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1.
Rapporteur: Angélique DELAHAYE (EPP/FR)

2.
EP reference number: A8-0339/2016 / P8_TA-PROV (2016)0504
3.
Date of adoption of the resolution: 14 December 2016

4.
Subject: Common agricultural policy (CAP) tools to reduce price volatility in agricultural markets
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 covers the many different existing instruments under the common agricultural policy (CAP) and advances several proposals for further policy development. It underlines the importance of maintaining decoupled direct aids under the current CAP, while also reflecting upon new solutions, in particular on precautionary savings scheme and on countercyclical measures. It also highlights the fact that a European common policy is vital, while advocating for a more incisive and coherent policy, with targeted instruments at EU and national level.

The resolution includes a number of requests to the Commission, such as the following:

a)
it asks the Commission to set up an EU legislative framework forbidding unfair trading practices in the food supply chain that can create price volatility on agricultural markets;
b)
it calls on the Commission to take urgent action to support the agricultural sector of the outermost, mountainous and less favoured regions, where costs linked to producing, harvesting and marketing products outside the areas where they were produced are much higher than in other areas, and to provide specific indicators for the activation of safety net measures for agricultural markets in these regions;
c)
it calls on the Commission to facilitate the introduction of contractual systems by adjusting, in accordance with Article 42 of the Treaty on the Functioning of the European Union, EU competition policy to the specific needs of the agricultural sector, with uniform rules and implementation in all Member States; and it considers that the CAP objectives must continue to prevail over competition rules and that any initiatives to better adapt competition law to the specificities of the agricultural sector should be based on the  Regulation establishing a common organisation of agricultural markets and on specific provisions for certain agricultural products (Single CMO Regulation);

d)
it calls on the Commission to foster the exchange of best practices between Member States and to develop new tools, which should not only be fair, efficient and reactive, but also affordable and accessible for farmers, in order to prevent and manage the risks associated with price volatility, and thus to lay the foundations for discussion of the future reforms of the CAP;
e)
it calls also on the Commission to take initiatives by offering incentives to set up such funds, while guaranteeing that any future risk management scheme must comply with, and where necessary complete, insurance systems adopted at national level by Member States;
f)
it calls on the Commission to adopt, in close cooperation with national authorities and farming groups, an awareness-raising plan on the risk management tools available within Pillar II and in the single CMO;
g)
it encourages the creation of a European map with real-time information on the availability of agricultural products;
h)
it urges the Commission to provide the necessary resources for observatories to enable them to make recommendations, rather than to purely monitor disruptions;
i)
it calls on the Commission, therefore, to develop combinable and/ or complementary public- and private-sector tools, together with a tailored, binding early warning mechanism in order to ensure the proper functioning of markets and counteract market crises;
j)
it calls, therefore, for the crisis reserve to be constituted outside the CAP budget and for it to serve as source of funding for crisis management tools;
k)
it calls on the Commission to conduct a study on how to develop mechanisms to prevent and combat crises due to price volatility using countercyclical aids, and to provide for greater flexibility in the annual budgets, within the bounds of the multiannual financial envelope, in order to take account of the countercyclical aids.
7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

In over 50 years of history, the Common Agricultural Policy (CAP) has undergone several reforms which have turned it from a strongly market regulating policy to one which has successfully accompanied the integration of EU agriculture in global markets. This has increased economic opportunities, but also EU farmers' exposure to risks.

The Commission thus shares the view of the European Parliament that the question on how to foster resilience of farms and the EU agricultural sector against price volatility but also against other forms of risks is a key matter for future policy development. As such this question is also being considered as part of the ongoing CAP modernisation and simplification exercise based on both a wide, open and transparent public consultation (including questions covering income-related aspects and risk management) and on analytical work that will ultimately feed into an impact assessment. As set out in the Commission Work Programme for 2017, the Commission is taking forward work and consulting widely on simplification and modernisation of the Common Agricultural Policy to maximise its contribution to the Commission's ten priorities and to the Sustainable Development Goals.
Concerning the specific requests outlined above:
a)
The Commission has taken good note of the positions presented by the European Parliament that call for EU action, and it is considering various options.

b)
The Commission would like to recall that the Rural Development Policy for the programming period 2014-2020 does include specific provisions for and incentives to agricultural sectors in outermost, mountainous and less favoured regions. Therefore, the policy already includes possibilities to specifically support these agricultural communities with a favourable treatment as compared to areas not subject to these constraints. These options have to be activated by the Member States or regions in their Rural Development Programmes (RDPs).

In general, all rural development measures, including risk management tools (insurance and mutual funds to compensate for production loss due to natural disasters and income loss), are applicable also to these regions. In this context cooperation measures to support short supply chains could also be a potentially useful policy tool.

A further safety net layer for agricultural sectors is of course provided by the CAP direct payments. Optionally, Member States can provide targeted support under direct payments for natural constraint areas. The specific needs of outermost regions are taken into account by the specific scheme POSEI. The main objectives of POSEI are to guarantee the supply of essential products and to maintain and develop diversification sectors and preserve/ improve the competitiveness of traditional sectors; the annual allocation for this scheme amounts to EUR 653 million. The Commission report on the 2006-2014 POSEI scheme, sent in December to the European Parliament and to the Council, highlights its ability to address the particular agricultural challenges in the outermost regions: the Specific Supply Arrangement reduced the difference in price of the supported products in these regions compared to the mainland and the Specific Support for Agriculture facilitated the maintenance of agricultural production activities.

c)
Concerning contractualisation and producer cooperation:
· Mandatory contractualisation

The Commission agrees that written contracts between agricultural producers and manufacturers and other downstream partners can be a useful tool in stabilising delivery relations and increasing planning certainty.
The Commission points out that the current Common Market Regulation already provides Member States with the possibility to impose the use of written contracts with certain minimum criteria, and is carefully studying the recommendation of the Agricultural Market Task Force to work on best practices and increase the use of written contracts.

