European Parliament Resolution on risk and crisis management in the agricultural sector
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4.
Subject: Risk and crisis management in the agricultural sector

5.
Background of the Resolution:
The Communication on risk and crisis management in agriculture was adopted by the Commission on 9 March 2005 and presented to the Agricultural Council on 14 March 2005. The Communication proposed not to generalise the beef clause but rather to assess risk and crisis management instruments on a case by case basis when reviewing Common Market Organisations (CMO). The Communication also stated that modulation money must be used in rural development and any new rural development measures must be compatible with WTO green box requirements. Three possible options were identified: (1) financial support to farmers’ insurance premiums against natural disasters, (2) support for the setting-up of mutual funds, (3) providing basic coverage against income crises.

The Agricultural Council of 30 May 2005 closed the debate on the Communication. The Luxemburg Presidency concluded that most Member States support the Commission view not to generalise the safety net clause which is available in the beef CMO. The approach agreed upon will rather be to examine risk management provisions on a case by case basis when reviewing other CMOs (e.g. for fruit and vegetables, wine). On the financing of potential new measures from modulation money the Presidency noted consensus on three essential conditions: The introduction of new tools, and the related financing rules, must not undermine the operation of the instruments already existing now at national level, the new measures must fully comply with green box criteria as defined by the WTO and, although public financing may be essential, especially for the establishment and smooth start-up of new tools, joint responsibility and therefore financial participation by agricultural producers is also essential.

6.
Brief analysis / assessment of the Resolution and requests made in it:
On a general point of view, the Resolution calls for preventive measures as well as compensation or indemnification. It asks the Commission to take more into account, among others, the liberalisation of the market and the WTO consequences. Concerning the financing of the measures, the Resolution considers that modulation funds are not sufficient and asks for more money.

Concerning the first option of the communication (private insurance schemes) the Resolution makes few comments. It considers the role of insurance to be very important and asks for more detailed studies regarding the subject, including reinsurance.

The second option (mutual funds) seems to be the most welcomed by the Resolution. It points out the important role played by producer organisations and the sharing of risks. The Resolution is in favour of national and European measures to encourage private investments and producer contributions.

Finally, the third option (coverage against income crises) seems to be less appreciated by the Resolution, which draws the attention on the difficulties in determining income losses and administrative costs. The Resolution does not want the Commission to develop a public coverage against income crises but asks for proper monitoring systems in order to ensure private systems.

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

Concerning the request for further studies: A study on national insurance schemes has been commissioned by the Commission to the Joint Research Centre in ISPRA. This will draw the panorama of what is done in the Member States and the technical issues of insurance systems in agriculture. A research project on variability of income has also been launched (with the Wageningen University in the Netherlands).

As regards the ‘beef clause’, the discussions in the Council have not produced a clear mandate to introduce a general safety net clause in all CMOs or to introduce new measures which are financed from modulation money. However, the Commission is ready to examine the introduction of targeted risk and crisis management provisions in other CMOs on a case by case basis, when it discusses their reform. This will be particularly important for the fruit and vegetables sector.
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