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WORKHNG DOCUMENT OF THE COMMISSION
' FOR TRANSMISSION TQ THE COUNCIL-AND THE EUROPEAN
PARLHAMENT

Subject: " Food Suppﬂy ngmmme to the Ru'ssian.Fedemtion

‘ -Bﬁckground .

h l*ollowmg the visit of President Santer to Moscow on October 9 and the subsequent EU-
Russia Summit in' Vienna on 27 October 1998, .a Commnssnon _delegation went to
- Moscow on 6 November 1998 for a fact- ﬁndmg mission. m order to dnscuss the difficult
) Russxan food 51tuat10n with the Russian Government.-

,According to the RUSSidl’l Government the 1998 grain harvest will amount to some 48-49
. million tonnes, compared to between 60 and 80 million tonnes in the early . 1990s.
Compared to the 1997-harvest (88.5 million tonnes), the 1998-harvest has decreased by
“46%. The grain stocks remaining from: the 1997-harvest are estimated at 12 to 15 million
_ tonnes and contain mainly grain for animal feeding. The Rusqan Government estimates
~ that there will be grain shortagés in 22 of 89 Russian regions. T he Government is also
* worried that farmers will fall short of seed for spring sowing. There are also worries over
-~ the quality of the seed stocks. Between 25 and 30% of the volume of the stocks verified
5o far contain dirt and mould. Consequently, the Commission. has been told that Russia
~would nced to import between 4 and 5 million toines of gwm o cover its n"cd\ for
: numan oonsumptlon su.ds‘ and hvestoek feed. : '

_ Aq a consequence of the SUOStaHtlm rechtlon in the number of cattle since lhb ht.g,mmng
.. 0f 1990s, Russia is today largely dependent-on imports of meat. Meat imports have been
abruptly mter"upted due to the ‘financial crisis. . The .domestic ‘meat prcductxon will
 decrease frorn 1.5 mf lion tonne in 1997 to 1.3 million tonne thts year. '

- As far as other productq are concemed the eunﬂower harvest amounts to 2.8 *onm.s
(+39%) and the harvest of potatoes one of Russia’s main foodstuif.s to ?1 5 tonncs
(-10%). The harvest of 9.2 mxlhon tonnes of vegembles is at the same ievd as !dst ycar S

harvest. o . . R | B



~ The discussions resulted in the conclusion that there will be substantial food shortages in
certain Russian regions this winter, especially in the Northern and Eastern parts of
Russia. To overcome the difficult situation, the most severely affected Ru551an reglons
are in an urgent need for food supply from abroad

This analysis of the food 51tuat10n is shared by the Amencan de‘egatlon which have been
in Moscow for three weeks in order to discuss Russia’s current food situation. Ac¢ording
to a Memorandum of Understanding between the USA and Russia, an_American food
assistance programme will be realised in Russia. The p’rdgramme will include wheat,
corn, rice, soybeans, soybean meal, beef, pork and non-fat dry-milk. The programme will
now be implemented by means of detalled P.L. 480, Txtle I' and Section 416 (b)
agreements with the Russmn go\fernment .

The Russian request for food

On 12 November 1998, the Russian Government transmitted a formal request for food
.. aid to the European Union (enclosed) The request includes 1 million tonnes of wheat.

500,000 tonnes of rye, 50,000 tonnes of rice, 150,000 tonnes of beef, 100,000 tonnes of
pork, 50,000 tonnes of skim milk powder and 30,000 tonnes of macaroni.

According to the request, the products included will be sold in the most severely amclcd
Russian reglons at prevailing ma:ket prlces

The Russian Government will give assurances to the European Uniocn to apply full
transparency and to take the necessary measures and controls in order to assure that the
food is distributed to the people in need in the most severely atfected regions of the
Russian Federation. The Russian Government has informed the Commission that the
proceeds of sales will be transferred into a special account in the Federal budget, which it

. intends to use for social purposes and the development of the Russian agricultural sector.

The Commission’s assessment of the situaﬁon

Asa result of the very poor Russian harvest and livestock production, which for many
products is the worst since the end of the 1940s, the Commission is of the opinion that a
part of the Russian population, especially the population living in the North and Eastern
parts -of the country, is in severe and urgent need of assistance in the form of tood

-supplies. Therefore, great efforts must be made to ensure that the ﬁrst delivery of food is
sent to the Russian Federatxon promptly.

