Follow up to the European Parliament resolution on country of origin labelling for meat in processed food, adopted by the Commission on 6 May 2015
1.
Resolution tabled pursuant to Rule 128(5) and 123(2) of the European Parliament's Rules of procedure by the Committee on the Environment, Public Health and Food Safety (ENVI)
2.
EP reference number: B8-0097/2015 / P8_TA-PROV(2015)0034

3.
Date of adoption of the resolution: 11 February 2015

4.
Subject: Country of origin labelling for meat in processed food

5.
Brief analysis/assessment of the resolution and requests made in it:
On 17 December 2013, the Commission adopted a report regarding the mandatory origin labelling for meat used as an ingredient,
 as required by Article 26(6) of Regulation (EU) No 1169/2011 on the provision of food information to consumers.

The main objectives of the report were the following:

· To assess consumers’ attitude towards mandatory origin labelling for meat used as an ingredient;

· To examine the feasibility of such labelling; and,

· To analyse the costs and benefits of the introduction of such measures, including the legal impact on the internal market and the impact on international trade.

The report establishes that despite the strong consumer interest in origin labelling for meat ingredients (90% of consumers), the consumer 'willingness to pay' is weak. Moreover, the introduction of mandatory origin labelling would pose operational challenges and require radical adaptations in the food chain depending on the nature of the meat ingredient(s) concerned and the applicable modalities.

The Commission report is accompanied by a Commission Staff Working Document, which provides detailed information underpinning the conclusions set out therein.

The European Parliament’s resolution mainly calls on the Commission to table a legislative proposal making the indication of the origin of meat in processed foods mandatory, reiterates its call for the Commission to take all the necessary steps to make the prevention and combatting of food fraud an integral part of EU policy and to address structural weaknesses within the overall food chain, requests the Commission to adopt an implementing act concerning the application of Article 26(3) of Regulation 1169/2011 as regards the origin of primary ingredients and urges the Commission to ensure the implementation of the latter implementing act.

6.
Responses to the EP requests and overview of actions taken, or intended to be taken, by the Commission:
The European Parliament, in the text of the adopted Resolution:

· Stresses the importance that consumers attach to origin information for meat in general but also for meat ingredients, including horsemeat; (paragraphs 1-3 and 7-8)

The Commission’s report has extensively examined the consumers’ attitude towards origin labelling of meat ingredients.
 In that context, a specific consumer survey was carried out in the context of the external study that supported the Commission report (hereinafter “the FCEC consumer study”).
 The FCEC consumer study focused on the origin of meat used as an ingredient in three broad categories of foods: meat preparations, meat products and multi-ingredients foods with meat ingredients. It covered 3,000 consumers in 15 Member States, accounting for 89% of the total EU population. It also included questions on the consumers’ willingness to pay for each of the three product categories concerned.

The Commission report has also relied on other consumer-related studies, such as the “Consumer market study on the functioning of the meat market for consumers in the European Union” (hereinafter, “the GfK consumer study on the meat market”)
 and the “BEUC consumer survey on origin labelling on food”
.

According to FCEC consumer study, origin of food products in general is the fifth most important aspect influencing consumers' purchase decisions out of 11 aspects considered (47.4%), following taste (82%), 'best before'/'use by' dates (62%), appearance (61.3%) and price (48.3%). According to the GfK consumer study on the meat market the country of origin is the fourth key information aspect (out of 15 information aspects) – looked for by the consumers when they buy meat-related products, i.e. 48% of EU consumers, without much difference between EU15 and EU12). Origin follows 'best before'/'use by' dates (68%), price per kilogram (67%) and price (67%). Moreover, EU consumers are more likely to look at the country of origin when buying fresh meat including meat preparations (45%) than meat-based products (38%).

