Stakeholders’ Questionnaire

Questions on the Issues Addressed in the '"Health Check'" Communication

TAKING STOCK OF THE IMPLEMENTATION AND SYMPLIFYING THE SINGLE
PAYMENT SCHEME:

1.1. Simplifying the Single Payment Scheme

In the implementation of the Single Payment Scheme, Member States (MS) had the
flexibility to choose between two broad models, one based on historical and the
other based on regional references, with combinations of the two approaches also
possible. The SPS has made direct support to farmers substantially more efficient
and simple. Nevertheless, two areas of improvement have been identified.

Firstly, experience with the implementation shows that in the case of all
implemented models, some of the rules of the current SPS have proven
unnecessarily rigid and complex. Furthermore, as we move away from the reference
period, differences in the support to individual farmers, especially in the historic
model, may become harder to justify, yet MS lack the possibility to adjust their
chosen model.

— With respect to which rules could the SPS be further simplified without
negatively affecting the functioning of the system?

— It depends on the model. Finland chose a dynamic hybrid model with
some coupled payments. After some years the top ups will be
intergrated to the flat rate. However, we see it necessary to continue
the coupled payments in certain sectors also in long term.

— Do you agree that Member States should be allowed to adjust their SPS model
towards a more flat rate of support, at national or regional level?

- Yes, we are able to agree. We have already done it.

— What type of impacts would you expect with the introduction of flatter rates of
support for farmers?

— There has been redistribution of the CAP money between farmers. But
the historic model will no more be justifiable. Finally the flatter rate
might be more sustainable in a long term. That was the reason for our
choice in Finland.

1.2. Cross-Compliance:

By creating a link between CAP payments and the respect of existing legislation
related to the environment, public, animal and plant health and animal welfare, and
of good agricultural and environmental conditions (GAEC), cross-compliance aims
to contribute to the development of sustainable agriculture and to render the CAP
more compatible with the expectations of the society. This has been shown to make
a significant contribution in increasing farmers' awareness about already existing
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obligations and to better ensuring compliance with them. The Commission has
committed itself to address the scope of cross-compliance in the Health Check to
improve its acceptance by all actors and the achievement of its objectives, taking
into account the need for simplification and the need to meet “new challenges”.

e What would be the potential outcome of maintaining the cross-compliance at its
existing standards?

- Simplification AT THE FARM LEVEL is really needed in cross
compliance. New regulations should NOT be introduced.

e What impacts do you see emerging with the possible addition/deletion of certain
legal requirements or GAEC standards?

1.3. Partially coupled support

The extent of recent reforms renders partially coupled support less relevant from the
point of view of producers, as more sectors are integrated into the SPS. On the other
hand, partially coupled support may retain some relevance, at least for the time
being, in certain regions where the level of production is small overall, but
important economically or environmentally.

e Should decoupling be applied in full extent to all sectors? Would there be
specific impacts with this option?

- NO. This will lead into difficulties in disadvantaged areas. Finland
chose certain options to have coupled support (For example special
male bovine premium, ewe premium, starch potato + article 69). This
was necessary. After 2 years of implementation we still have the same
opinion. Coupled support is still needed in the future.

¢ Should decoupling be applied in full extension but negative impacts mitigated by
alternative flanking measures? In this case, what kind of measures?

- If some member states would like to go to further decoupling we are
not against if they accept that we still continue to have coupled
support for certain sectors.

* Are there any sectors where targeted, partially coupled support should remain and
which problems do you consider this support to mitigate?

- Beef, ewe, starch potato, seeds. Also milk producers should be
strongly helped in disadvantaged areas, if the quota system will be
abolished. A dairy cow premium or another effective measure is
needed.

- Enlarging the scope of Article 69 is basically positive idea. The
problem is that when using it you have to cut the flat rate payments.
This mean taking money from the other pocked and putting it to
another pocket. Resources from savings in market management
measures must be targeted as national envelopes for disadvantageous
areas in order to mitigate the problems of possible dairy quota
abolition.



1.4. Upper and lower limits in support levels

The implementation of the SPS added to the already existing questions about the
justification of large payments to a small number of recipients, new questions about
the justification of small payments to a sometimes large number of recipients.
Capping constitutes a potential means of addressing the first issue by introducing
thresholds in high payment levels, beyond which support could either be reduced or
curtailed. Minimum thresholds in the level of payment to at least guarantee that they
cover their administrative costs and are granted to real farmers have also been
suggested.

e How effective do you think capping will be in addressing the problem of the
uneven distribution of payments between the farmers?