The Commis§ion’s proposal

On the basis on the Russian request for food, the Commission intends to submit a
proposal to the Council as a matter of urgency. The proposal will b based on Article 43
of the EC Treaty. The proposed Regulation will lay down the basic conditions for the

' Which provides for govermnment-to-government sales of agricultural products to developing coumrleq
under fong-term credit arrangemems

2 Which provides for overseas donations of surplus commodities. ac'quired by the Commodity Credit
Corporation (CCC). These commodities are used to carry out assistance programmes in developing
countnes and friendly countries.



| programme Comprlslng ‘the - supply of products free of- charge either comrng from B

o Commumty 1ntervent10n stocks or purchased on the Commumty market

-1 rmlhon iwnnes of -whwt;

soo 000. tonnes of ve;

| . 50 000 tonnes ofnce,

100 000 tonnes of pork

50 000 tonnes of skrm mllk powder

and- prov1de that the cost ot thc prog,r'lmmc hc bomc by lhc (nuamntec Scellnn of oo
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Wlth the exceptlon for pork whlch would be: bought on thc open m‘trkct tlﬂLI' a andC'

a procedure the Commission would mobilise the products from EU mtuw.ntmn stocks.
- Private operators responsxble for the transport of the products from burope to- the Russt.m :
. ports or the Russran border would be chosen followmg a tender procedure

ln the second phase the necessary 1mplement1ng Regulatrons have to be adopted by the

Commlssron m accordance w1th the relevant Management Commtttee procedures

' ;'The gross cost of thls operatlon is estrmated at about 470 mllhon Euro for the 1999'k

financial year. Taklng account of the 86 million Euro storage cost whtch would be saved,

this would leave a net requlrement of about 400 million Euro which should be covercd‘
_ within the approprlatlons for EAGGF Guarantee proposed in the recttfymg letter. [t is -
: v'therefore essential that the 1999 budget should be estabhshed on‘a basrs whrch enables ‘
this cost to be met. In October; and before the opcratton was’ t!‘lVIQ']E.Ld the C umnusswu '

presented an Amending Letter to the Prellmmary Draft Budgct pr ovrdmsc for an U'\'Ll\l“
increase in the budgetary appropnatrons of the EAGGF Guarantée of 513 nulhun Euro,

compared to the initial Drehmmary Draft Budget and to the draft budg,ct Since then .
partly in anticipation of the effect of international. food supply to Russia wurld prices for
- the prrncrpal cereals have firmed: by about $10 per tonne. This has larg g_lv removed the
need for the increase ‘foreseen in the Amendmg Letter. However, given that the toud* ’

supply operatiofi to Russia was not envxsaged when the Amendm[, Letter was adopted, an

increase in the approprlatlon of the EAGGF (ruarantee Sectlon of ctosc to 500 million - .

' ,I*uro 1s Stlll requtred

e

) The Commtssron does not have the capacrtv to .exercise control over the LXLLUI]OH ot lhe

programme inside the Russian Federation. For its part, it will do all that tt can to ensure L

that appropriate measures are taken by the Russian Federatton to’ ensure a proper

_execution of the programme.. 1t is therefore for the Russnan Govcrnmcnt to prepare a
- detailed plan for the execution of the programme (in parttcuiar in relation to the

allocauon to needy regions.and details of distribution channels and control measures).
The: Russlan l'edemtlon will give all assurances that the pmducls are distributed to the

popu]anon in need i in a number of speultcd regions, in accordance wrth the Russian plan -

"regardmp the execution of the programme This plan will be finalised in co-opcmtmn
w tth the C ommrssxun for inclusion m the Memorandum of Understzmdmb The oroducts

i : - . -



- will be di'stributed to Russia in several portions The Russian Government will prepare '
regular reports on the executron of the programme whlch wﬂl be transmltted to the
Commission. R Y .

The provisions described above shall not prejudice the audit powers of-thie ‘Court of .
- Auditors under Article 188c of the EC Treaty If the Commission receives evidence
which gives it reason to doubt whether the obhgatrons of the Ruséiat Governmment set out
in the Russian programme which will form a part.of’ the. Memorandum of Undcrstandmg,
are being fully respected the Commlssmn will suspend the’ operatron o

It is not.the Commission’ s mtentron to accept the Russran rcquest to use the proceeds
obtained for the sales in order to develop the Russian agricultural sector. ‘Although the
Commission. believes that the reconstruction of the Russian agricultural sector is
fundamental for the future dcvelopmcnt the Commission. is of the opinion that this is not

- a prmcrpal objective of the operation. Consequently, the Commission will propose the
revenues of the programme be used purely for social purposes :

Memorandum of Understandlmg

A Memorandum of Understandmg on the 1mplementatlon of the programme will be
agreed Jomtly between the European Community and the Government of thc Russran
I‘ederatron : - -

_In addition to rules regardmg the operational part and partics’ rcsponslbllllles cle., the
' Memorandum will include certain provisions and condltrons whlch will be required in
- order to .ensure -that the .objectives of the programmes are obtamed and that the
programme is correctly reahsed

" — The Russian Government w1ll submit to the European Commumty the list of regions

in need as well as their plan regardmg the execution of the programme (especially

- distribution and control). Those documents will be a part ot the Mc.mornndum of
: Understandmg :

- — The Russran Government will ensure transparency and full controls of all operations
“from the take-over of the commodities to the ultimate points of distribution of sales
and will prepare regular reports on the 1mplementatlon of the programme whlch will
be transmltted to the Comm}ssron . . . - -