With a more targeted examination on different types of processed meat-based products, the FCEC consumer survey results indicate that more than 90% of consumer respondents find it important that origin is labelled. In addition, the following findings emerge from the FCEC consumer survey:

· Consumers are, by and large, interested in knowing more about the origin of meat for all the three meat-based product groups;
· Consumers indicated in all cases the highest interest to know the ‘country where meat was produced’: nearly half of consumers (EU average) require this level of detail on the origin, while roughly only a third of consumers require any other level of detail (whether more general such as ‘produced in the EU or outside the EU’, or more specific such as ‘the country where the animal was born/raised/slaughtered’);

· There are significant differences in all cases between MS, with consumers in some MS consistently indicating more (or less) interest in origin information than in others.
In order to have a complete overview of the consumers’ attitude towards mandatory origin labelling for meat used as an ingredient, the FCEC consumer study also addressed their willingness to pay for origin labelling on meat used as an ingredient. This is an aspect that a limited number of studies have addressed.

In that respect, it was found that consumers currently buy meat with origin indications less often than they want, because of price considerations. This price-sensitivity is mainly reflected in the weak consumer willingness to pay for origin labelling on meat used as an ingredient. At the first price increase over and above the base price (+5-9% depending on the level of information required), the consumer willingness to pay falls significantly, i.e. by 60-80%, and continues falling with every further price increase. This trend applies to all three product categories covered by the report without any significant differences amongst them.

As stated in the Commission report, these findings confirm a 'paradox' or a discrepancy between consumers' interest in origin labelling and willingness to pay for that information. Consumers would be interested in receiving the information – at the highest level of detail possible – if this information was to be offered without any price increase. Consumers are generally not aware of the additional costs related to origin labelling and believe that these are just confined to 'the cost of some extra ink for printing'. This paradox is also manifested in the gap that has been observed in a number of studies between intentions and actual purchasing behaviour, with price being an important factor that explains this gap.
· Recommends to further examine the possible price effects that mandatory origin labelling may have, taking into account that a recent study undertaken by a French consumer organisation diverges widely from the Commission’s findings on costs, that origin labelling will become mandatory for unprocessed meat of swine, sheep, goat and poultry as of April 2015 and that 90% of the companies in the meat processing sector are SMEs; (paragraphs 4, 11-12)
The Commission notes that the findings of the external study, which was carried out in the context of the Commission report, cannot be compared with the findings of the recent study undertaken by a French consumer organisation.
The Commission report takes into account all types of meat and all structures of the food supply chain across the Union, which vary considerably. On the contrary, the French consumer study merely refers to beef products in France. For beef ingredients, origin labelling is expected to have the lowest impact. This is because of the already existing elaborate traceability and labelling systems, which are in place for fifteen years, and the relatively lower volumes of intra-EU trade in bovine live animals and beef compared to ingredients of other species. Moreover, in the case of France, there is a sufficient supply of domestic raw material for the production of processed beef products.

The estimated increases of 15-20% up to 50% mentioned in the Commission report refer to the additional operating costs for food business operators, and not to the final product price, as it is the case for research mentioned by the French consumer study. In addition, the estimates mentioned in the Commission report correspond to the specific scenario where the indication of origin would be set at the Member State/third country level. By comparison, the additional operating costs for food business operators under the scenario where the indication of origin would be set at EU/non EU level range from negligible up to 25%. Given that additional operating costs relating to origin vary depending on the level at which the indication of origin is set and that the French consumer study, for its part, does not specify the level of origin concerned, it is impossible to compare the estimations provided by the two sources.

A further difference relates to the type of schemes considered by the Commission report on the one hand, and the French consumer study on the other hand. The French consumer study examines costs relating to origin indications provided on a voluntary basis. The estimations of price increases for voluntary schemes are less significant, as it is reasonably expected that they tend to cover cases where origin indication is feasible with relatively low costs. By contrast, mandatory origin labelling, which is addressed in the Commission report, covers all case-scenarios, including those where it would be operationally difficult and costly.  Therefore, the costs are higher.

