member-states have a slightly negative average ba-
lanced of trade in wine, with an evident tendency to increase exports which could
overturn the present balance in the course of a few years (See Tables 9 and 12).
On the contrary, the Nine are not importing countries of olive oil; their imports
amount to an average of 146 thousand tonnes per year (See Table 11), while their
exports are equal to only 17 % of total imports 37.

The wine imports are furthermore of negligible importance with reference
to the Community consumption: They are 4.4 9 of it, while the respective percen-
tage for olive oil is 25.8 38,

With respect to the trade with the applicants, the following considerations
are to be emphasized :
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a)  For both the products, the three countries contribute to export to the Com-
munity about half the total world exports;

b)  Spain is the major trade partener of the Nine: 34 % of EEC world wine im-
ports come from this country as well as 45 % of olive oil;

c) Portugal sells to the Community the best quality wine (about 0.83 U. S.
dollars are paid per kg of portuguese wine, against 0.45 and 0.22 paid for
the Greek and Spanish wines)?®, but it is a net importing country of olive
oil from the Community;40

d)  The export of Greece to the Community are not of primary importance,
but the olive oil exports have been progressively increasing in the last years
(in 1978 they were about 259, of world exports to the Nine);

e) Excluding intra-Community trade in wine, we can observe that Belgium and
Luxembourg prefer Greek wine, U. K., Denmark, Netherlands and Ireland
like Spanish wine, Italy imports some portuguese wine, while France and
Germany have been so far more interested by other countries’ productions
(especially Algeria, Tunisia, Marocco and Yugoslavia®; ltaly’s imports of
olive oil cover more than 80 %, of total EEC imports, and the second Com-
munity importing country is France: they prefer Spanish oil, but they do
not dislike Tunisian, Moroccan and Greek oil42.

In the analysis of the intra-community trade, the most important conclusions
are :

a) Intra-Community trade in olive oil is very limited, France being however
the principal exporting country:#

b)  Intra-Community trade in wine 44 is on the contrary extremely relevant,
and its volume is almost double that of extra-EEC trade (See Tables 10, 12,
13);

c¢)  [Italy is the principal internal supplier of wine (about 65 % of the total) fol-
lowed by France (30 9%);

d)  Italian wines are mainly drunk in France (60 %)* and Germany (33 %),
while all the other countries prefer French wines.
4. POSSIBLE EVOLUTIONS OF THE MARKETS ENLARGEMENT

4.. Excess supply : Forecasting of its amount

So far we have analysed the present situation in the market in wine and olive
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oil, comparing production, consumption and trade of the two products in the
Community member-states and in the three applicants.

We will try now to determine approximately the quantity of excess supply of
wine and olive oil in the Europe of Twelve46.

We will calculate it with the help of the following formula:

Sg = Pc — C¢ — Xg,

where:

Sk =Average annual excess supply in the Community of Twelve;

P = Average annual production in the three applicants;

C¢ = Average annual consumption in the three applicants;

XE =A§§rage annual exports of the three applicants to the Community of
ine,

The results are as follows :

Country Wine Sg(in hl) Olive oil Sg (in ht)
Greece 823 21.662

Spain 3.917 69.773
Portugal 1.847 — 2.424

3 Candidates 6.587 89.011

Therefore, without taking into consideration either the considerable increases
in production4? or the quantities of wine and olive oil internally utilized for other
purposes than human direct consumption (distillation, blends, etc..) 50, we can re-
mark that, in the most pessimistic hypothesis, there would have to be an excess
supply equal to 4.5 of the Community’s average annual consumptions, while for
olive oil the respective percentages would be 21.6 and 19.151,

4.2. THREE RELIABLE HYPOTHESES

What will the Commision do after the second enlargement of the European
Common Market? Which measures will be adopted, if any?’

Trying to summarize all the possible evolutions of the markets in wine and
olive oil is a difficult task; we would in fact have to know the elasticities of supply
and demand of the two products, besides the behaviour of the Commission.

However, we will discuss three of the most reliable hypotheses, which are ba-
sed on the assumptions that the demand will remain unchanged and that supply

will increase because of the contribution of candidates’ farmers.
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Hypothesis 1

In the present situation (See Graph 1), an intervention price (P,) is fixed above
the equilibrium price (Pe,), at which farmers will probably offer to the intervention
agency the quantity Q,-Q,, which will be stored, exported, donated or destroyed

depending upon the decisiions of EEC.

el

el?

L
7z

1 Q, Q Q QB
Quantity

T —

GRAPH 1

Demand is reduced by Q,-Q,, supply increases by Q, - Q,%2.

