Follow up to the European Parliament resolution on the farm input supply chain: structure and implications, adopted by the Commission on 28 March 2012
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6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution makes an analysis of upstream structures and of factors which represent main input costs in the agricultural activity. The resolution makes policy recommendations related to the legislative environment and availability of information in general and refers more specifically to energy, soil improvers and plant protection products, animal feed, seeds, land prices and rents as well as water as key agricultural inputs.

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

The Commission welcomes the resolution on the farm input supply chain. It adds in to the holistic approach undertaken by the Commission with the objective to improve the functioning of the food supply chain.

The Food Price Monitoring Tool gives important information on prices along the supply chain and contributes to better transparency also through its connection to the work of the price observatories in EU Member States. The Commission recognizes the importance of data on the input sector and will continue its efforts to collect the requested farm input prices, under consideration of given constraints of limited resources and increasing pressure to reduce burden on the respondents.

The proposals on the revision of the Markets in Financial Instruments Directive (MiFID) and the Market Abuse Directive (MAD) adopted in October 2011 are also intended to significantly improve market stability, transparency and supervisory oversight in derivatives markets, including commodity derivatives markets (through enhanced transparency, position reporting requirements, position limits and position management powers, and improved provisions to reduce abuse, etc.).

Increasing farmer value added in the food supply chain is also addressed in the CAP reform proposals, which for instance contain measures on the facilitated recognition of Producer Organisations and their Associations to increase farmer bargaining power, measures to encourage resource efficiency and sustainable management as well as a more robust Farm Advisory System providing the framework for information exchange on good and sustainable practices. The European Innovation Partnership on Agricultural Productivity and Sustainability should boost innovation and strengthen knowledge networks between research and farmers in the framework of the Horizon 2020 research programme.

Under the 7 year "Horizon 2020", about € 4.5 billion have been allocated to support research under the Societal Challenge "Food Security, sustainable agriculture, marine and Maritime research and the bio-economy". Research under this challenge shall create the necessary knowledge and tools to promote more sustainable while productive farming systems, the delivery of public goods from agriculture and contribute to rural development and the development of the wider bio-economy. With its increased focus on Innovation, Horizon 2020 will encourage, new collaborations, knowledge networks and allow for stronger involvement of stakeholders including farmers and their organisations.

As food markets appear to be of national or regional scope, National Competition Authorities (NCAs) are best placed to tackle infringements of competition law. European competition authorities have also conducted inquiries and market monitoring actions covering a wide range of products and sectors and all levels of the food supply chain. They will soon present the results of these enforcement and monitoring actions in a report. However, EU competition law does not deal with particular outcomes of contractual negotiations between parties with uneven bargaining power unless such terms would have negative effects on the competitive process and ultimately reduce consumer welfare. In light of this, NCAs have proposed other alternative solutions to tackle trading practices which are deemed to be unfair by many stakeholders (such as the application of national laws on unfair trading practices, codes or conduct or good practices, or the promotion of written contracts). A Communication on fair and unfair business-to-business commercial practices, which will map applicable national rules on unfair commercial practices and will outline policy options for the future, is also foreseen for 2012.

All these issues are taken up by the High Level Forum for a Better Functioning Food Supply Chain. A core group of stakeholders participating in the Forum has agreed on a list of fair and unfair practices and pursue work on implementation means.  The Commission is monitoring the results of this work very closely and continues to insist on the importance of effective and early implementation, to ensure that such practices cease.

Energy

As regards renewable energy, a study managed by the Commission on the impact of Renewable Energy on European Farmers will shortly be made public. Public support for bioenergy is already in place in most of EU Member States. The Renewable Energy Directive has established binding sustainability criteria for biofuels and bioliquids and the Commission is currently considering whether such criteria would also be needed for solid and gaseous biomass.

In the Nitrates Directive, livestock manure is defined as waste products excreted by animals, even in processed form, and falls under the scope of the 170 kg N/ha/year application limit. The Commission considers that currently available information on some processing techniques is not yet sufficient for allowing their outputs, such as mineral concentrates, to be considered and managed as mineral fertilizers. The Commission recalls that manure processing can be very costly and alternative sustainable farming methods should be encouraged. Agricultural projects for the promotion of investments in energy saving and renewable energy production in this field are eligible under the initiatives Intelligent Energy – Europe II (IEE II), the ELENA facility, the 'Mobilising Local Energy Investments (MLEI)' Action and the European Energy Efficiency Fund (EEE-F) launched in July 2011. The proposals on the future CAP aim to support farmers both to improve energy efficiency and produce sustainable energy sources on farm and help them reduce costs. The second pillar of the CAP provides options to support on-farm and off-farm renewable energy production in rural areas, processing of agricultural/forest biomass and investments for enhanced resource efficiency and energy saving.

