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CIAA is the voice of the European food and drink industry - largest
manufacturing sector, major employer and exporter in the EU.

CIAA's role and mission is to represent the food and drink 
industries' interests at the level of both European and international
institutions.

CIAA membership is made up of :

■ 25 national federations, including 3 observers;
■ 30 EU sectoral associations; 
■ 20 major food and drink companies.

This report presents EU25 data unless otherwise specified.
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The objective of the 2007 update of the CIAA benchmarking
report is four-fold:

I. provide an update of the EU food and drink industry key
indicators, shifting from EU-15 to EU-25 data were pos-
sible; 

II. look at how the European food and drink Industry has
dealt with the weaknesses and challenges concerning the
growth potential of the sector;

III. check to what extent the recommendations of the 2006
report related to increasing the food and drink industry's
competitiveness have been taken into consideration; 

IV. review the policy recommendations, reiterating the requi-
rements for improved conditions where appropriate.

For the European food and drink industry to remain competiti-
ve, European policy makers need to create a stimulating busi-
ness environment. Industry has responsibility for making
appropriate business decisions, embracing latest techniques
and streamlining management. Improving competitiveness
will contribute to sustainable food and drink industry activity
in Europe and will allow companies to continue serving
European consumers efficiently while responding even more
rapidly to their changing needs.  

Finally, I would like to thank our members and particularly the
experts of the CIAA competitiveness task force for their invol-
vement and input in this update of CIAA's benchmarking
report. Their professional experience in the food and drink sec-
tor or as economic researchers has been essential for the
development of the report, analysing the data and formulating
the right policy messages.  

This 2007 update of the CIAA benchmarking report sets out
how the competitiveness of the European food and drink
industry is evolving. It confirms or reviews policy recommen-
dations from last year's report on how European politicians
and regulators can help the industry meet its competitiveness
objectives.

This update expands on the key indicators for the food and
drink industry identified in the 2006 report and sets out the
urgent need to increase R&D activity and innovation perfor-
mance, to develop a better, simpler and more proportionate EU
regulatory framework, to ensure sustainable and competitive
supplies of raw materials and enhance EU presence on exter-
nal markets.

The food and drink industry is committed to providing guidan-
ce on the framework that needs to be put in place to create
the right business conditions.  This update is CIAA's contribu-
tion to the annual review of the Lisbon strategy aimed at 
driving the EU towards becoming the most competitive know-
ledge-based economy in the world. 

The CIAA benchmarking report concentrates on industry speci-
fic concerns arising from the nature of food and drink proces-
sing. It does not expand on horizontal industry requests regar-
ding the necessary improvements required in employment
conditions, in tax and financial burdens, in relation with retail
trade and distribution channels and in the costs linked to regu-
latory constraints, in particular those relating to the environ-
ment. The data used in this report are based on European,
OECD and UN statistical databases.

Brussels, June 2007

Foreword

Jean Martin,
President of CIAA
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1. Efforts to increase R&D investment must be sustai-
ned. Innovation requires a conducive regulatory envi-
ronment and appropriate support 

The food and drink industry investment in R&D, with 0.24% of out-
put in 2004, is below investment by other key players. A radical
change in the policies related to research, development and inno-
vation in the food and drink sector is needed and has been initia-
ted through EU policy and private initiatives. 

The 7th Framework Programme, the European Technology Platform
(ETP Food for Life) and other EU projects like the Competitiveness
and Innovation Framework Programme (CIP) must be fully exploited. 
More food science curricula need to be created to provide adequa-
te competences for the development of new food products and pro-
duction methods. 

The EU regulatory environment needs to be made more conducive
to innovations in the food and drink area. Lengthy approval proce-
dures, legal uncertainty and high administrative costs discourage
industry initiatives in this field.

The EU food and drink industry is the largest manufacturing sec-
tor in Europe with a turnover of €836 billion and provides
employment to 3.8 million people. The industry serves the
approximately 480 million EU consumers with a large variety of
safe and high quality products. Over the years, the food and drink
industry has responded to changing consumer preferences and
the growing demand for value added goods. Cultural diversity
and specific food traditions are the foundation and the key
assets for the industry's sustainable development. 

Greater international challenges and concentrated retail and dis-
tribution sectors continue to put strong pressure on the EU food
and drink industry's competitive position. The high fragmenta-
tion of its structure - the sector is made up of 99% SMEs produ-
cing about 50% of total turnover - presents a further constraint
that needs to be overcome when addressing these challenges,
especially in terms of seeking to enhance competitiveness and
for sustaining growth. There are essentially two ways of gene-
rating growth in the food and drink industry:

■ moving up the value chain, producing higher value added
goods and putting more emphasis on innovative products;

■ making better use of growth opportunities in international
markets to sustain or expand export performance.

A year after the first edition of the CIAA benchmarking report,
the 2007 update offers a review of the main indicators and of the
key recommendations for European policy-makers in the four
specific areas identified as critical to improve food and drink
industry competitiveness.

