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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION 

on CAP tools to reduce price volatility in agricultural markets 

(2016/2034(INI)) 

The European Parliament, 

– having regard to Regulations (EU) Nos 1305/2013, 1306/2013, 1307/2013 

and 1308/2013 of the European Parliament and of the Council setting out the European 

Union’s common agricultural policy, 

– having regard to the March 2016 study carried out for its Committee on Agriculture and 

Rural Development entitled ‘State of Play of Risk Management Tools Implemented by 

Member States during the period 2014-2020: National and European Frameworks’,   

– having regard to Rule 52 of its Rules of Procedure, 

– having regard to the report of the Committee on Agriculture and Rural Development 

and the opinion of the Committee on Budgets (A8-0339/2016), 

A. whereas instability and price volatility have always characterised agricultural markets, 

and over the past few years have become, due to a rapid succession of shocks in 

demand, supply and price, a structural feature of agriculture at both European and world 

level; 

B. whereas agriculture must meet the major challenge of world population growth, while a 

large part of the planet's population remains malnourished, and the volatility of 

agricultural markets to variations in production and imbalances between supply and 

demand will continue to increase; 

C. whereas climate change and agricultural pests adversely affect agricultural output 

levels, and manifestations of climate change such as drought and floods contribute to 

price volatility; 

D. whereas macro-economic conditions can play a key role in price volatility, including 

structural factors such as exchange rates, energy and fertiliser prices, interest rates and 

speculation on agricultural markets; 

E. whereas outside the EU the main global players in agricultural markets are introducing 

policies that aim to curb volatility, and whereas the agricultural G20 has also 

undertaken to address the issue, in the context of sustainable development, by taking 

action to combat the negative impact on food security of the excessive volatility of 

agricultural raw material prices; 

F. whereas every region in the world has its own production models, as well as different 

measures in place with regard to environment and animal welfare, which can have 

serious implications for the cost-price of production, and whereas European farmers 

should be able to compete on the world market; 

G. whereas political choices, such as the imposition of trade embargoes, can increase the 

volatility of agricultural product prices; 
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H. whereas the European Union does not currently have a genuine safety net to curb 

market volatility, which acts a powerful disincentive for farmers to continue working on 

EU territory; 

I. whereas in recent decades market opening and choices leading to economic 

globalisation, especially under the impulse of the WTO agreements or bilateral trade 

agreements, have enabled greater market fluidity but have also played a part in 

heightening the phenomenon of price volatility in agriculture; 

J. whereas farmers have been experiencing increasing production costs and an increase in 

farm debt, and whereas 2.4 million farms in the EU disappeared between 2005 and 

2010, which resulted in the loss of a large number of jobs in rural areas; 

K. whereas agricultural markets, as the meeting-point of supply and demand, are inherently 

unstable, and whereas the presence of financial actors tends to reinforce this instability, 

and the limited elasticity of global food demand and agricultural product supply 

contributes to an increase in the effect of real or perceived imbalances on market 

participants, with a sometimes shocking impact on agricultural product prices; 

L. whereas the financialisation of the global economy and the accompanying speculation 

might have an impact on agricultural markets and may contribute to increasing their 

imbalance and the volatility of prices, with agricultural raw materials being used simply 

as financial assets; as was highlighted by the dreadful hunger riots in 2008, this 

excessive financialisation can be devastating and ethically reprehensible if it threatens 

the food security of the poorest, least well-nourished people on the planet; 

M. whereas the European Union has a responsibility to contribute to food security in 

Europe and to the competitive position of European farmers and market gardeners on 

the world market; 

N. whereas the agricultural and agri-food sector is important for the EU's economy and has 

the potential to contribute to sustainable growth; 

O. whereas price volatility creates a high degree of uncertainty among producers and 

consumers, with the former seeing their income and ability to invest, and therefore the 

long-term viability of their activities, as under threat when prices are low, whilst the 

ability of consumers to feed themselves and have access to basic goods might be 

compromised by high food prices, thereby giving rise to crisis situations; 

P. whereas price volatility is damaging to farming and the agri-food sectors, which is 

detrimental to investment, growth and employment and which can also seriously affect 

consumer supply, food security and the smooth operation of the CAP; 

Q. whereas price volatility affects farmers’ capacity to invest and create employment, 

which discourages modernisation, innovation, young farmers and generational renewal;  

