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NOTE

From: General Secretariat of the Council

To: Delegations

Subject: Market situation and support measures

— Update from the Commission

Since the start of the Russian embargo in summer 2014 about 40 measures have been adopted,
either as separate ones or as part of more comprehensive packages (September 2015, March
2016), to mitigate the impact of the crisis. In September, 2015 the Council endorsed a package

of measures, focusing on demand and short-term, worth €500 million to address cash-flow

difficulties faced by farmers, stabilise markets (notably by stimulating demand on export

markets) and improve farmers' situation in the food supply chain.

The continued difficult situation in certain sectors led the Council and the Commission to agree
on a second package of measures in March 2016, with more focus on production planning e.g.
with the introduction of coordinated voluntary planning of the milk production and the
temporary relaxation of State aid rules to support the reduction or freeze of milk production, as
well as other measures, listed in the Annex. These measures are intended to be market-oriented

and budget-neutral.
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3. Since March, while it might be too early to fully assess the impact of the already deployed
measures and packages, very few encouraging signals can be recorded in spite of positive
developments on export markets for dairy and pigmeat as confirmed by the updates on the
market situation provided by the Commission at the SCA on 13 and 20 June and at Council on
27 June. In particular as regards the dairy market, the increase in milk deliveries in April this
year compared to last year is less pronounced than in the first quarter of 2016, but oversupply
and low prices are still characterising the market picture. To quote the last report of the Milk
Market Observatory Economic Board on 28 June "Despite the overall improvement of market

sentiment, a correction on the supply side is still considered necessary".

4. A number of Member States, either individually or jointly (see e.g. the V4+4 statement set out
in 8676/16, the Warsaw statement set out in 10534/16 and the ES/FR/IT statement set out in
doc. 10251/16) as well as EP political groups, as evidenced at the hearing on 25 May and

plenary on 26 May, are calling for more action at EU level, with extra EU financial support.

5. On_measures, besides the attached updated table of measures the Commission noted in

particular that:

— about 60 % of the € 420 million of targeted aid under the September 2015 package have
been spent so far by 20 Member States, mostly in the dairy sector;

— regarding voluntary agreements on milk production (art. 222 CMO) the Commission has
yet to receive formal notifications that such arrangements will be used;

— several Member States have expressed interest in making use of the State aid schemes;

— regarding another PSA scheme for pigmeat now does not seem to be the right time;

— on financial means, on the one hand taking into account all the steps involved for its

activation it would appear that it is too late to activate the crisis reserve still under the
2016 budget and, on the other hand, there are as yet unresolved significant uncertainties
regarding what is actually available under the existing margins given what could still be

paid as direct payments and/or targeted aid.
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6. At Council on 27 June most delegations expressed concerns about the continued difficult market
situation and reiterated their demands that new measures and additional EU support be delivered
at the July Council, a call echoed by the European Council on 28 June (see para. 18, doc. EUCO
26/16). At Council it was confirmed that the Commission was working on additional measures

and expected to be able to present them at the July Council.

7. TIrrespective of the detailed content of such a package and in the light of previous ones, a few
shared principles or parameters could be noted for its design, such as:

— reaffirming the market orientation of the Common Agricultural Policy with the objective of
providing the most effective support for a more competitive and sustainable agricultural
sector in the EU;

— reaffirming that actions should be based on solidarity and should respect the principles of
the internal market;

— the need for all relevant market operators to act responsibly and contribute to restoring
balance between supply and demand;

— the importance of avoiding a renationalisation of agricultural policy;

— designing measures easy to implement.

8. Among the requests and suggestions made but not necessarily shared by all delegations, one
could note e.g. the provision of EU financial incentives linked to voluntary agreements to
stabilise or reduce milk production, temporary targeted aid, raising the de minimis ceiling to €
30 000, more flexibility in the use of State aid schemes, the possibility of advancing payments,
intensify actions to address SPS-related trade barriers, use marking of origin, continuation of
measures for fruit and vegetables at the same level, a timely support mechanism for pigmeat, the

strengthening of farmers' position in the supply chain, to name but a few.

In light of the above and in preparation of the July Council, the Commission is invited to update the
SCA on the market situation and the implementation of ongoing support measures as well as to

provide information on a possible new set of measures, including with a financial component.
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