I  Executive summary

Japan Norway Australia Korea United 
States

European
union (EU 15)

1.2%

1.0%

1.4%

0.8%

0.6%

0.4%

0.2%

0

Fig.1   Business Expenditure on R&D as a percentage of
total output (2004)

Source: OECD, Research and Development Expenditure in Industry, 2005.
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Source: AAF, CEPS, CLITRAVI, EDA, European
Commission, CIAA

More details and trends are available on p.18

■ EU     
■ US or other non-EU
(*) SMP= Skimmed Milk Powder 

Fig. 2   Price differences for main agricultural inputs
between EU and and other markets (in euro/tonne - 2006)

ming system. Despite reform processes, access to competitive
agricultural raw materials remains uncertain and will pose a
problem to exporters and suppliers of the internal market
alike. 

EU policy must set the framework for a competitive, market-
oriented and sustainable agricultural sector.

The review of the CAP and its future orientation must give par-
ticular attention to the primary role of agriculture which is to
efficiently produce agricultural raw materials and ensure sup-
ply of food sectors. 

In implementing a future Renewable Energy Roadmap, EU ins-
titutions must address food and drink industry's concerns and
ensure increased availability and diversity of feedstock
through appropriate agricultural and trade policy instruments.
The development of biofuels must avoid distortions and nega-
tive impacts on agricultural markets.

6

2. 'Better regulation' must result in concrete improve-
ments of the legislative environment. Despite consi-
derable efforts, the process still falls short of industry
expectations 

A better, simpler, more proportionate and a more competitive
EU regulatory framework is urgently needed in order to secure
the competitiveness of the EU food and drink sector. A majori-
ty of the points submitted by CIAA for action in the 2006
benchmarking report have been taken up in the Commission's
action programme for better regulation and some of these
action points are progressing satisfactorily. However, recent
practical experience with the review of the novel foods regu-
lation and the labelling legislation demonstrates that the
impact assessment questionnaires posed serious problems for
respondents. The answers submitted were often not suitable
for proper analysis concerning the impact of these regulations
on industry. Furthermore, the way individual and collective
responses are taken into account remained unclear. 

In addition, some new legislative proposals in the area of
hygiene and claims do not follow the better regulation prin-
ciples, according to which new legislation should have no
negative impact on innovation, and legislative requirements
should be practically achievable and enforceable. Regulation
should be less interventionist and designed to stimulate output
and growth of the sector.

In the context of environmental policy making, the important
role that voluntary stakeholder initiatives and public-private
partnership can play both in terms of sustainable production
and consumption and better regulation should be recognised
by EU legislators. Such tools are vital alternatives and/or com-
plements to traditional ”command-and-control” types of envi-
ronmental policy making, in particular in areas, such as
Integrated Product Policy, where hierarchical government
forms show certain limits in promoting continuous improve-
ment and innovation. 

Voluntary industry initiatives and partnerships, self-regulation,
or co-regulation should be considered more often on a case-
by-case basis in support of better regulation and competitive-
ness objectives. 

3. Access to competitive agricultural raw materials
remains a concern

The EU agricultural reforms that are currently implemented or
that will be implemented in the coming years will ensure more
market-orientation and enhance sustainability of the EU far-
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4. Trade policy and export performance: trade policy
will require targeted action to improve access to non-
EU markets for EU food and drink exports

EU products entering non-EU markets face more problems in
emerging economies than in developed markets. Although
positive signs have been registered since 2005, this trend
must be sustained by trade policy decisions and measures. 

Beyond a necessary WTO agreement, EU bilateral trade policy
needs to address tariff and non-tariff barriers to trade -notably
food legislative provisions, veterinary and hygiene measures-,
insufficient or lack of protection of geographical indications
and discriminatory taxes. Improved protection of intellectual
property rights and brands is essential to maintain the compe-
titiveness of the EU food and drink industry. 

The food and drink export strategy requires that, as long as
export refunds are operational, they need to fulfil their task
appropriately. The strategy must also include a more ambi-
tious export promotion programme. 

15%

41%

24%

5%
5%

5%5%

10%

20%

5%

7%

48%

6%

4%

Source: WITS database

Brazil
EU15

Canada
Others

United States
China
Australia

1997 2005

Fig. 3   Market shares on the global food and drink 
export market
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Nevertheless the EU25 remains by far the largest food and
drink producing economy, with a total production value of
€815 billion in 2004 followed by the US (€468 billion) and
Japan (€219 billion). China and Brazil reach €126 billion and
€48 billion respectively.

2 Productivity: gap with the
US still significant, despite
positive growth signs

Labour productivity in the EU is significantly lower than that of
all its main developed country competitors. Since 2004, labour
productivity in the EU food and drink industry is growing
slightly faster than in the US although the gap in labour pro-
ductivity remains important. As compared to western econo-
mies, emerging economies such as China and Brazil, show
considerable labour productivity growth, which is putting more
pressure on European competitiveness.   

The CIAA 2006 benchmarking report analysed a number of
competitiveness indicators for various food and drink indus-
tries. By comparing the values of these indicators it became
clear that the European food and drink sector is lagging behind
in terms of competitiveness. This 2007 update reviews key
data: the evolution of production value, value added, labour
productivity and the EU export share. The evolution of these
four indicators demonstrates that the competitive position of
the European food and drink processors continues to deterio-
rate over time vis-à-vis its main competitors.  