.~ The European Community w1ll supply the products free of charg,e CIF to the Russian
-~ .ports or free at frontier to thé Russian border. The costs ot unload:ny_. oi the produ(.l\
wnll be covered by the Russlan Govcrnmcnt ' : :

— The products will be exempt from customs duties and other taxes, charges and
licensing when imported into Russia. Vetermary/samtary and other border control-
~ procedures wrll be s1mphﬁed :

~ The Russran Government will designate, and ‘submit to the Commission for approval,
the bodies and/or operators which will be responsible for reception, transport,
processing and distribution of the ;,oods to the ﬁnal destinations on behalf of the
Russian govemment :



A-‘ The products 1ncluded in the programme will be sold at the prevaihng local market_.
prrces in the reglons where there are food shortages : '

‘~ The proceeds obtamed from the sales will be transferred to a specral account in thc
'Federal budget desrgnated for socral purposes '

- The Russran Government w1ll ensure that the products mcluded in the programme are
not re-exported and that it will not export the same commodltres o

3

‘4—‘ “The products 1ncIuded m the programme w111 be dlstrlbuted to Russxa m several’ .
‘ subsequent steps ‘

-, '_The Commrssron will retain the right to suspend the operation if'it receives evrdence- .

~ which gives it reason to doubt whether the obligations of the Government of the -
Russian Federatron set .out in- the Memorandum of Understandrng are bemg fu!ly
respected ' : Co r ’

WTO-aspects

International food ald fransactions are in principle neither considered” as stibsidised
cxports nor as actions which circumvent the export subsldy commitments of the WTO
and thus have not to be counted against the ¢ ommunity’s export ~.uhsxdy anmllmull\ :
" "The Commission will present its programme (o Russia as a bllutcml food aid. trunsuclmu
' covered by Article 10(4) of the WTO A;,reement on Agrlculture lhls includes to notity.
the programme to the FAO Commrttee on Surplus Drsposa] and to respect its estabhshed- ]
,procedures ST : ,




c.h, -4«/‘1, Ao (>‘l- s
( M VM oc K /Vlr Kulik to Mr. Van den Broek, made by the
EC delegation in Russia.

;ﬂ,
&VM Summit - mecting Ibcnvccn Chancellor . Klima, the President of  the Luropean
Commission, Mt. C~untu and Prime-Miaister Pamakov, duning winch the difhicult
situation i Rusqm was. dxsrus&ed wmmc.ncuj our negotiattons on this issue.

l}u‘rins a subscguent fruittul mecting between Dire(:t‘or-(}cncml Legras and me on ¢
November 1998, a further assessment of the curtent food situation in Russia wag

made. The objective analysis of the stuation showed that a substantial shortage of

food 1s quite tikely 1o appear this winicv in Russia and that 10 order o overcome this

situation, food ad from abroad s uey Lnrly needed; especially fnr the up,mn\ of the
‘Russnn i uh-mtmn most ccvum.lv dﬁLLILd bv b.:d h;u V5t :

fhere i‘nrc' the Russtan (m»umuun 1U|\JC'1'~ urucnl food dld o dhie Buiopeans
. . H . - .

( ‘mnu «,on&mm" of:

| million tons of whei,

500 600 tons of ryc;

54900 tons of rice;

150 0040 tons of beef,

100.000 tons of pork:

SO 000 tons of skimned nilk powdc
30 000 tons of pabt:.(nmca_roun] '

We understund thst the quauhuu and the stlu:nou (a.smnmt:nl) al hm\d-wuﬂ can be
(hdngvd by mutuul agresnient ' '

. . A .

These products widl be pm'fm safe i the most severedy attected Wossian repions al
cxasting, market prices. '1']1L'1'<.\'/cnuc< af the safes will be pae ot a speaitic budyet e
(accouat) of the federal. budgct in order 1o fund \pu.ml xmmi prograitnes il
dcvclopmum of the agricultural seclon,

The Russian Govermment tully assures the European Communty that all necessary
controls at sea ports-and transporation chains will be applied so that the toad. ames
in the most \(.vorcly aﬂucwd Russian regions and that the revenues will be used for
social. necds ' ' S ' '

I be!ieve that the necessary implementation rules for this food aid from the Eulapean
Comminity should be jointly agreed in the pear future between the European
C()mrmsslon and the Russian Government and: a’ Memm.mdum of Undu\nndnn

stuned.

To this end, Mr. Van den Brocek, 1 owould hk(: 0 ask vou in w.'n\l H \Imlmll\ul
d_u,lu .u'nn ni lhc ( (mumsmm to Mowuw and w mform s ul lht‘ ddlL ol rls avival,

Y siocrely s

Cr Kuhk T N S \
Deputy Clamman o R }) i ( ‘/,( {1 7&/0'\/- S !
ul the Ciove et ‘ S . ' . : ' ’ !
ol the I’.q.\,.‘niiu {-ederatian
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