- It might not be very effective, but it could be a signal. The very big
beneficiaries of CAP have a comparative advantage because of their
structure. Therefore after certain point there is less need for the
support compared to smaller units.

e What would be in your opinion the advantages and disadvantages between the
application of an absolute or progressive way in the introduction upper thresholds
in payments?

- Progressive system is more complicated, but more fair to the big
beneficiaries.

¢ [In the context that a large number of farmers receive significantly low amount of
payments, in many cases even below the administrative costs, what potential
impacts do you see in the option of adopting a minimum level in payments?

— In principle we welcome the minimum payment, but the final answer
depend on the definition of the minimum payment.

GRASPING NEW OPPORTUNITIES AND IMPROVING MARKET ORIENTATION
2.1. Cereals Intervention

The scope of intervention is to ensure, in cases of market disruption, that internal
market prices do not drop far below the safety-net intervention price. In June 2007,
following difficulties associated to the accumulation of high stocks of maize, the
intervention was reformed, and the phasing out of maize from intervention was
introduced. However the intervention system needs an overall adjustment.

e What do you think is the best way to maintain the safety-net role of intervention
for cereals?

- At the moment there is not a proper alternative for intervention.
Therefore barley and wheat intervention should stay.

e What would be the impacts of the extension of the "maize" model to the other
feed grains?



e What kind of impacts do you see with the creation of an intervention system
available only to high quality bread wheat?

— We think it is totally unfair, if different cereals are treated differently.
In Finland barley is the main cereal, second is oats. Wheat is a minor
cereal in our production conditions. Therefore barley intervention is
the only safety net for our cereal producers. There are no factual
reasons to stop the barley intervention. There should also be
measures to guarantee functioning of oats market.

2.2. Cereals set-aside

Set-aside as a mandatory obligation for cereal support was introduced as a supply
control measure at a time when downward pressures on cereal prices were present.
Nowadays market developments rather point to the need for supply growth. In
addition, the introduction of the SPS and the consequent possibility of transferring
set-aside entitlements significantly diminished the efficiency of the measure in
limiting supply. On the other hand, environmental benefits have been associated
with set-aside, and therefore its potential abolition has raised questions about the
impact on such benefits.

¢ Do you consider that abolition of set-aside in the current context of market and
policy developments is appropriate?

— Cereal market has been “high” only this autumn. It is too early to
make final long term decisions after very short term market
development. It was understandable that the rate was taken to zero
for the actual market year. However, the mechanism could be
maintained until there is long term convincing facts that the system is
not important.

¢ What measures do you consider appropriate in order to maintain environmental
benefits associated with set-aside?

2.3. Dairy Quota

Originally the introduction of the dairy quota regime aimed at limiting the surplus
production effects of price-support policy in the context of the depressed world
prices. In recent years, however, the dairy sector is facing strong internal and
external demand and high prices, instead of high supply and depressed prices. In this
context it becomes clear that the quota system, which is scheduled to expire by
2015, is acting more as a constraint to the sector by limiting its capacity to benefit
from market opportunities and improving its competitiveness.

¢ In the light of new market opportunities, do you consider that the quota system is
still fulfilling its stated objectives?

— The current milk market situation is very unique and it has a very
short term history. We still had butter and powder in storage some
months ago. In the normal market situation it still fulfils the
objectives of the EU wide and regional market balance.



e What benefits and what risks do you see from doing nothing and simply letting
the quota regime expire in 2015?

— If the quota system does not continue after 2015, then there should
be a soft landing preferably starting from 2015. Without a soft landing
there will be too drastic sudden change in the system. There has to be
effective measures for disadvantaged areas to encourage producers to
continue milk production, if the quota system will be abolished.
Producers prefer payments per litre milk. Second option is a dairy cow
premium in the disadvantaged areas.

e What kind of effects do you see emerging in the case of a gradual phasing-out of
quotas through increasing their annual level? What would you propose as an
alternative or accompanying transition measure?

- Because we would like to have a prolongation of the quota system, a
temporary reduction of the super levy, if the market allows more milk.
If the market situation will become more difficult then this temporary
reduction should be withdrawn.