In an enlarged Community, the supply of the Twelve member-states (S12)
will increase. If the Commission will not change its intervention mechanisms and /
or will not adopt other measures (reducing produce, increasing demand, etc...),
it will have to face the excess supply and the agencies will have to intervence pur-
chasing the quantity Q;- Q,. i

If this will be the case, and we think it will be, demand will be reduced by Qg
Q, and supply wil increase by Q; - Q. This means that the C.A.P. will incur fur-
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ther considerable intervention costs, consumers (whose demand curve is ABC)
will have to pay the price Pi instead of the new equilibrium price Pe,,, and the real
beneficiaries will be the potential victims, the producers.

Hypothesis 2

The Commission could decide to adopt measures to avoid Community csn-
sumers and the C.A.P. bearing the costs of excess supply.

It could be decided to fix a lower intervention price, for example at the previous
equilibrium price (Piy, in Graph 2).

A
D
So
512

-1}

S

| ¥

Ay
Pig
P12

o 7

Ql QZ QS 04Q5 QG
Quantity

GRAPH 2

The C.A.P. will therefore have to intervene to purchase the quantity Qg - Q,,
with a net saving (Q, - Q,) +(Q, - Q,); consumers will pay lower prices (Piy; - Piy);
Producers will remain with an unsold quantity Q, - Q;. The allotment of expenses
will depend on the new intervention price; the lower it will be, the less the costs to
C.AP. and consumers and the more the ccsts to producers, and vice-versa.
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Hypothesis 3

The last hypothesis we will take into consideration is the simplest one. It suppo-
ses a structural reform of the C.A.P.33

There would be a situation of free market (See Graph 3), and suppliers would
have to lower prices to sell their products,

The C.A.P. could intervene by increasing grants to farmers, encouraging
exports outside EEC, etc...

Price

2

Quantity

5. CONCLUSION

5.1. General conclusions

The Community Market in wine and olive oil will suffer the conseq
of the second enlargement of EEC.

280



The C.A.P. will have to tighten its financial interventions and to improve
the existing market organizations, without hampering the reduction of the diffe-
rences in incomes or in the stages of development.

If it is true that the total coast of the enlargement will not be negligib’e, we must
remark that present surpluses occur in the Community in sectors where the appli-
cants have a deficit;,, and their slight reduction could partially compensate fur-
ther expenses of the C.A.P. for other needy sectors.

The transitional period will be of extreme importance; the full integration of
the member-states and applicants’ markets will greatly depend on ity;.

The general aim of the C.A.P. to improve productivity needs to be strictly res-
pected in the case of wine and olive oil; in particular, the candidates cannot do wi-
thout a restructuring and modernization of the two sectors.

Most of the problems will arise from the excess supplies which will be avai-
lable on the markets, and the central question will be what to do with them. Con-
sidering the relatively higher cost of production with respect tc other agricultural
products, the excess produce of wine and olive oil does not seem to be the best
agricultural product to be sold cheaply to «needy» groups within the Commu-
nityse.

These two products, because of their qualification as luxurious, are, in our
opinion, not suitable to be donated as food aid to poor countries57 or to be destro-
yed (furthermore this last solution is the most costly and politicall, almost un-
feasible). Another possibility which is not fully satisfactcry is to sell the products
which do not compete directly with the original cnes; for example, it would be
unpopular to sell the excess quantities of olive oil for industrial uses (with moreo-

ver the risk of the same product being sold at the higher price in the consumer
market)5 .

The problem of excess supply is not an easy one to work out; we will give our
suggestions in the next two paragraphs.

5.2. Conclusions on wine

With respect to the market in wine, we conclude that :

a) The market in wine will not be shaken because of the entrance of Greece,
Spain and Portugal in the European Community as member-states;

b)  The considered sector is the object of a six-year programme with ambitious

aims; if this programme will be efficaciously carried out, it will constitute
the basis together with a progressive and cautious transitional period for
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d)

€)

g)

h)

282

the full integration of the applicants’ grape-growing with that of the commu-
nity;

Most of the measures that the Commission has already adopted or is going
to adopt are undoubtedly to be approved of; among them: Prohibition of
any new planting, stepping up the search for other outlets for wine products,
improvements of quality;

The «complete» abolition of indirect taxation on wine in all the member-

states would be particularly useful (the V.A.T. on wine in percentage in
1978 was: 25 in Belgium, 18 in the Netherlandes and Denmark, 17.6 in Fran-
ce, 12 in Germany, 10 in Ireland, 8 in the U. K., 6 in [taly , 5 in Luxembourg;5®
this solution would create market conditions in favour of wine in competi-
tion with other beverages (e.g. beer) which are close substitutes for wine;