1 Production value:
slow growth

During the last three years (2002-2005) total production value
of the European food and drink industry increased by approxi-
mately 1.8% per annum. This growth is slightly inferior to most
other developed countries but considerably less than the steep
growth of Brazilian and Chinese food and drink production.

II  Main competitiveness 
indicators

— Australia — Canada   — EU15   — Japan   — US   — Brazil   — China
Source: OECD STAN Database, National Bureau of Statistics of China, Canada's business
and consumer site, AFFA, Japanese Ministry of Economy, Trade and Industry, New Zealand's
Economic Development Agency, U.S. Department of Commerce.

Fig. 4   Evolution of production value in various food and
drink industries (2000 = 100)

Table 1  -  Labour Productivity in Euro, 2004  
(value added/employee)
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2000 2001 2002 2003 2004 2005

United States 86,959
Japan 82,548
Canada 62,471
Australia 58,096
EU 25 49,323
Brazil 18,823
China 9,493

Source: OECD STAN Database, National Bureau of Statistics of China, Canada's business
and consumer site, AFFA, Japanese Ministry of Economy, Trade and Industry, New Zealand's
Economic Development Agency, U.S. Department of Commerce, Eurostat.
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3 Value Added: efforts start to
pay of, meanwhile emerging
markets are catching up

Value added continues to grow at a constant pace in the EU25.
In recent years the European food and drink industry has been
performing slightly better than its main competitors, reflecting
the continuing efforts of industry to shift production towards
more value added products - where the competitive advanta-
ge lies.

The steep increase from the value added of the Chinese and
Brazilian food and drink sectors is not itself the sole result of
an increase in production, but more of a shift towards higher
value added products. The growth of the value added in Brazil
appears, however, to have reached its peak and is now viewed
to be returning to more moderate levels.

4 Share in world market:
shrinking

The European market share of the global export market in food
and drink products (value of exports as a percentage of the
value of total world exports) has been “shrinking” over the last
ten years much to the benefit of agricultural exporters such as
Brazil and other emerging economies such as China. The EU
market share dropped from 24% in 1997 to 20% in 2005. In
comparison with the US, Europe's share reduced percentage
wise at a slower pace: between 1997 and 2005 the US lost
30% of its share, compared to a 15% loss by the EU25. 

— Australia — Canada   — EU15   — Japan   — US   — Brazil   — China
Source: US Census Bureau, Chinese Yearbooks, National Bureau of Statistics of China,
Statistics Bureau japan, Statistics Canada, Australian Department of Agriculture, Fisheries
and Forestry, Eurostat. Instituto Brasileiro de Geografia e Estatística.

Fig. 5   Evolution of labour productivity (value added/employee)
growth in various food and drink industries (2000=100)
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— Australia — Canada   — EU15   — Japan   — US   — Brazil   — China
Source: US Census Bureau, Chinese Yearbooks, National Bureau of Statistics of China,
Statistics Bureau japan, Statistics Canada, Australian Department of Agriculture, Fisheries
and Forestry, Eurostat. Instituto Brasileiro de Geografia e Estatística.

Fig. 6   Evolution of value added in various food and drink 
Industries (2000 = 100)

300
275
250
225
200
175
150
125
100

75
2000 2001 2002 2003 2004 2005

Fig. 7   Shares of world food and drink exports

■ Extra EU15  ■ US  ■ Canada  ■ Australia  ■ Brazil  ■ China  ■ Rest of the world
Source: WITS Database, Eurostat
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1.1  EU policy in favour of research and
development

The European Technology Platform (ETP) - 
“Food for Life”

The ETP “Food for Life” vision for 2020 and beyond was laun-
ched in Brussels on 5 July 2005. The platform developed a
Stakeholder Strategic Research Agenda describing a dynamic
strategy for achieving this vision and meeting the innovation
challenge in the food and drink sector. Furthermore, the ETP
elaborates a detailed implementation plan that describes the
research, training, education and dissemination requirements
needed to fulfil the vision and strategy. 

In addition, up to now, 20 European countries have established
their own national technology platforms and more are in the
pipeline. These national platforms, while important with
regard to feeding into the European technology platform stra-
tegic research agenda and into the implementation plan, also
establish important links between national and European
research activities. 

Building on the experience of the 6th Framework
Programme: Focus on SMEs

Small and medium-sized enterprises (SMEs) became a major
focus of the 6th Framework Programme (FP6). In fact, within
the thematic priority on food quality and safety, almost 
€30 million are available each year for SMEs involved in
research projects, to be used within the different available
instruments, but in particular for integrated projects, networks
of excellence and specific targeted research projects.

III  Specific food and drink
industry benchmarks and
requirements

1 R&D investment and 
innovation performance

- Efforts to increase R&D investment must be sustained

- More support for innovation and a conducive regula-
tory environment are needed to shift to higher value
added food production

In 2004, Research and Development (R&D) investment of the
EU15 food and drink industry reached 0.24% of food and drink
industry output, as compared to 0.29%1 in 2003 and it was
below the R&D spending of the food and drink industry in other
developed countries. Even large EU companies spend per
employee only 45% of what non-EU companies invest in R&D2. 