The Commission report has also taken into account relevant findings from the impact assessment underpinning the mandatory indication of origin for prepacked unprocessed meat of swine, poultry, sheep and goats.

Furthermore, the Commission has paid particular attention to the fact that 90% of the companies in the meat processing sector are SMEs. Accordingly, for the purposes of the Commission report, a special survey was conducted through the Enterprise European Network (EEN) in early 2013. The main findings of this survey have been taken into account in the Commission report.

· Considers that the origin labelling for meat ingredients will ensure better traceability along the food chain, more stable relationships between meat suppliers and processors and increased diligence when food business operators chose their suppliers and products; (paragraph 9)

The general traceability requirements for food safety purposes are laid down in Regulation (EC) No 178/2002 of the European Parliament and of the Council on general food law.
 Article 18 of this Regulation requires a food business operator to know the supplier from which a batch of raw material has been purchased, and the customer of a batch of finished products to whom the product is sold and to have in place systems and procedures that allow for this information to be made available to the competent authorities on demand. The traceability requirements cover food, feed, food-producing animals, and any other substance intended to be, or expected to be, incorporated into a food or feed, and must be established at all stages of production, processing and distribution.
Additional traceability requirements for foods of animal origin are further laid down in Commission Implementing Regulation (EU) No 931/2011.
 It requires additional information to be provided for unprocessed and processed products of animal origin to ensure the correct application of the traceability requirements set out in Article 18 of Regulation (EC) No 178/2002. The additional information covers inter alia a reference identifying the lot, batch or consignment as appropriate and the information must be updated on a daily basis.
This system ensures full traceability across the entire value chain, at every stage of the food supply chain. It proved to work well and be adequate in the recent incident of the ‘horse-meat scandal’, which took place in early 2013, as it allowed an efficient and effective identification of the fraudulent practices and the extent thereof. In that respect, the Commission would like to note that the indication of origin is not a food safety tool, nor does it prevent fraudulent practices in terms of false food labelling.
As indicated in the Commission report, in terms of sourcing practices, EU meat processors tend to procure unprocessed meat and other meat ingredients from multiple sources. Multiple sourcing within the EU is a prevailing practice for pig meat-based products, which represent 70% of the EU processed meat production volume,  whereas multiple sourcing from EU and non-EU countries is mainly observed for beef- and poultry-based products, which represent 10% and 18% of the EU processed meat production volume respectively.

Food business operators, and in particular SMEs, tend to change their suppliers three or more times per year to guarantee an adequate level of raw material at an affordable price and to ensure flexibility of supply sources to meet unanticipated changes in demand.

The sourcing decisions as well as the frequency of changes in the mix of suppliers depend on the availability of suitable raw material in sufficient volumes, the standard quality specifications determined by the quality specifications of the final products, the competitive price and the need to quickly adapt to any shortages, market disruptions and/or price fluctuations, by switching suppliers.

Taking these elements into account, the report has found that mandatory origin labelling would further result in a segmentation of trade and that a decrease in the number of intermediaries and the number of meat ingredients, are likely to occur.

· Urges the Commission to follow up its report with legislative proposals making the indication of the origin of meat in processed foods mandatory in order to ensure greater transparency throughout the food chain and to better inform European consumers, while taking into account its impact assessments and avoiding excessive costs and administrative burdens; notes that an EU/non EU labelling indication would not be an acceptable solution for consumers although a lower-cost alternative; (paragraphs 10, 15 and 19)

It is the Commission's duty to ensure a process of evidence-based decision-making.

Mandatory origin labelling for meat used as an ingredient does not appear to be an appropriate way forward, taking into account the weak consumers’ willingness to pay for such information, the considerable administrative burden this would imply, and more generally, the far-reaching impacts that this may have, including on EU competitiveness and trade.

It is also important to recall that origin labelling for meat used as an ingredient in food does not contribute to food safety nor does it prevent fraudulent practices.