R. whereas sustainable farming as a source of high-quality food can only be ensured if 

farmers receive adequate farm-gate prices which cover all the costs of sustainable 

production; 
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S. whereas in the context of the "digital revolution", greater transparency in European 

markets and timely access to information may contribute, among other tools, to limiting 

the volatility of markets and prices through improved and more objective access for 

economic operators to the development of agricultural markets, helping to provide 

better protection for farmers' incomes and countering agricultural market speculation; 

T. whereas the CAP as reformed in 2013 includes tools for risk management within the 

framework of rural development policy, and whereas only 2 % of the second-pillar 

budget and 0.4 % of the CAP budget are currently spent on these tools; 

Current situation and objectives 

1. Considers that farmers will be increasingly exposed to price volatility , arising from 

various causes  such as the instability and imperfection of agricultural markets , the 

globalisation and sophistication of agricultural markets, greater variability of supply due 

to climatic instability, increased health risks and the uncertain equilibrium of food 

supply ; 

2. Deems it necessary to adopt a more incisive  and coherent policy,  with targeted 

instruments  at EU and national level,  in order to secure multifunctional, sustainable 

agricultural production throughout the Union along with fair and remunerative prices,  

by lessening the negative effects for those operators most exposed to price volatility in 

particular; 

3. Notes that the various agricultural sectors have different degrees of exposure to price 

volatility and that the calibration of public policy tools or mitigation strategies of the 

actors involved must be adapted to each sector and to the real, current and future risks 

faced by farmers; 

4. Notes that, while the European Union is scaling back its strategic support for agriculture 

, its competitors on the world market, notably the United States, Brazil and China , 

make available very  considerable, and increasing,  sums of public money for 

developing new risk-policy models  and providing instruments  to protect their farmers 

from the effects of price volatility; 

5. Points out that the European Union is the only agricultural actor to base its agricultural 

policy on support decoupled from production, while at the same time dismantling its 

strategic supports for agriculture over the years;  

6. Notes that in its Farm Bill 2014 the United States has developed specific insurance 

policies for different agricultural sectors; 

7. Points out that the CAP has consistently evolved over the past decades, while its main 

objectives of ensuring a decent standard of living for farmers and providing a stable and 

safe food supply at affordable prices for consumers remain valid; 

8. Highlights in this regard the fact that a European common policy is vital for a sector  

that is responsible for ensuring food security  and food safety and which plays a key 

role in the use of natural resources and the sustainable economic and environmental 

development of rural areas; 
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9. Underlines the importance of using synergies between the CAP and other EU policies; 

10. Notes that the most recent reforms of the CAP have almost fully decoupled direct aid 

from production, have continued the process of convergence for direct payments and 

have taken on board societal and, in particular, environmental concerns to a greater 

extent; 

11. Notes with concern a reduction in CAP resources throughout the years, in particular 

those devoted to common market organisation (CMO) measures, opening up the 

prospect of CAP renationalisation, and undermining fair conditions and a level playing 

field in the EU’s single market;  

12. Stresses that EU farmers' average annual incomes have stagnated or even declined over 

the past 10 years, while production costs have continuously increased, resulting in a 

substantial drop in the number of farms, with the threat of many job losses in rural 

areas;  

13. Considers that the Commission should use the entire financial margin for manoeuvre at 

its disposal within the single CMO;  

14. Regrets the very slow rate of implementation of the single CMO  tools to reduce the 

harmful impact of price volatility and manage market disruption);  

15. Points out that most of the risk management instruments, mutual funds, income 

stabilisation and insurance tools  granted under rural development programmes are 

being implemented unevenly and with limited budget funding;  

16. Recommends, therefore, that current second-pillar measures be reinforced in order to 

enhance the competitiveness of European agriculture  and to involve producers’ 

organisations closely in the implementation process;  

17. Calls on the Commission to conduct an in-depth analysis of the reasons for both the 

weak uptake of the tools available under the second pillar of the CAP and the 

sub-optimal implementation of the single CMO, with the purpose of reviewing the 

relevant provisions accordingly; 

18. Underlines the importance of maintaining decoupled direct aids under the current CAP 

together with the single area payment scheme, which constitute compensation for public 

services and a vital component in securing the income of farmers and providing them 

with a degree of financial stability;  