The replanting policy must be extended to the candidates; the areas natu-
rally suited for wine-growing (which are thoee naturally fertile, sunny, with
plenty of water and good water retention) have to be located; also the areas
whose yield is low or whose quality is not good must be differently cultivated;
the yield of the applicants’” vineyards is in facts clearly lower than that of
the Community’s producing countries (See Table 3);

Bad quality table-wines could be sold in other markets (e .g. vinegar), pro-
vided that appropriate guarantees are adopted to avoid their redistribution
in the wine market;

Some of the measures which will be adopted are not completely satisfactory;
financing advertising to influence consumers’ habits with the help of infor-
mations campaigns designed to promote the wine consumption is costly
and its results are uncertain; the concession of abandonment and cessation
premiums, even if they are granted to old-aged farmers, means the complete
retirement from agriculture of entire families, and it could increase unem-
ployment, especially in the regions of the candidates where wine growers
have the highest incomes and they are not of negligible number with respect
to the agricultural workers;

= VS

In the long-run, if the measures adopted will not give good results, it could
be appropriate to increase greatly the intervention price, which will inevitably
aggravate C.A.P.’s expenditures on wine.




5.3. Conclusions on olive oil

a)

b)

With respect to the market in olive oil, we conclude that :

As we have shown, the excess supply of olive cil in the Europe of tomorrow
will be considerablet0;

It will become necessary to strenghten the storage mechanisms, on the basis
of the consideration that the product is the object of evident fluctuations in
production, and particularly abundant crops could create serious difficulties;

The principal measure that the C.A.P. is going to adopt (a nzw ratio olive
oil - edible oil seeds prices) seems insufficient to absorb the excess supply;
this measure could furthermore be a politically bad choice (considerable
cuts to imports of soya from the United States could deteriorate the trade
relations regulated by the Gatt Agreement) and it could give bad results
(people could remain indifferent to changes in prices, continuing to buy the
still cheapest vegetable oil); a package of complementary measures is to be
adopted;

Considering the difficulties in increasing the demand for olive oil, we think
that it would be better to limit the production, giving premiums for ricon-
version, especially in the countries where the yield is very low (See Table 4);
a small quantity of excess supply could be so reduced decreasing the output
of French and Portuguese olive oil (the regions of this last country with the
yields among the lower are: Portalegro, Evora and Castelo BrancoSl;
However the choice of the areas to be reconverted remains a strictly politi-
cal decision;

A possibility to be taken into acount to reduce partially the future excess
supply is that of a slight cut to imports of olive oil from the other mediterra-
nean countries (which account to nearly 45 9% of total imports); A modifi-
cation in the trade agreements (with Tunisia and Morocco in particular)
in favour of a small decrease of their exports of olive oil to EEC could be
compensated with other commercial concessions; this solution would not
have to irritate these countries and it would have positive effects on the
EEC markets:

But most of the excess quanting must find, in our opinion, its purchaser
outside EEC; the intensification of negotiated trading arrangements with
other countries could be the optimal solution, and it could be coupled with
direct and remarkable subsidies to exports; national governments could
help producers granting the facilities for the constitution of sale cooperatives.
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3. See C.E.C. [9], C.E.C. [8], C.E.C. [10], Commissione delle Comunita’ Europes (C.C.E.)
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28. C.C.E. [5] p. 184; C.O.I. [18] p. 55; Table 6.

29. C.O.I. [18] p. 55.
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31. CE.C. [9] p. 15.

32. For general figures on the european markets in oil sezds, see C.E.C. [15 ]pp. 358 - 60.

33. C.O.L [18] p. 85.

34. Calculations with respect to the period 1972 -1976.

35. Calculations with respect to the period 1975 - 1978,
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41. C.E.C. [6] p. 101.
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43. C.E.C. [6] p. 101. _
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of 1976), less Italian wine was exported to France because of a 10% levy imposed by the
French Government on Italian wine exports.

46. Calculations are merely intdicaive, and we to not pretend to give precise ferecast; J.
Marsh [26] p. 183) writes wisely : «Quantification of future trade patterns is even more hazar-
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54. For Spain, See: C.E.C. [9] p. 16.

55. See C.C.E. [12] and C. Deubner [21] p. 234.
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ally during the 1950’s and 1960’s (See D. Co[man - J. Mclnerney [3] p. 95).

58. C. Ritson [29] p. 378.

59. C.C.E. [7], Table

60. See D. Curry [20].

61.0ur calculations refer to datas of C.O.1. [18] p. 24 and 50, and they are based on 1968.
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