Between 2002 and 2004, R&D spending as a percentage of
industry output has been declining, widening the spending gap
between competitors. Despite expected positive EU develop-
ments taking place over the last two years, which are not yet
visible in available figures, there is no doubt that efforts must
be sustained.

Fig. 8   R&D as a percentage of industry output for food
and drink industries in various countries

— Australia
— Canada
— Japan
— United States
— European Union

(EU 15)

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1996 1997 1998 1999 2000 2001 2002 2003 2004

(1) The 2006 Benchmarking report reported the Business Expenditure on R&D for the EU to be
0.32% of total output. This figure was based on data from Belgium, Finland, France,
Germany, Ireland, Italy, the Netherlands, Spain, Sweden and the UK only. Since 2004, data
for 15 EU Member States are available (including Austria, Greece, Luxemburg and Portugal). 

(2) EU R&D Investment Scoreboard.
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Medium-sized companies: 
a promising group for food & 
drink innovations 

Recent research* demonstrates that size remains a major
factor in determining whether or not companies invest in
innovation activities and the type of activities they invest
in. Big companies tend to be proactive in all directions;
they invest in product, process and other innovations.
Small companies must choose between these innovation-
activities. Medium-sized companies are in a sense the
most balanced and emerge as the prototype of innovators
in the food industry. Medium-sized companies must the-
refore be treated as a group with its own logic and spe-
cific characteristics. This part of the industry has a histo-
ry of continuous innovation and a greater attention to
product development. It is often the place where impor-
tant and radical innovations are made. Medium-sized
firms are typically the most promising group of innova-
tion based food companies.

(3) A degree developed by four partner institutions: Katholieke Hogeschool Sint-Lieven (Ghent -
Belgium), Hochschule Anhalt (FH) (Köthen - Germany), Dublin Institute of Technology
(Dublin - Ireland), Universidade Catolica Portuguesa - Escola Superior de Biotecnologia
(Porto - Portugal)

(*) According to the result of a survey, sector differences are no major source of segmenta-
tion on these issues. A three-year framework has been chosen, which is a reasonable
period for surveying innovation types of companies.

SMEs-Net, a completed FP6 project, established a European
SME's Network between industry, consumers and the scienti-
fic community and identified European SME's research and
technology development priorities through a consultative pro-
cess (see http://smes-net.ciaa.eu). 

A new driving force: the 7th Framework Programme

The total budget (2007-2013) agreed by the Council in July
2006 for the 7th Framework Programme saw a decrease to
€32.365 million compared to the €44.432 million as initially
proposed by the Commission in April 2005. Although the abso-
lute budget allocated to food, agriculture and biotechnology
decreased in real terms, the share of the “Cooperation bud-
get” allocated to food, agriculture and biotechnology increa-
sed from 5.5% to 8.5% (in the 2006 benchmarking report,
CIAA requested 11%). A number of industry priorities as indi-
cated in the stakeholder strategic research agenda of the ETP
“Food for Life” are reflected in the first two calls of the 7th
Framework Programme.

Other European R&D projects: Competitiveness and
Innovation Framework Programme

In addition to DG Research funding, DG Enterprise also has a
limited research budget mainly dedicated to support, in parti-
cular, SME activities: the Competitiveness and Innovation
Framework Programme, CIP (2007-2013). This Programme
seeks to support research and innovation in areas such as food
chain management. In the work plan for 2007 a project called
“dissemination of agro-food industry innovation” is included.

European education related to food production

EU universities are stepping up efforts to develop food scien-
ce-related degrees such as the European MSc Degree in Food
Science, Technology and Nutrition3. The training of EU resear-
chers aimed at gaining sets of competences that are relevant
to the food and drink industry is key to link academia and
industry research needs. It will allow targeted research into
new food products and food production processes. Such
research is essential to keep the EU food and drink industry
ahead of its competitors.

Fig. 9   Innovation activities of companies over 
a three year period (%)
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Micro Small Medium Large

■ Major product & process innovations
■ Major product innovations
■ Major process innovations 
■ Other major innovations
■ Improvements (not major innov.)
■ Non innovations 

Source: SMES-NET, Vision Paper. Ten
Theses on Food and Drink SMEs and
Innovation in Europe.  Food companies
in Europe are mostly micro (78,9%)
and small (16.6%); medium-sized com-
panies account for 3,6% and 0,9% are
large companies.
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1.2  EU innovation policy

The legislative environment in the EU is not conducive to inno-
vation, and more so in the food and drink area. Lengthy appro-
val procedures and high administration costs represent a real
deterrent for industry initiatives in this field. A comparison of
representative cases submitted to the EU novel food procedu-
re and the US GRAS Procedure4 illustrates the basic problem.

Current legislative reviews concerning for example the food
improvement package and the novel food regulation have the
potential to improve the situation (see under the Better
Regulation chapter, table 3, p.17).