19. Stresses, however, that the current CAP, lacking responsive and effective tools, has 

neither adequately addressed the greater volatility seen on agricultural markets nor 

allowed farmers to respond to market signals or develop solutions to cope  with price 

changes; 

20. 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 
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safety net measures for agricultural markets in these regions ; 

21. Considers that the EU’s food autonomy  and security, as well as the development of a 

competitive and sustainable farming sector throughout the Union that meets the needs 

of citizens, must remain strategic objectives  for the future CAP, while a fair standard of 

living for farmers must be guaranteed  as a matter of urgency; 

22. Considers that viable food production cannot exist without European farmers, who are 

continuously exposed to price volatility  and depend heavily on stable markets and 

prices, as well as adequate public funding  and measures preserving the competitiveness 

of farms and family farms ; 

23. Highlights in this regard the important role of young farmers and newcomers in 

guaranteeing the future of European agriculture ; 

Proposals 

Sectoral organisation and contractual systems 

24. Considers that primary producers are the weakest link in the food supply chain, 

especially in view of an increasingly concentrated and large retail sector at European 

and national level , and must be permitted to come together in bodies such as 

cooperatives, producers’ organisations, or their own associations or inter-branch 

organisations;  

25. 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 (TFEU),  EU competition policy to the specific needs of the 

agricultural sector,  with uniform rules and implementation in all Member States; 

26. Stresses that the negotiating power of producers must be strengthened in the food chain, 

through standard , transparent , balanced and collectively negotiated  contracts, in order 

to place farmers in a position to counter unfair trading practices , boost their 

competitiveness, improve their income stability,  generate added value and invest in 

innovation ; 

27. Stresses that those contracts should be of adequate duration and should lay down the 

prices, payment periods and other terms for the supply of agricultural products ; 

28. Considers that farmers in the various farming sectors should be able to negotiate the 

terms of contracts collectively via producers’ organisations whose size corresponds to 

that of the industrial or distribution groups they are negotiating with ; 

29. Notes that the potential offered by longer-term integrated supply chain contracts, 

forwards contracts, fixed-margin contracts and the opportunity to 'lock in' prices that 

reflect production costs for a set period of time could offer producers a tool with which 

to manage the impact of volatility on their margins;  

30. Believes that the option of making use of new instruments in contractual relations 

should be available, and that contract mediation tools must also be made available); 
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31. Notes that inter-branch organisations encourage trust and  dialogue among the various 

stakeholders (producers, processors and distributors)  and facilitate the creation of 

added value through  joint initiatives that help farmers to understand markets and 

production better, promote good practices and market transparency , forecast production 

potential, help improve supply management and draw up standard contracts that are 

compatible with EU rules and regulations ;  

32. Calls on the Commission to encourage EU-level inter-branch organisations to jointly 

defend the interests of producers in the sectors most oriented towards cross-border 

markets, such as the fruit and vegetable sector ; 

33. Recognises the efforts made by European cooperatives in uniting (213) and helping 

producers to improve their position in the value chain, (110)and believes it is necessary 

to encourage them to play a greater role in agricultural sectors, thus (213) mitigating the 

effects of excessive market volatility(110); 

Risk management tools 

34. Recommends that the tools for climate, health and economic  risk management, 

particularly the various types of risk insurance for agriculture production , income 

stabilisation tools , individual provision mechanisms and mutual funds, be further  

developed in a market-oriented CAP  in order to limit the effects of price volatility and 

encourage forward-looking farm management ; 

35. 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; 

36. Underlines that such tools, coming alongside the direct payment system , must be 

equipped with sufficient resources  to increase the resilience of farming  while reducing 

the need for ex-post crisis management ; 

37. Considers that sectorial managed mutual funds, established on the initiative of farmers, 

can stabilise farmers’ incomes to some extent as the profit margins on their produce 

fluctuate; 

38. Considers further that those mutual funds should not replace the support provided by the 

Union and should be combined with national support; 

39. 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 ;  

40. Considers that price volatility can also be managed at national level, and invites the 

Member States to take into account market volatility in their tax rules by allowing 

farmers to create individual provision mechanisms that could be tax-free ;  
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41. Considers that farmers are economically among the most vulnerable actors on the 

markets, particularly those who have invested in developing their holdings ;  