· Notes that current voluntary origin information can give misleading information to consumers; calls the Commission to review voluntary schemes on origin labelling; urges the Commission to adopt an implementing act concerning the application of Article 26(3) of Regulation (EU) No 1169/2011 on the provision of food information to consumers concerning the origin labelling of primary ingredient(s); (paragraphs 13, 14, 16 and 18)

Regulation (EU) No 1169/2011 on the provision of food information to consumers lays down specific rules to avoid misleading origin information on foods.

Article 26(2)(a) thereof provides that origin labelling is mandatory, where failure to indicate this might mislead the consumer as to the true country of origin or place of provenance of the food, in particular if the information accompanying the food or the label as a whole would otherwise imply that the food has a different country of origin or place of provenance.

Moreover, Article 26(3) of the same Regulation provides that where the country of origin or the place of provenance of a food is given and where it is not the same as that of its primary ingredient, the country of origin or place of provenance of the primary ingredient in question must also be given or the country of origin or place of provenance of the primary ingredient shall be indicated as being different to that of the food. For this requirement to be applicable, the Commission has to adopt an implementing act concerning its application by 13 December 2013, following an impact assessment.

Following the completion of the relevant impact assessment, the Commission has proceeded with a stakeholders’ consultation, including the Member States. That consultation showed that further reflection on the issue is necessary in order to find as much as possible a proportionate way of implementing the measure concerned.

The Commission also notes that the external study, which was carried out in the context of the Commission report, did examine voluntary schemes approved at national or concerted industry level concerning the origin of meat ingredients. In that respect, it was found that the use of such schemes was generally limited. Where such schemes exist, they tend to be mostly private and are not related only to geographical origin labelling, but form part of a wider quality initiative. These schemes are found to account for a significant part of the market in only a few Member States and if so, it tends to be for the specific species and meat products covered by the scheme. The analysis of the uptake of such schemes demonstrates that a key constraining factor for consumers is the fact that the products covered by these schemes are sold at a price premium.

· Reiterates its concern over the potential impact of food fraud on food safety, consumer; believes that origin labelling does not in itself prevent fraud but that a rigorous traceability system does contribute to detecting possible infringements; stresses the need for stricter traceability rules which would enable authorities to investigate food fraud incidents more effectively; reiterates its call for the Commission to take all necessary steps to make the prevention and combating of food fraud an integral part of EU policy and to address structural weaknesses within the overall food chain in particular by increasing and strengthening monitoring; (paragraphs 5-6 and 17)

The Commission agrees that mandatory origin indication cannot be considered as a tool to prevent fraudulent practices, and that proper deployment of enforcement action is the key to timely identify and counter deceptive practices.

The fight against food fraud remains a priority for the Commission and several initiatives have been undertaken to improve the effectiveness of enforcement tools available to national enforcers, and to strengthen the EU control system as a whole against fraudulent practices. Those initiatives include a legislative proposal to review the legal framework applicable to official controls along the agri-food chain (COM (2013) 265 final) and the establishment of a network of national competent authorities for the effective exchange of cross-border assistance in cases of potential fraud cases. The network in question will be assisted by a dedicated IT system enabling its members to rapidly exchange information and data on potential cases of cross-border fraud.

The Commission agrees that a rigorous traceability system contributes to detecting possible infringements with implications for both food safety and food fraud. The Commission, through the work of its Food and Veterinary Office (FVO), has carried out a significant number of audits on the effectiveness of Member States controls on traceability systems in food business operators. There has been a particular focus on the meat sector including the production of mechanically separated meat and post-slaughter traceability. These audits have brought to light significant shortcomings in Member States' controls, which are being pursued with the Member States concerned with demands for urgent corrective action. The Commission stresses the importance of ensuring that controls with implications for safety are prioritised. It would represent an additional burden on Member States’ competent authorities, if they had to cope – in the current economic environment – with the imposition of possible new control tasks for additional origin requirements.
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