EU novel foods procedure US GRAS Procedure

Novelty High Pressure Processing Phospholipase A2
enzyme preparation
from Aspergillus niger
expressing a gene
encoding a porcine
phospholipase A2

Procedure ■ Application in France: 
December 1998

■ Positive initial assessment
by French Competent 
Authorities: May 2000

■ Reasoned objections by 
other MS

■ Hearing of the applicant: 
agreement on approval 
without SCF consultation

■ Decision to authorise is 
published: 23.05.2001

Duration 2.5 years 6.5 months

Table 2  -  Case study

(4) “GRAS" is an acronym for the phrase Generally Recognized As Safe.  Under sections 201(s)
and 409 of the US Federal Food, Drug, and Cosmetic Act (the Act), any substance that is
intentionally added to food is a food additive, that is subject to premarket review and
approval by FDA, unless the substance is generally recognized, among qualified experts, as
having been adequately shown to be safe under the conditions of its intended use, or unless
the use of the substance is otherwise excluded from the definition of a food additive. 

■ Scientific data sum-
marised in a letter
from the FDA 

■ Reference made to
literature published
before and not
specifically for this
GRAS notification.

■ Company answered
additional questions
from the FDA.

Recommendations on R&D investment 
and innovation performance

To EU policy makers
On research and education policy

■ EU R&D funds of the 7th Framework Programme must conti-
nue to be oriented towards priority initiatives in food and heal-
th, food quality and manufacturing, food and consumer, food
safety, sustainable food production and food chain manage-
ment. In the upcoming calls, CIAA's priorities as defined in the
Stakeholder Strategic Research Agenda of the ETP “Food for
Life,” should be taken into account, especially the request for
supportive measures for communication, training and technolo-
gy transfer for SMEs.
■ The ETP “Food for Life”, which has a key role in determining
orientations and providing the necessary framework for the
establishment of public-private R&D partnerships, needs public
recognition leading to appropriate support.
■ Other EU research funds, such as the Competitiveness and
Innovation Framework Programme (CIP), are supportive and
need also to be directed to food and drink related research pro-
jects. 
■ New initiatives and comprehensive action must be develo-
ped at EU level on education and training. Food science
degrees should be offered at all major universities and col-
leges.
■ Possibilities of improving further the financing of innovation
should be explored.

On innovation in food policy
■ Regulatory and administrative procedures need to be busi-
ness-friendly. The proposed harmonised authorisation procedu-
re for additives, flavourings and enzymes is therefore welcome
and must be approved.
■ Moreover, authorisation procedures for all new foods for dif-
ferent uses should be harmonised and based on one single
assessment, undertaken by the European Food Safety Authority
(EFSA), in order to avoid duplication of work and costs.

To policy makers in the Member States
■ National R&D programmes should maintain the link with the
European vision and priorities.
■ Member States that have not yet established a national
technology platform (Bulgaria, Estonia, France, Ireland,
Lithuania and UK) and wish to do so, need support of national
governments.
■ Member States should also make use of specific national
instruments in support of private R&D initiatives and invest-
ments, such as positive fiscal incentives and a greater focus on
human capital, through adequate training and the development
of food science-related degrees.
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Review of the novel foods regulation

The stakeholder consultation, in the form of an on-line ques-
tionnaire, included questions considered unsuitable or irrele-
vant to analyse the impact of this regulation on industry.
Nonetheless, a majority of responses indicated that the proce-
dure was deemed too lengthy and therefore, it prevents inno-
vation. It is questionable wether the revision is likely to take
the industry's specific concerns into consideration.
Furthermore, the way individual and collective responses are
taken into account remained unclear. 

Review of the labelling legislation

As part of the new process adopted within Commission ser-
vices to be followed prior to proposing/revising legislative
measures, the Commission is conducting an on-line enquiry to
understand and quantify some of the costs the food industry
might incur because of revisions to EU food labelling legisla-
tion. These costs to food business operators are relevant and
important in understanding the impact of revisions to legisla-
tion. The survey questions posed problem. The exercise triggered
difficulties in retrieving data in complex business structures.
Moreover, the consideration of new scenarios not included in
current business data collection systems, requires longer
contribution time than foreseen. There are also serious doubts
as to whether the survey results will offer an appropriate eva-
luation of the cost situation. These drawbacks would have
been avoided by an early involvement of industry labelling
experts in the drafting of the questionnaire. 

2.2  Better regulation must prevail 
throughout the decision-making process 

Among the principles to follow for producing better legisla-
tion, CIAA has emphasised the request that new legislation
should not have a negative impact on innovation and that
legislative requirements must be practically achievable and
enforceable. Some recent regulatory actions in the area of
hygiene and claims are, for different reasons, not meeting
these principles and raise questions as to the credibility of the
impact assessment process. 

Regulation 852/2004 on the hygiene of foodstuffs

The proposal by the European Commission to exempt smaller
food businesses from the Hazard Analysis and Critical Control
Points (“HACCP”) element of the regulation on the Hygiene of
Foodstuffs involves a reduction of administrative burdens at
the expense of the level of consumer protection offered by the
original regulation. While CIAA supports the idea of having
less administrative burdens for micro-enterprises, a total

2 Better regulation

- Despite considerable efforts, 'Better Regulation' has not
yet resulted in substantial improvement of the legislati-
ve environment 

- Costs of inappropriate legislation negatively affect the
competitive position of companies

For CIAA, many of the problems faced by the food and drink
industry with existing legislation could be solved through a
better, simpler, more proportionate and a more competitive EU
regulatory framework. Reducing  costs relating to administrati-
ve burdens would substantially enhance the profitability of the
EU food and drink industry.