42. Considers further that CAP tools, such as effective cash flow assistance  or 

precautionary savings scheme  should be put in place in order to prevent the impetus for 

investment from being lost; 

43. Highlights the fact that farms can only afford to innovate if capital costs are low and 

there is a degree of liquidity available ; emphasises in this regard that a stable income is 

one of the preconditions that enable farmers to gain access to loans;  

44. Notes that the role and actions of the banking sector have an acute impact on producers 

and that the increasing levels of farm debt add additional burdens to the sector in times 

of volatility; 

45. Underlines the importance of informing farmers better on the European Investment 

Bank's key role in supporting and developing the rural economy and how to benefit 

from innovative financial instruments ; 

46. Considers that better information on the modernisation, sustainability and 

competitiveness of holdings must be made available to farmers and farmers' 

organisations, while at the same time providing training courses on risk management, 

market data, margins and volatility;  

47. 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;  

48. Calls on the Member States and local authorities to strengthen the aforementioned 

aspects in their programmes of agricultural education and vocational training; 

49. Believes that one of the ways of stabilising markets and reducing price volatility is to 

ensure a better balance between supply and demand; 

Agricultural market and price observatories 

50. Considers that agricultural markets must be transparent, which can principally be 

achieved by making the publication of existing information  on prices and costs  more 

timely, easily  accessible and useful to all stakeholders in the supply chain , from 

production to distribution , thus limiting price speculation and price volatility ; 

51. Notes, however, that price transparency in itself will do nothing to improve the 

resilience of farmers against price volatility or to resolve structural faults in market 

organisation such as the imbalances between supply and demand;  

52. Encourages the creation of a European map with real-time information on the 

availability of agricultural products;  

53. Welcomes the extension of additional market monitoring instruments to other sectors ; 

54. Emphasises the important advantage for farmers of being aware of price formation and 
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movements,  as well as trends in supply,  when negotiating contracts with all other 

stakeholders;  

55. Recommends the establishment of European agricultural price observatories, covering 

the entire chain, from the producer price to the final selling price,  in order to provide 

ongoing, segment-by-segment analysis of agricultural markets;  

56. Recommends  the involvement of economic stakeholders when making up-to-date and 

relevant data on movements and short- and medium-term forecasts available at monthly 

or bi-monthly intervals corresponding to the specific needs of the relevant sector ; 

57. Urges the Commission to provide the necessary resources for observatories to enable 

them to make recommendations, rather than to purely monitor disruptions ;  

Crisis prevention  and management tools 

58. Takes the view that the traditional CAP crisis management tools (public intervention 

and private storage) are not sufficiently effective in a globalised economy; 

59. 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;  

60. Considers that the Commission should use all the tools already at its disposal in the 

single CMO to fight crises ;  

61. Regrets the low use of the crisis reserve, which is mainly due to budgetary rules, in 

particular the annuality rule, and to the discretion that the Commission enjoys when it 

comes to releasing funds from the reserve;  

62. Calls, therefore, for the crisis reserve to be constituted outside the EU budget  and for it 

to serve as source of funding for crisis management tools ; 

63. Looks upon countercyclical measures as crisis prevention and  management tools, in 

combination with the risk management tools, through which the EU can intervene on 

agriculture markets in cases of “force majeure” crisis  so as to avoid substantial price 

cuts ; 

64. 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 ; 

65. Instructs its President to forward this resolution to the Council and the Commission. 
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EXPLANATORY STATEMENT 

 

Europe’s farmers are increasingly exposed to risks  

Farming relies on biological processes. It is thus highly dependent on climatic conditions and 

influenced by plant and animal diseases1 – natural factors beyond the control of farmers.  

Hence the performance of farm businesses is much less predictable than that of businesses in 

other sectors. Income uncertainty is a particular impediment to investment and innovation and 

can put the financial viability of farms in doubt. Moreover, because agricultural output varies, 

agricultural markets naturally tend to be volatile. It is generally agreed that excessive 

volatility benefits neither producers (as the messages from the market keep changing and 

income becomes uncertain) nor consumers (affecting the degree of choice they have when 

buying food). 

Volatility is a complex phenomenon with many causes, some of them matters of dispute. 

