Follow up to the European Parliament resolution on prospects for the EU dairy sector – review of the implementation of the Dairy Package, adopted by the Commission on 21 October 2015
1.
Rapporteur: James NICHOLSON (ECR/UK)

2.
EP reference number: A8-0187/2015 / P8_TA-PROV(2015)0249

3.
Date of adoption of the resolution: 7 July 2015

4.
Subject: review of the implementation of the Milk Package, discuss prospects for the milk sector and ask for additional policy tools to accompany the sector

5.
Competent Parliamentary Committee: Committee on Agriculture and Rural Development (AGRI)
6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution reviews the impact of the Russian embargo and the current crisis on the dairy sector as well as the challenges and opportunities for the dairy sector. Furthermore, it looks into ways to maintain a sustainable dairy sector in the disadvantaged, mountainous, insular and outermost regions and into ways to cope with price volatility and the end of milk quotas. The resolution also addresses the implementation of the Milk Package, the role of producer organisations, how to strengthen the Milk Market Observatory (MMO), the CAP measures and the dairy industry, the potential for the EU dairy sector on the world market, the promotion and quality schemes, managing risk in the dairy sector, and unfair trading practices in the dairy supply chain.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

The Commission agrees with the Parliament on the importance of the European milk sector, which is a critical agricultural sector, contributing significantly to the Commission's jobs and growth agenda.

The Parliament’s resolution is a useful contribution to the debate surrounding the expiry of milk quotas on 31 March 2015. The Commission shares most of the Parliament's assessment of the challenges and opportunities that lie ahead of the sector.

Price volatility has increased: a global oversupply of milk has led to downward pressure on milk prices, with the effects being felt more acutely in some Member States than in others. The Commission services are monitoring the market situation very closely.

The resolution calls for increasing intervention prices as a solution to current market difficulties. The Commission does not share that view. In a situation where production quotas no longer exist, it is of paramount importance that farmers and economic operators follow market signals. Increasing intervention prices would delay the necessary adjustment, making it more painful. It would give an opposite signal to a market-oriented policy, as would the granting of export refunds, the restoration of milk supply management and the setting up of automatic triggers for intervention measures: the goal for the milk sector is not to produce as much as possible, but as much as there is a market for.

To address the challenges that lie ahead, the milk sector can count on a complete toolkit of measures available in the CAP. The Parliament has been instrumental in making the toolkit available thanks to its work on the CAP reform. On this basis, and given difficulties currently facing European farmers linked to weakening demand in a number of key existing and prospective markets, notably China, a global oversupply of milk, to which all producing regions are contributing; and the impact of drought in certain Member States, the Commission has proposed a comprehensive support package for all 28 Member States, worth €500 million, described by President Juncker as "a €500 million solidarity package for farmers."

The Commission's package:

· Is designed to address the cash-flow difficulties faced by farmers, on the one hand through €420 million in direct targeted aid for all 28 Member States, and on the other by allowing Member States to advance 70 per cent of direct payments and 85 per cent of area-based rural development payments from 16 October without the need for on-the-spot checks to be finalised.
· Will stabilise the market, through a new enhanced private storage scheme for skimmed milk powder and cheese. Additional funding will also be provided for the promotion of dairy products and pig meat.
· Will reinforce the work on improvements for better outcomes on all layers of the food supply chain – production, processing and retail – by promoting full use of the Milk Package, e.g. through exchange of best practices, including on unfair trading practices, as well as by thoroughly reporting on all aspects of the Milk Package already in 2016 and through a new dedicated High-Level Group to look at specific issues such as risk hedging instruments for agricultural products and credit for farmers.

This package is mainly using the possibility granted by the co-legislators to the Commission for intervening in exceptional circumstances. In parallel, the standard CAP instruments continue to accompany the dairy sector into market orientation through:

· Safety net tools (including the public buying-in of butter and skimmed milk powder as well as private storage aid schemes).
· Direct payments to support farmers' incomes, including coupled support – after beef & veal, dairy is the second recipient of voluntary coupled support with 20% of the total amount, amounting to some € 820 million (in 19 Member States).

· Rural development programmes, which allow farmers to finance investments, be better trained, or receive compensation for being located in areas with natural constraints and the possibility to implement risk management tools (income stabilisation tool).

· The Milk Package, which aims at strengthening the position of milk producers in the supply chain – its full potential has yet to be exploited, but huge progress has been achieved so far: 13 Member States have provided for compulsory contracts, the number of recognised producer organisations is growing as well as their impact on jointly negotiated volumes of milk deliveries.

· The Milk Market Observatory (MMO), which provides for a closer monitoring of the market – its role has been strengthened in the immediate months after quota abolition and in anticipation of post-quota volatility. The timeliness of data has been improved and the MMO Economic Board is meeting on a monthly basis, so that all actors can benefit from up to date and complete market information to allow supply decisions to be more responsive to demand developments.

· The quality policy, research and innovation, which is particularly relevant for producers oriented to niche products.

· The promotion policy, which is accompanying dairy operators in their search for new markets – the Commission recently approved 41 new programmes to promote agricultural products in the EU and on third country markets, worth € 130 million over 3 years. Some € 24 million are devoted to specific programmes on dairy.

· The School Milk Scheme – last school year 19 million children participated in it, with more than 300 000 t of milk and milk products distributed, for a total EU expenditure of € 66 million.

Despite short-term difficulties, long-term prospects remain positive in terms of world consumption.
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