■ There are requirements and procedures that are burdensome
and costly. To favour a level playing field for the European food
and drink sector when competing with non-EU industries
ongoing reviews are critically important: food improvement pac-
kage (additives, enzymes, flavourings and a common authorisa-
tion procedure), novel foods, food labelling and nutritional label-
ling, waste, modern customs code, trade related provisions
covered by the CAP simplification action plan, export promotion.

■ Certain legal texts give rise to diverging interpretation at natio-
nal level and are often neither effectively nor uniformly enfor-
ced throughout the EU.  This results in unnecessary burdens
and prevents the objective of reaching a level playing field: EU
Emissions Trading Schemes, Waste Framework Directive,
General Food Law and the Rapid Alert System.

It is a step in the right direction that a majority of the points sub-
mitted by CIAA for action in the 2006 Benchmarking report have
been taken up in the Commission's action programme for better
regulation and that some of these action points are progressing
satisfactorily (see table 3 for CIAA’s latest priority review). 

However, recent practical experience with the review of existing
legislation and the legislative process for new regulation has
cast doubts about the willingness and ability of EU legislators to
make the better regulation approach a success when trying to
improve the regulatory framework for European businesses.

2.1  Impact assessments must include
meaningful business consultation 

New initiatives considered by the Commission are usually sub-
ject to an impact assessment, and CIAA has called for early
involvement of industry in the consultation process. Since it is
of utmost importance that the questions submitted to industry
are meaningful and relevant, stakeholders should ideally be
involved in this early preparation stage, so that responses
bring clarity to the issue at stake. Unfortunately two examples
illustrate the gap between guidelines and practice. 

••NEW CIAA-Bench. Broch UPDATE  19/06/07  12:52  Page 13



14

C
IA

A
b
e
n
c
h
m

a
rk

in
g
 r

e
p
o
rt

 2
0
0
7

U
p
d
a
te

Energy efficiency and carbon emissions 

In overall terms, the food and drink sector is characterised by
a comparably low energy intensity, although major differences
exist in the energy intensity of its various sub-sectors. In total,
food and drink manufacturing  accounts for about 8% of indus-
trial energy use (including tobacco, IEA data, 1998) despite a
higher share in industrial value added. The graphs below pro-
vide a comparison of total energy use, energy intensity and
value added in the food and drink sector in comparison to
other, more energy intensive, manufacturing sectors. 

exemption for very small businesses from the requirements of
putting in place, implementing and maintaining a permanent
procedure based on the HACCP principles risks lowering the
level of consumer protection and ignores the fact that food
safety incidents can start in even the smallest of enterprises.
Furthermore the definition of the type of micro-enterprises that
are exempted is unclear and the achievability and enforceabi-
lity of the legislative requirements are doubtful.   

Regulation on nutrition and health claims made on
foods

The compromise proposal for the introduction of the new comi-
tology rules (Council decision 2006/512/EC) into the regulation
on claims goes against the core principles of reducing adminis-
trative costs and providing legal certainty to businesses which
is a necessary condition for investment in innovation. With the
compromise Article 17.3 (and article 18.4), the authorisation
procedure, which is an essential part of the claims regulation,
has been substantially changed. Instead of an authorisation
without time limit, the compromise introduces a combination
of the first time-limited authorisation of 5 years and a second
authorisation without time limit. The compromise substantial-
ly changes the position of first applicant food business opera-
tors. They will have to decide on heavy investment into research
and development without certainty that the outcome of this
research can be used commercially for more than 5 years. 

2.3  Applying better regulation approach
in environmental policy making 

The food and drink industry fully recognises its responsibility in
contributing to sustainable production and consumption pat-
terns along the food chain and for many years has taken a pro-
active approach towards sustainability. In addition to extensi-
ve legislation, the sector has implemented a series of volunta-
ry initiatives and partnerships, which have resulted in signifi-
cant improvements in the environmental performance of its
products and processes (energy, water, waste, packaging, etc.).

In this context, CIAA underlines the important role that volun-
tary stakeholder initiatives and public-private partnership can
play both in terms of sustainable production and consumption
and better regulation. CIAA views such tools as vital alterna-
tives and/or complements to traditional ”command-and-
control” types of environmental policy making, in particular in
areas, such as Integrated Product Policy, where hierarchical
government forms show certain limits in promoting continuous
improvement and innovation.  