Since the spike in agricultural prices on world markets between 2007 and 2008 and the 

subsequent period of intense volatility, the subject has been high on the international political 

agenda2, not least because volatility can affect global food security3. In 2011, the G20 

approved an Action Plan on Food Price Volatility and Agriculture, which led to the creation 

of the Agricultural Market Information System (SIMA) with the aim of making agricultural 

produce markets more transparent4.  

It is likely that the coming years will bring increased market uncertainty and greater economic 

and climate-related risks. The increasing globalisation of trade in agricultural products entails 

health risks (as diseases are spread) and also external supply and demand risks associated with 

EU external policies on trade, inter-governmental relations and development cooperation. 

This has refocused attention on risk management tools for agriculture. The growing interest in 

such tools is reflected in their increasingly widespread inclusion in agricultural policies, 

notably in the 2014 Farm Bill (the US agricultural policy document) and the new CAP for 

2014 to 2020. 

How the CAP has addressed volatility 

At the outset, tight market regulation was a hallmark of the CAP. The original system was 

built around guaranteed prices. Farmers could thus count on getting a minimum price for their 

produce in the event of a crisis.  

Over the years, this approach underwent radical change in several rounds of substantive CAP 

reform. 

Firstly (in the round that included the 1992 McSharry reform and Agenda 2000), direct aids 

coupled to production replaced guaranteed prices as the main CAP mechanism.  

                                                 
1 Climate Change Fifth Assessment Report, GIEC 2014. 
2 ‘How to tackle price and income volatility for farmers? An overview of international agricultural policies and 

instruments’ (Farm Europe, 2016). 
3 ‘The 2024 prospects for EU agricultural markets: drivers and uncertainties’ (Tassos Haniotis, 2014). 
4 G20 Ministerial Declaration, 2011. 
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A second round included the Fischler reform of 2003 which began the process of decoupling 

direct aids (with the single payment scheme). This was taken further with the so-called CAP 

Health Check reform which introduced changes particularly in response to increases in price 

volatility and in farmers’ costs. For the first time, a package of risk-management measures 

was included in Pillar I (providing for insurance and mutual funds to cover damage to crops, 

climate-related incidents and animal diseases - see Article 68 of Regulation (EC) 

No 73/2009).   

The third round began with the reform of 2013, shaping the CAP for the years 2014 to 2020. 

The current CAP retains its twin-pillar structure. More specifically, the direct payments 

system has been redesigned (making it more targeted, fairer and greener), the safety net 

function of the CMO has been renewed and rural development policy has been overhauled.  

The reforms have gradually made the CAP more market oriented. It was against this 

background that the potential role of risk management tools as a means of combating 

volatility and stabilising income began to be considered.  

Risk management tools in the current CAP 

The CAP as reformed in 2013 provides for a new set of risk management measures in Pillar II 

(rural development)1. Member States have a range of measures available to them for 

addressing production and market related risks and for income stabilisation, using various 

tools (insurance and mutual funds – Article 36, Regulation (EU) No 1305/2013). They can 

choose whether or not to include the tools in their (national or regional) rural development 

programmes. Articles 37 to 39 provide for crop, animal and plant insurance, mutual funds and 

a new income stabilisation tool (in the form of financial contributions to mutual funds).  

Support under Articles 37 (insurance) and 38 (mutual funds) may be granted only to cover 

losses caused by an adverse climatic event, an animal or plant disease, a pest infestation, an 

environmental incident or a measure adopted in accordance with Directive 2000/29/EC to 

eradicate or contain a plant disease or pest. The provision in Article 39 for the income 

stabilisation tool marks the CAP’s first foray into the field of income insurance and it mirrors 

the approach taken in US agricultural policy. Support may be granted only where an income 

drop exceeds 30% of the average annual income of the farmer in question in the preceding 

three-year period, or a three-year average based on the preceding five-year period excluding 

the highest and lowest entry. 

It should be noted that public funds may not be used to contribute to the initial capital stock of 

mutual funds. In addition, the reinsurance of insurance or mutual funds is not eligible for rural 

development funding.  

Member States’ implementation of risk management tools  

As the new risk management measures are in Pillar II, they remain optional for the Member 

States. The first risk management measures introduced at the time of the CAP Health Check 

met with little success: few Member States used the new tools in the 2007-2013 period.  