2.4. Other measures of Supply Control

In many specialised sectors measures of supply control and production linked
payments (either through direct support to farmers or through industry aid) are still
present. Although of different origin and justification, all these measures provide
support to sectors of limited contribution to the total value-added of EU agriculture,
but whose regional importance could be significant. It is the case of the sectors of
flax and hemp, starch, dried fodder, protein crops, energy crops, rice or nuts.

Within the context of the 2003 reform orientation, which moved support from the
product to the producer in order to increase the competitiveness and market
orientation of the sector while preserving income support, these supply control
measures seem rather outdated, and the question of whether these sectors be
integrated into the overall scheme of decoupled support pertinent.

e What would be in your opinion the implications from the application of
decoupling in those sectors?

— Partially coupled support is urgently needed at least in potato starch.
Also the starch quota system is needed.

® Are there any cases where you consider coupled support essential in order to
retain regional or economic benefits? If so, how can it be made more efficient and
better targeted?

- Starch potato sector is regionally and economically important in
Finland.

RESPONDING TO NEW CHALLENGES

3.1. Managing risk

Decoupled producer support allows farmers to adjust better to expected price risks
by rendering their production decisions responsive to market price signals in a
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flexible way. In addition, unexpected risks are also best mitigated by the provision
of a fixed level of support.

On the other hand, the rather long list of potential risks and their variable extent
across MS, together with the various changes in traditional market instruments and
the shift towards direct support, have prompted calls for more measures on risk
management and more specifically in regard to price risk (supply management tools,
income stabilization tools) and production risk (natural disasters and catastrophic
events, sanitary crises).

e Do you consider that currently available policy instruments provide adequate
coverage to manage price risks? Do you see the need for additional measures you
envisage, and if so which ones?

- Actual market mechanisms are the basis of risk management.
Therefore they should be maintained. Any additional risk management
tools are welcome.

e Do you consider that currently available policy instruments provide adequate
coverage to manage weather-related or disease-related risks? Do you see the need
for additional measures you envisage, and if so which ones?

- In the weather related risks, maybe the most efficient is to have
national systems which take into account the regional conditions.
Disease related risk is reduced by effective prevention. In the case of
outbreak there has to be a full compensation for producer, but only
partly co-financed from the EU budget.

® Do you see scope for the application of EU-wide measures to better address price
and production related risks, or should such measures be applied more at the MS
and regional level?

— There has to be cooperation between the EU and the MS.
3.2. Climate change, bio-energy, water management and biodiversity

Agriculture is highly exposed to climate changes and its after-effects such as water
scarcity and extreme weather conditions. Furthermore, halting biodiversity decline
remains a major challenge increased by climate change and water demand. Given
this interdependence, pressures for more contribution on the field are inevitable. In
addition the need for new renewable forms of energy offers new opportunities, in the
form of new outlets for agricultural production. Consequently there is a dual need
for further adjustments to improve adaptation practices and to find the appropriate
instruments in order to be ready to integrate these new challenges.

e Do you consider that existing instruments under both pillars of the CAP are
sufficient to respond to these challenges?

— Agriculture has in many ways a positive impact for environment.
These benefits come as a side effect of sustainable farming and
animal production. However, these new challenges are too big to
solve only through agriculture and rural development. There is also a
great danger that farmers life will be further complicated by new
demands.



e [If you consider that strengthening Rural Development instruments is needed,
what would be your proposal in better addressing these new challenges?

3.3. Strengthening rural development

In the scope of responding more efficient to the current societal expectations,
modulation has been proved a useful policy instrument through which a percentage
reduction is applied to farmer direct payments (Pillarl) transferring accordingly the
budgetary resources released to rural development measures (Pillar 2). However, in
the context of the cut in the expected Rural Development support following the
2005 decision on the Financial Perspectives, the constraints that Member States are
facing in the realisation of Pillar II objectives, in the current budgetary period,
present an obstacle to this development

— Modulation is weakening the direct payments which are already the
lowest in Finland among the EU-15 because the low reference yield.
Modulation causes therefore problems for farmer s income. Only if
the modulated money can be wisely used for benefiting farmers this
reduction might be partly compensated.

¢ Do you think the proposed increase in modulation will help in achieving RD
objectives, especially those linked to new challenges?

e How do you think the extra funds should be allocated to better respond to those
new challenges?