— Chemicals — Other manufacturing — Food, beverages & Tobacco 
— Paper & pulp — Non metallic minerals — Primary metals
Source : The International Energy Agency (IEA)

To
ta

l f
in

al
 e

ne
rg

y 
us

e 
(e

xa
jo

ul
es

)

Fig. 10   Energy use by manufacturing sub-sector (IEA-11)

12

10

8

6

4

2

0

’74 ’76 ’78 ’80 ’82 ’84 ’86 ’88 ’90 ’92 ’94 ’96 ’98

■ 1998 energy intensities  
■ 1998 value-addedshares  

1998 energy shares
Source: The International Energy Agency (IEA)

En
er

gy
 in

te
ns

ity
 (m

eg
aj

ou
le

s/U
S$

)

En
er

gy
 &

 v
al

ue
-a

dd
ed

 s
ha

re
s 

(%
)

Sub-sector energy intensities, value-added and 
energy-shares (IEA-11)
Fig. 11   Sub-sector energy intensities, value-added and 
energy-shares (IEA-11)

60

50

40

30

20

10

0

120

100

80

60

40

20

0

paper 
& pulp

Chemi-
cals

Non-
metallic
minerals

Primary
metals

Food & 
beverages

Other
manu-

facturing

Total
manu-

facturing

••NEW CIAA-Bench. Broch UPDATE  19/06/07  12:52  Page 14



15

C
IA

A
b
e
n
c
h
m

a
rk

in
g
 r

e
p
o
rt

 2
0
0
7
 U

p
d
a
te

As responsible energy users, food and drink manufacturers,
particularly in relatively energy intensive sub-sectors, are
undertaking significant investment in improving energy effi-
ciency in order to improve their competitive position and to
reduce emissions. Such voluntary initiatives include: 

■ Adoption of best practices on energy management, 
■ Investment in energy efficient technology (e.g. co- and

poly-generation),
■ Participation in national energy efficiency schemes:

detailed energy audits of industrial facilities, adoption of
energy efficiency targets at the sectoral level, feasibility
studies, etc.,

■ On-site production of renewable energy (e.g. biogas pro-
duction), 

■ Switching from heavy fuel to natural gas. 

Upcoming EU Action Plan on Sustainable
Consumption and Production (SCP) 

In its renewed EU Sustainable Development Strategy adopted
in June 2006, the EU integrated sustainable consumption and
production (SCP) as one of the 7 key challenges and the
Commission is now preparing a SCP Action Plan, with a Green
Paper to be presented in 2007. The Action Plan will make spe-
cific reference to the environmental impacts of transport, hou-
sing and food production.

For many years, the food and drink manufacturing sector has
taken a pro-active approach towards sustainability and has
significantly improved the environmental performance of its
production processes. Besides food manufacturers, the deci-
sions of other life-cycle actors, such as farmers, packaging
suppliers, the transport sector, retailers, consumers, the waste
industry, and public authorities, can have a significant impact
on the environmental life-cycle of food and drink products. SCP
must therefore be based on the shared and accurately alloca-
ted responsibility of all actors along the life-cycle. All three
pillars of sustainable development, including health, nutrition,
food safety and the competitiveness of the industry must be
fully taken into account. Voluntary industry initiatives, self-
regulation, or co-regulation should be used on a case-to-case
basis in support of both SCP and better regulation objectives.

Recommendations on better regulation

■ The Commission's better regulation approach applied to
existing legislation needs to be actively pursued. The inclusion
in the better regulation exercise of legislative texts identified
by CIAA (as outlined in table 3) must be achieved. Better regu-
lation must lead to concrete results for operators. This calls for
an acceleration of the process, notably when the legislative
texts are under Commission responsibility.
■ Better regulation requires an appropriate impact assess-
ment prior to any Commission initiative. Best practice for
these impact assessments still needs to be improved, i.e.
effective and meaningful stakeholder consultation is required
based on early involvement of key players. 
■ Impact assessments require broad consultation. However,
results need to be weighted accordingly, especially when key
stakeholders are involved such as economic operators directly
concerned and representative bodies speaking on behalf of a
large constituency. 
■ Better regulation cannot be just a theoretical concept, but
must be a credible principle committing institutions. All EU
institutions must therefore strive for improved processes inclu-
ding an impact assessment of decisions, including of political
decision, throughout the regulatory process. This is totally
incompatible with new provisions, concepts or procedures
being introduced in proposed legislation at a late stage in the
decision making-process. 
■ Voluntary industry initiatives, co-regulation and self-regula-
tion can in certain cases be alternatives to classical legislati-
ve activity and should, when appropriate, be part of the
consultation and impact assessment as possible policy
options. CIAA is committed to monitoring such self-regulatory
initiatives. Such a new approach leads to a debate on the
acceptance by all decision makers, partners and stakeholders
of a new governance model.
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Sustainable
Consumption and
Production (SCP) 
& Integrated Product
Policy (IPP)

In the development of the upcoming SCP Action Plan: 
■ all three pillars of sustainable development must be considered; due attention must be paid to the

competitiveness of the industry and to highest nutrition, health and food safety requirements;
■ SCP must be based on shared and accurately allocated responsibility of all actors along the life-

cycle, incl. farmers, transport, manufacturers, retailers, consumers, waste industry and authori-
ties;

■ There must be no discrimination between “good” and “bad” products in the market place, instead,
the performance of products must be continuously improved;

■ SCP must promote innovation and facilitate development and uptake of eco-efficient technologies;
■ Voluntary industry initiatives, self-regulation, or co-regulation should be used in support of both

SCP and better regulation/competitiveness objectives.