                                                 
1 Articles 37 to 41 of Regulation (EU) No 1305/2013 of the European Parliament and of the Council of 

17 December 2013 on support for rural development by the European Agricultural Fund for Rural Development 

(EAFRD) and repealing Council Regulation (EC) No 1698/2005. 
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As for the tools included in the current CAP, the latest available information shows that they 

have been used by 12 Member States (nine deploying them at national level and three at 

regional level). A total of EUR 2.7 billion of public money has been spent on them 

(EUR 1.7 billion of it from rural development funds).  

While this level of spending represents an increase over the amount spent on the system in the 

old CAP, it still constitutes only 0.4% of overall CAP expenditure (and less than 2% of 

Pillar II expenditure).   

The rapporteur’s position 

The rapporteur considers that the risk management tools in Pillar II of the current CAP are 

manifestly unsuited to the task of reducing the impact of price volatility on farmers’ incomes. 

She regards the volatility of agricultural product prices as one of the main factors behind the 

calamitous situation currently faced by many European farmers, and she considers that 

resolving that situation – in particular via the CAP – is part of the European Union’s role. 

The rapporteur’s aim is to produce a text that is meaningful to farmers generally and will feed 

into the deliberations about the next CAP reform. She has therefore taken a pragmatic 

approach, proposing a brief, clear and focused text that advances three key ideas:  

 strengthening the organisation of the various agricultural sectors and strengthening 

contractual systems, 

 protecting farmers’ incomes more effectively through the use of risk management 

tools that can address price volatility, 

 increasing market transparency by establishing price observatories. 

The rapporteur believes that the way to send a clear message not only to the Commission and 

the Council but also to the public generally, and especially to farmers, is to proceed 

pragmatically, focusing exclusively on the tools for combating price volatility. 

She intends, insofar as possible, to prevent the issue of volatility being overshadowed by the 

many other questions affecting agricultural markets. To make the message that ultimately 

goes out from Parliament as effective and clear as possible, she has therefore kept tightly to 

the report’s core theme.  

There are no proposals in this report for crisis management measures: that is a separate 

subject which Parliament can address elsewhere. The rapporteur has likewise chosen not to 

consider countercyclical aid schemes, which can be seen as crisis management measures. 

In the rapporteur’s view, the matter of pricing and the setting of price levels is also a separate 

subject and she has thus chosen not to address the issue of the downward price trend in 

agricultural markets. 
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7.9.2016 

OPINION OF THE COMMITTEE ON BUDGETS 

for the Committee on Agriculture and Rural Development 

on CAP tools to reduce price volatility in agricultural markets 

(2016/2034(INI)) 

Rapporteur: Nedzhmi Ali 

 

SUGGESTIONS 

The Committee on Budgets calls on the Committee on Agriculture and Rural Development, as 

the committee responsible, to incorporate the following suggestions into its motion for a 

resolution: 

A. whereas the recent bouts of extreme price volatility in global agricultural markets portend 

rising and more frequent threats to world food security and greater market vulnerability, 

undermine investment and modernisation, and discourage new entrants and generational 

renewal in the agricultural sector; 

B. whereas high levels of price and income volatility for farmers are related to the market 

fundamentals of supply and demand, the effects of which have been felt since the 1990s 

on account of farming moving closer to the markets as a result of both deregulation of 

common market organisations within the CAP and the greater willingness to open up to 

international markets brought about by the EU’s trade policy; whereas this price and 

income instability can, however, be aggravated by other macro-economic variables, the 

broad political and legislative environment, geopolitics and embargoes, and speculation 

on agricultural products which, when sold as financial assets, are exposed to shocks on 

related commodity markets (such as the energy and metal markets); 

C. whereas price volatility increases the unpredictability of farmers’ incomes and causes 

distress for European farmers, whose costs remain high; 

D. whereas the increased vulnerability is being triggered by an increase in extreme weather 

events and the impact of climate change on agricultural production levels, as well as by 

structural factors such as energy and fertiliser prices, exchange rates or interest rates; 

whereas farmers should be urged to exert better control over the use of inputs on their 

farms which are expensive to purchase and can have repercussions for the environment; 

E. whereas milk producers have suffered huge losses as a result of the Russian embargo and 

the catastrophic drought of 2015; 
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F. whereas heavy fines have been imposed on a large proportion of farms for exceeding the 

milk quotas in 2014/2015; 