· Rules on producer cooperation

The Commission agrees that the position of farmers in the food supply chain should be strengthened. The Commission supports effective, efficient and sustainable producer cooperation that can improve in a sustainable manner the economic situation of producers. To that effect there are already some specific derogations to competition rules. This has for instance been the case in the milk sector since 2012 through the so-called Milk Package, and two reports have already been issued on the take-up of the possibilities opened by EU legislation for strengthening the position of dairy farmers in the supply chain
. In 2015, the Commission provided guidance to producers on how to apply the new derogations laid down in Articles 169-171 CMO that also aim to strengthen the position of farmers in the arable crop, beef and veal, and olive oil sectors.

The Commission notes that there is further the possibility for producers to collectively agree on a number of actions, including planning production, in cases of severe market imbalances (Article 222 CMO).
The Commission supports the work in interbranch organisations. In this regard, interbranch organisations have the possibility to notify their agreements to the Commission for scrutiny under Article 210 CMO.

The Commission considers that agricultural producers and other operators of the food supply chain should be able to work together in an environment in which the applicable legal rules, including the application of the EU competition rules, are clear and easy to handle. The Commission points out that the Agricultural Market Task Force made detailed recommendations to achieve this objective, which the Commission currently analyses in detail.
d)
The Commission shares the importance of exchange of best practices between Member States and takes note of the recommendation.
While it is too early to predict what the future CAP will hold, nevertheless the Commission considers that improving the resilience of farmers is vital in order to enable them to cope with future shocks and will be a central plank in the future CAP discussions. The ongoing process on CAP modernisation and simplification provides a clear opportunity to assess existing tools and possible alternatives based on an open, wide and transparent discussion with all EU institutions, stakeholders and citizens as well as an evidence-based analytical process.

e)
The risk management toolkit as part of the Rural Development Policy 2014-2020 includes a general Income Stabilisation Tool (IST), which is set up as a mutual fund that compensates farmers' annual income loss if it exceeds a drop of more than 30% compared to previous average levels. The legal basis for the IST is generic enough to allow Member States sufficient room to design their IST schemes in order to integrate them into the possibly already existing insurance systems.

In an effort to increase the efficiency of the CAP tools, the Commission has made a proposal for a sector specific IST in the framework of the Omnibus Regulation, where payments would be triggered faster; by just a 20% drop in income. This proposal also includes the withdrawal of the prohibition of public fund contribution to the initial capital stock of the mutual fund. The former part of the proposal makes the risk management tool more responsive to income volatility, and the latter increases the practicability for the implementing authorities.

Also, the ongoing process on CAP modernisation and simplification provides a clear opportunity to assess existing tools and possible alternatives based on an open, wide and transparent discussion with all EU institutions, stakeholders and citizens as well as an evidence-based analytical process.

f)
The Commission takes note of the request.
The Commission agrees that the cooperation with the Member States and awareness raising activities on their part are crucial to ensure the uptake of risk management tools by beneficiaries. While the communication and promotion of RDPs to potential beneficiaries are a regulative requirement for Member States, efforts are currently being made to foster the cooperation between the Commission and Member States. An ENRD Workshop is scheduled for March 2017 targeting Managing Authorities, agricultural representatives and other relevant parties on "Increasing farm income and resilience through imaginative and targeted RDP programming".
g)
The Commission takes note of the request.

The creation of Market Observatories – starting with milk in April 2014, followed by meat in July 2016 and under development for other agricultural sectors – is accompanied by the provision on the Europa website of daily information on the agricultural products covered (see http://ec.europa.eu/agriculture/milk-market-observatory_en for milk and http://ec.europa.eu/agriculture/market-observatory/meat_en for meat).

h)
Market Observatories for several sectors are already available or under development (observatories will be set up in the near future for arable crops and sugar). The aim is to ensure that these observatories provide relevant market information to stakeholders, in a cost-efficient way taking into consideration limited human and financial resources available as well as applicable rules.
i)
The CAP already provides a set of combinable and complementary tools with (i) mainly decoupled direct income support which is granted to farmers independently from any crisis or realisation of a risk and (ii) a "market safety-net" aiming at addressing serious market imbalances. The European Agricultural Fund for Rural Development (EAFRD) completes the picture, offering support for a whole spectrum of measures which help preventing or adapting to the consequences of risks e.g. via resilience enhancing investments or via restructuring.
The Commission takes note of the request of a binding early warning mechanism. It recalls that the ongoing process on CAP modernisation and simplification provides a clear opportunity to assess this and other innovative ideas.
j)
As part of the agreement on the multiannual financial framework (MFF) 2014-2020 and the CAP reform, it was decided to establish the crisis reserve within Heading 2 of the MFF and to finance this crisis reserve each year by an adjustment of the direct payments to farmers (financial discipline mechanism). It was also agreed that unused appropriations at the end of a financial year shall be reimbursed, up to the maximum amount of financial discipline applied, to farmers in the year thereafter.
Since 2014 the Commission has taken several measures, for around EUR 1.7 billion, to support farmers affected by the Russian import ban and other market disturbances in various sectors. The crisis reserve has not been called upon to finance these measures.
k)
The Commission takes note of the request. It recalls that countercyclical measures would not be an appropriate form of support as they prevent farmers from responding to market signals. Decoupled direct payments provide a more appropriate income buffer in times of market disturbance.
�	See � HYPERLINK "https://ec.europa.eu/agriculture/milk/milk-package_en" �https://ec.europa.eu/agriculture/milk/milk-package_en�.
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