
Follow up to the European Parliament resolution on unfair trading practices in the food supply chain, adopted by the Commission on 4 October 2016
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4.
Subject: Unfair trading practices in the food supply chain
5.
Competent Parliamentary Committee: Committee on the Internal Market and Consumer Protection (IMCO)
6.
Brief analysis/assessment of the resolution and requests made in it:
Unfair trade practices (UTPs) are business-to-business practices that grossly deviate from good commercial conduct and are contrary to good faith and fair dealing. UTPs are typically imposed in a situation of imbalance by a stronger party on a weaker one. The food supply chain with its many small operators (farmers, SMEs) is particularly vulnerable to UTPs.

The Parliament points out that UTPs have a negative impact throughout the food supply chain, to the detriment of consumer choice, quality of products, employment and competiveness of businesses.

Assessment of the work done by the Commission so far

The Parliament welcomes the steps taken by the Commission so far to combat UTPs in the food supply chain, but points out that they are not sufficient to combat UTPs.

In particular, the Parliament welcomes the Commission report of 29 January 2016 and the study on the monitoring of the implementation of principles of good practice in vertical relationships in the supply chain.

It further welcomes the action taken by the High Level Forum for a Better Functioning of the Food Supply Chain, and acknowledges the important role of the voluntary Supply Chain Initiative in promoting cultural change and improving business ethics. However, the Parliament notes the shortcomings of the Supply Chain Initiative, as recognised by the Commission report and the external study.

Ways forward to tackle UTPs in the food supply chain

The Parliament stresses that UTPs need to be urgently addressed in order to reduce exposure of the weaker parties throughout the food supply chain, and notably of farmers (see point 15).

The Parliament believes that the Supply Chain Initiative and other national and EU voluntary systems (codes of good practice, voluntary dispute settlement mechanisms, etc.) should be developed further and promoted as an addition to robust enforcement mechanisms at the Member State level. It also encourages producers and traders, including farmers' organisations, to become involved in such initiatives (see point 18).

The Parliament invites the Commission to submit a proposal for an EU-level framework laying down general principles and taking proper account of national circumstances and best practices to tackle UTPs in the entire food supply chain, in order to ensure a level playing-field across Member States (point 31). The Parliament believes that framework legislation at EU level is necessary to implement this approach (point 35a).

It calls on the Commission and the Member States to fully and consistently enforce competition law, rules on unfair competition and anti-trust rules (point 27) as well as Directive 2011/7/EU on combating late payments in commercial transactions (point 30).

The Parliament recognises that the reform of the common agricultural policy (CAP) and the new single common market organisation have introduced a number of measures aimed at addressing the bargaining power gap by supporting, in particular, the establishment and expansion of Producer Organisations (POs). The Commission is urged to strongly promote this approach in order to increase the bargaining power of primary producers (see points 22 and 45 to 48).

The Parliament further calls for increased transparency within the food supply chain to make the retail price formation process as transparent as possible, and advocates for the strengthening of bodies and market information tools such as the European Food Price Monitoring Tool and the Milk Market Observatory (see points 51 and 52).

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the European Parliament's support for the Commission's work to tackle UTPs in the food supply chain. UTPs in the food supply chain need to be addressed from several angles, notably by encouraging measures to strengthen bargaining power of weaker operators and behavioural measures to reduce the occurrence of UTPs.

The Commission will further support all schemes (both at EU and at national level) that allow for a dialogue between the partners in the food supply chain. Building mutual trust between the supply chain partners is essential for mutually beneficial commercial relationships across the chain (point 13).

Within the framework of the High Level Forum for a Better Functioning of the Food Supply Chain the Commission will support efforts to improve the voluntary Supply Chain Initiative by addressing the main concerns, in particular ensuring the impartiality of the initiative's governance structure and establishing measures to overcome the fear of parties hesitating to complain about UTPs (point 18).

The Commission will work on improving transparency of price formation along the supply chain and it will foster further development and improvement of market information tools such as the European Food Price Monitoring Tool and the Milk Market Observatory (points 50 and 51).

The Commission will promote a debate in the High Level Forum also on other solutions for improving trading relations within the food supply chain, e.g. by the uptake of modern ICT tools, involvement of professional organisations (point 57), consumer information (point 44), and the role of the new consumer–driven initiatives (point 15). Other options that could promote fairer and more efficient trading relations in the food sector could also be explored.

The Commission and the National Competition Authorities are actively enforcing competition rules to ensure that all the different levels of the food supply chain remain competitive, and sanctioning abuses of dominance where they have an effect on the market (point 27)
.

The Commission will thoroughly assess the Parliament's suggestion for an EU legislative framework (point 35a) and revisit the potential options on how such legislation could add value in the light of the findings underpinning the Commission report of January 2016, which did not find sufficient evidence to justify harmonising legislative measures at EU level. In any event it will continue to monitor the developments in the food supply chain.
-----------

� See e.g. ECN Subgroup Food (May 2012), "ECN Activities in the Food Sector – Report on competition law enforcement and market monitoring activities by European competition authorities in the food sector". Available at: � HYPERLINK "http://ec.europa.eu/competition/ecn/food_report_en.pdf" �http://ec.europa.eu/competition/ecn/food_report_en.pdf�.
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