G. whereas pork producers have been affected by low purchase prices for many months as a 

result of the Russian embargo and, above all, African swine fever; 

1. Emphasises that the EU is both the world’s largest importer and exporter of agri-food 

products, but the options of using CAP rural development programmes (RDPs) to 

contribute towards insurance, mutual funds and income stabilisation schemes for farmers 

have not been very successful; 

2. Notes that direct payments continue to provide a degree of financial stability for farmers, 

particularly during protracted periods of low prices; considers that direct payments have 

demonstrated better value for money than the previous practice of direct market 

intervention; emphasises, furthermore, that direct payments should remain a CAP 

instrument beyond 2020 to support and stabilise farm income, to compensate for the costs 

arising from complying with high EU standards (as regards production methods, in 

particular environmental requirements), and to maintain agricultural production in the 

least-favoured regions; points out that direct payments should thus be geared towards 

ensuring that farming is economically stable, as well as guaranteeing food and 

environmental security; points out, in that context, that it is essential to level out direct 

payment rates in order to ensure a level playing field for competition in the EU’s single 

market, as well as for sustainable exploitation; 

3. Calls for better synergies between CAP and other EU policies, in particular regarding 

energy, water supply, land use, biodiversity and ecosystems, and the development of 

remote and mountainous areas; 

4. Calls for greater transparency in agricultural markets, so that information concerning 

prices is accessible to all stakeholders, including consumers; calls, in this respect, for the 

Commission to assess the feasibility of introducing a transparent system for monitoring 

the price evolution of agricultural products from production to distribution; 

5. Calls on the Commission to work closely with national authorities and farming groups for 

the creation of a system to protect farmers’ incomes through the wider awareness, 

understanding and use of ‘risk management’ tools, such as insurance and mutual funds 

used alongside crisis management and prevention tools, changing the efforts undertaken 

so far in the 2014-2020 CAP reform; considers that any future risk management scheme 

must comply with, and where necessary complete, insurance systems adopted at national 

level by Member States, so as not to jeopardise all that has been achieved so far; 

6. Takes the view that combating excessive price volatility calls for new solutions making 

markets function better and based on deployment of a set of combinable and/or 

complementary public- and private-sector tools; states that, as the ongoing very serious 

farming crises have demonstrated, it is essential to build new crisis prevention and market 

adjustment mechanisms into a subsequent CAP that are tailored to specific production 

circumstances, flexible, effective, rapidly deployable and capable of being brought into 

play where it is necessary to do so in order to rectify major market disruptions; 

7. Calls for consideration to be given to the use of funds from the general budget (or the so-
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called crisis reserve) as a source of funding for these and other Commission activities 

aimed at improving the situation in agricultural markets; 

8. Calls for the creation of a European map presenting in real-time the availability of 

agricultural products on the market, from their production to their distribution; 

9. Believes a mandatory precautionary savings scheme for farmers should be set up to 

replace the current European crisis reserve, to cover risks of all kinds, partly through 

direct aid, so as to set aside some reserves in good years that can be deployed during 

difficult times; 

10. Stresses that it is essential to level out direct payment rates between Member States in 

order to ensure a level playing field for competition in the EU’s single market, as well as 

for the sustainable exploitation of agricultural resources at EU level; 

11. Considers that food humanitarian aid may give producers a useful role as a safety net; 

12. Urges the Commission and the Member States to monitor the significant price volatility of 

agricultural products by establishing European agricultural price observatories for 

individual sectors, by improving the European Food Prices Monitoring Tool (FPMT) and 

by combating agricultural price speculation; believes that timely market information can 

improve farmers’ ability to react to market volatility and plan accordingly; 

13. Calls for intervention instruments in support of farmers’ income to be strengthened and 

implemented more swiftly in areas affected by serious natural disasters; 

14. Considers that funding from the Rural Development Programme should be targeted 

towards ensuring farmers receive the training and education required to make adequate 

use of risk management tools; believes this would allow farmers to better anticipate and 

manage price volatility; 

15. Calls for concrete tools to reduce the negative social repercussions of price volatility on 

European farmers; 

16. Calls on the Commission to analyse and assess the hedging functions of European 

agricultural commodity derivatives markets and their related infrastructure in the physical 

agricultural markets. 
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