Soil improvers and plant protection products

The issue of crop diversification is addressed in the CAP reform proposals, as part of the greening efforts, and is supported by other initiatives (i.e. the Soil Thematic Strategy and the Soil Framework Directive proposal). Under the Rural Development policy, farmers would continue to be able to choose among a list of actions aiming at addressing climate change and resource sustainability.

The Commission recognises the issues raised by the European Parliament in relation with the security of supply and the environmental impacts caused by the inefficient use of phosphorus. A Green Paper on the sustainable use of phosphorus which will further assess the security of supply and potential actions towards its sustainable use is scheduled for 2012.

The use of manure used in biogas plants under the Waste Framework Directive is regarded as energy recovery and is a valid option on the provision that it delivers the best overall environmental outcome.
Regulation 1107/2009 on placing plant protection products (PPP) on the market provides  for a more streamlined mutual recognition of authorisations procedure, harmonised provisions on parallel trade with PPP, the strengthening of competition, and introduces ambitious timelines to shorten the time industry needs to bring new products on the market. These provisions are expected to strengthen competition without compromising the high level of protection of human and animal health and the environment.
It is to be expected that over the coming years a considerable number of new active substances will be approved for the use in PPP. The Regulation also contains several provisions focussing on PPP authorisations for speciality crops, the so-called minor uses, such as the application for authorisation by growers groups and the compulsory mutual recognition of evaluations supporting authorisations. A Commission study on these issues was also finalised in August 2011. The Commission will soon submit (Article 51 of Regulation (EC) No 1107/2009) a report on the possible establishment of a fund for minor uses to the European Parliament and Council which intends to outline solutions for increasing the availability of plant protection products for speciality crops.

Animal feed

With the CAP reform proposals the Commission aims to meet both food security challenges as well as enhancing environmental sustainability of agriculture, by combining the income support system with requirements to increase environmental sustainability. This includes a "greening" measure, with the requirement to cultivate at least 3 crops on arable land. The impact on Europe's agricultural land use in general and protein crop production in particular will depend on market orientation.
By-products of the food, drink and biofuel industry as well as innovative new feed additives are increasingly important in the EU-supply with feed materials. The Commission has facilitated the entry of protein feed to the EU market by abandoning the prohibitive pre-market authorisation procedure for the so called bio-proteins in the new Feed Marketing Regulation (EC) No 767/2009.

Seeds

Community Plant Variety Rights legislation (basic Regulation (EC) No 2100/94) and its  implementing Regulation (EC) No 1768/951 lay down rules for the agricultural derogation called farm saved seed of protected varieties. The Commission does not intend to repeal this derogation nor to repeal the small farmers' exemption to pay any remuneration. In addition, the harvest of seed of non protected varieties is not concerned by this Regulation and such seeds can be freely used by the farmers. The Commission is also currently preparing an Action Plan following the evaluation of the basic Regulation.

At an international level, the FAO revised Global Plan of Action for genetic plant resources was adopted by in 2011, with an active participation of the EU. A First State of the World of Agricultural Biodiversity is under preparation and contributes to Rio+20.

Land prices and land rent

A study
 on the impact of measures applied under the CAP on the functioning of land markets in the EU has already been done by the Commission in 2008 and additional work on land prices and rents is carried out in the ongoing Factors Market project
 organised under the 7th Framework Program.

Under the current legislation payment entitlements can only be leased together with the land. The CAP reform proposals foresee for the future that entitlements are given to active farmers and are allocated to farmers in 2014 under certain conditions that would ensure their receipt by genuine farmers only. The national reserve should be used to allocate payment entitlements as a matter of priority to young farmers who start their agricultural activity.

Water

The current CAP contains under both pillars instruments directed at improving water quality and quantity (i.e. cross-compliance standards related to water and soil, the Farm Advisory System, agri-environmental measures, farm modernisation, training and information, and various forestry measures). Member States may design agri-environment measures to improve water storage capacities in soils and water drainage in moist areas, and provide support for investments to build reservoirs for water harvesting in dry areas. For the CAP post 2013, the Commission has proposed to maintain these existing measures and introduce new ones that can potentially benefit water management, notably the 'greening' of the first pillar, the introduction of cross-compliance standards contributing to climate change mitigation and adaptation, the reinforcement of the rural development policy (2 priorities targeted to environmental protection).

Lastly, the Commission is developing a European Innovation Partnership (EIP) for agricultural productivity and sustainability, in order to foster a competitive and sustainable agriculture and forestry. Issues such as drainage improvement, water efficiency and water storage at farm level could be the subjects of innovative actions under this EIP.
------------
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