Follow up to the European Parliament resolution on the imbalances in the food supply chain, adopted by the Commission on 28 March 2012
1.
Political Groups which tabled the resolution pursuant to Rule 115(5) and 110(4) of the European Parliament’s Rules of Procedure: EPP, S&D, ALDE, Greens/EFA, GUE/NGL
2.
EP reference number: B7-0006/2012 / P7_TA(2012)0012
3.
Date of adoption of the resolution: 19 January 2012
4.
Subject: Imbalances in the food supply chain
5.
Background of the resolution:
The European Commission created the High-Level Forum for a Better Functioning Food Supply Chain in 2010 in order to build on the work of the High-Level Group on the Competitiveness of the Agro-Food Industry. The aim of the Forum is to assist the Commission in supporting sustainable competitiveness and growth in the European agro‑food supply chain.
It also provides advice to the Commission on the implementation of its Communication ‘A better functioning food supply chain in Europe’ [COM(2009)591]. In this communication, the Commission stresses the economic inefficiency which may be caused by the bargaining power of certain market operators. It also aims to eliminate unfair relationships amongst businesses within the food supply chain. Finally, the communication announces a set of initiatives to increase transparency throughout the chain, including derivatives markets in agricultural products.
The Forum comprises 45 members representing 13 Member States; European companies dealing with food production, processing or distribution; professional associations; and non-governmental organisations representing citizens’ interests. The Forum is chaired by European Commission Vice President Antonio Tajani, responsible for Industry and Enterpreneurship, together with Commissioners Michel Barnier (Internal Market and Services), Dacian Cioloș (Agriculture and Rural Development) and John Dalli (Health and Consumer Policy). Its work is conducted by three expert platforms: the Business‑to‑Business Platform, the Competitiveness Platform and the Price Monitoring Platform.
The aim of the B2B Platform is to gain a better understanding of relations amongst the various actors in the food chain. Within this framework, eleven organisations representing the entire industry have produced a document called Vertical relationships in the food chain: Examples of good practice. This document illustrates manifestly unfair commercial practices, based on data and specific examples.
In adopting this document, the organisations in question have agreed on the principles which should govern good contractual practice, as well as on undesirable practices which should be eliminated.
Moreover, as announced in the Single Market Act, the Commission plans this year to adopt a communication which will seek to identify the nature and scale of problems associated with unfair commercial practices amongst professional operators. Its analysis will not be restricted to relations between distributors and suppliers, but will extend to relations throughout the supply chain.
In response to the Commission's initiatives, the European Parliament had already adopted two own-initiative reports: the Bové report on 'A better functioning food supply chain in Europe' (September 2010) and the Corazza Bildt report on 'A more efficient and fairer retail market' (July 2011).
6.
Brief analysis/assessment of the resolution and of requests made in it:
In this resolution, the Parliament stresses that the problem of imbalances in the food supply chain clearly has a European dimension and therefore requires a specific European solution. It draws attention to the ongoing work of the High-Level Forum for a Better Functioning Food Supply Chain, in particular its Business-to-Business platform;
Additionally, the Parliament calls upon the Commission to propose robust EU legislation to guarantee fair and transparent relations amongst producers, suppliers and distributors of food products; to establish a clear, rigorous and objective definition of abusive and unfair practices, as well as a framework to effectively control them; to create an independent Food Trading Ombudsman; and to improve the European Price Monitoring Tool.
Certain demands relate more closely to European competition policy. Specifically, the Parliament also calls on the Commission to launch a full-sector inquiry, through administrative or judicial means; to clarify the application of competition rules in agriculture; and to conduct an in-depth study into differences in approaches taken by the 27 national competition authorities and in national policies.
7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission takes note of the European Parliament's resolution and will review in detail all recommendations contained therein. The Commission agrees entirely with Parliament on the importance of the food supply chain for the European Union, in both economic and social terms. The Commission thanks the Parliament for the support it has provided to those aspects of the legislative proposal on the new agricultural policy which seek to strengthen the position of farmers within the food supply chain, as well as to the work of the High-Level Forum for a Better Functioning Food Supply Chain. As regards Parliament's request to be kept regularly informed, the Commission will send it the final conclusions of the Forum, which are expected to be ready by the end of 2012, as soon as they are available. The Forum's mid-term review, adopted in November 2012, is available on the website of the Directorate-General for Enterprise and Industry of the European Commission.

The Commission will consider Parliament's request that it develop new regulatory provisions, particularly in the light of the final conclusions of the Forum and of the detailed analysis which the Commission is conducting in parallel on contractual relations amongst businesses. In the context of the B2B Platform, stakeholders have undertaken to focus their efforts on implementing the principles set out in the document Vertical relationships in the food chain: Examples of good practice, in order to ensure that these principles are respected. The Commission wishes to emphasise the complex nature of questions relating to implementation in a B2B context, and reaffirms its commitment to continuing to treat this matter as a priority. If, however, no satisfactory agreement is reached by June 2012, or if the solution proposed by industry is inadequate, the Commission will draw the necessary conclusions.
The Commission will continue to consult the Forum regarding improvement of the European Food Prices Monitoring Tool, and to work with Member States to enhance analysis of price transmission throughout the food chain. It will consider the possibility of including analysis of data on the prices of agricultural inputs or, as the Parliament has requested, on the cost of living and purchasing power in the various Member States.
As for requests relating to European competition policy, the Commission has been working closely together with National Competition Authorities (NCAs) within the European Competition Network (ECN). Indeed, as far as application of European competition rules is concerned, it should be recalled that food markets generally operate on a national or regional scale. Thus, NCAs are usually well placed to investigate and penalise any anti-competitive behaviour.
In recent years, European competition authorities have strictly applied competition rules in the European food industry. They have investigated anti-competitive practices on food markets and have not hesitated to apply the legal instruments at their disposal to detect and penalise infringements of competition rules affecting consumer welfare. Numerous European competition authorities have also conducted sector inquiries and taken other action to monitor the food industry, in order to analyse the markets in question, identify possible problems which could affect market operation and recommend ways in which these problems may be solved.
DG Competition is currently finalising a report which will provide a detailed and complete overview of action taken in the food industry by NCAs and by the Commission in recent years. The report highlights the excellent work done by authorities in this field, including more than 170 individual investigations into agreements and other restrictive practices, some 1300 cases of merger control and more than 100 market surveillance actions (including sector inquiries, market studies and advisory opinions). These actions have covered a large range of agro-food products and industries, as well as all actors in the supply chain (producers, manufacturers, processors, wholesalers and retailers).
During their inquiries, many NCAs have identified as a specific potential problem the existence of commercial practices considered unfair by many market players. These practices reflect differences in bargaining power between parties and, in most cases, fall outside the scope of competition law. Indeed, it should be recalled that the main objective of European competition law is to ensure competitive markets which will ultimately benefit consumers in terms of better prices, greater choice and better product quality. However, application of European competition rules does not extend to the particulars of contractual negotiation between parties, as long as the negotiation does not hamper the competitive process and does not compromise consumer welfare.
This is why NCAs have proposed alternative solutions in order to combat unfair commercial practices, such as enacting national laws against such practices, adopting codes of good practice or promoting contracts between actors in the food chain.
Actions such as these show that the food industry has been a main priority for European competition authorities in recent years. These authorities will continue to do all they can in order to ensure respect for the principles of competition in the food industry. The Commission and NCAs are also prepared to investigate any alleged failure to comply with competition rules on the basis of credible prima facie evidence.
The Commission will carefully examine all of the other recommendations in the Parliament's resolution.
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