Emission Trading
Scheme (ETS) 
& Climate Change 

■ To ensure the cost-effectiveness of the EU ETS as well as a level playing field, the revised
Directive needs to provide for a consistent implementation of the ETS scope in all Member
States (definition of “combustion installation” in Annex 1), more harmonised allocation rules
and a significant reduction of the compliance burden for small sites (e.g. de-minimis rule);

■ To ensure international competitiveness, a global climate protection agreement is essential,
involving all industrialised nations and major emerging economies; 

■ The competitiveness of climate friendly technologies must be accelerated via increased R&D
funding as well as national and EU support mechanisms for industry.

Waste In order to avoid different interpretations of the definition of waste at the national and local level,
a clear legal distinction between by-products and waste is required in the text of the WFD, based
on recent ECJ jurisprudence. This is required to ensure environmental and economic efficiency. 
The waste hierarchy must be implemented as a guiding principle and flexibility is crucial to gua-
rantee workability. Rigid deviation procedures requiring individual justification by complex LCAs
in each case must be avoided. 

Packaging Better EU scrutiny of national measures on packaging are required to ensure the proper functio-
ning of the internal market for packaged goods and to avoid distortions of competition. 

Integrated Pollution
Prevention and Control
(IPPC)

To ensure legal clarity and to avoid inconsistent interpretations at the national/level, the revision
of the Directive should clarify the scope of installations covered under Annex I, 6.4. (b) and (c).

CAP Simplification
Action Plan 

■ Proof of arrival

Proofs of arrival at destination, required by Articles 16 and 17 of Regulation 800/1999, for diffe-
rentiated refunds should be proportionate and related to the risk of the export not reaching the
destination stated on the export declaration, or not reaching a neighbouring destination attracting
a similar rate of refund.

Modern  Community
Customs Code

The new customs code and implementation texts should radically simplify customs procedures
and facilitate and simplify the use of economic customs regimes (inward processing) as a neces-
sary tool for maintaining export potential. The creation of a genuine single market for customs, a
modern IT-based environment is needed.

■ Physical checks Physical checks according to Council Regulation 386/90 should be targeted on the real risks of
fraud and not on a percentage of the number of export declarations.

■ Export licences Simplification of the management system for export licences for cereal-based products,
Regulation 1342/2003 and removal of licenses in the absence of refunds.

■ Promotion Real improvements are necessary to make promotion programmes attractive and user-friendly: the
extension to all processed and fish products, the possibilities to show branded products in fairs,
the facilitation of the management of cross-country programmes, the simplification of a number of
procedures, such as the amendment of the initial programme, the monitoring and payments.
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Table 3  -  CIAA Priorities and Objectives for Better Regulation
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Food Improvement
Package 

■ Additives

The many changes to earlier texts must be consolidated. Authorisations must reflect current
needs and respond to changes in use and dietary patterns. Temporary national authorisations
should be granted until the new additives and enzymes proposals are adopted, otherwise a leng-
thy 'stand-by situation' will hinder product development and continuous market adaptation.

New provisions on food ingredients with flavouring properties and controls of Biologically Active
Principles (BAPs) should not lead to removal from the market of food and drink products contai-
ning herbs and spices that contribute to high levels of BAPs when they contribute very little to
overall dietary intake. Any change in labelling terms should focus on providing consumers with
more meaningful information, rather than simply more information.

Food labelling All provisions regarding food labels need to be streamlined, simplified and consolidated. In a
more fundamental review, a distinction should be made, for food in general and for specific cate-
gories of food, between essential and complementary information that has limited relevance to
the majority of consumers. Self-regulation could be further explored for certain labelling aspects,
in particular for nutrition labelling. 

Nutrition Labelling The revision of the nutrition labelling directive needs to be carried out after considering what
self-regulatory initiatives, such as the CIAA voluntary nutrition labelling scheme, have delivered.
Then, the existing legal requirements should be simplified to create a clear and justified regula-
tory framework.

Novel Foods The revision of the regulation should stimulate innovation in the food and drink industry. It should
protect the functioning of the internal market, protect public health and, at the same time, faci-
litate market access for novel food products. The revision should be science-based and should
envisage only one application for all new foods for different uses with one single assessment,
undertaken by EFSA.

Genetically 
modified organisms

Asynchronous authorisation of GMOs world wide could lead to presence of GM at low levels in
agricultural products, which are not covered by the EU regulatory system. Such GMO contamina-
tion can occur, despite the efforts of all partners in the food chain to prevent the adventitious
presence of GMOs. Workable thresholds for cross-contamination should be set.  The problem of
contaminations needs to be addressed in an open discussion on the enforceability of the
European GMO regulatory system.

General Food Law: 
Rapid Alert 

The European Commission and National competent authorities should assess the efficiency of
the system, taking into account stakeholder concerns. The Rapid Alert System for Food and Feed
(RASFF) being published on the DG Sanco website should serve the needs of those concerned.
Clear implementation rules should be put in place to prevent diverging interpretation at Member
State level to the detriment of food industry.

■ Enzymes The safety assessment provisions for food enzymes used in the Community need to be harmoni-
sed. It is important to adopt a pragmatic approach towards the setting of any conditions of use
for food enzymes to be included in a positive Community list. If conditions of use are too detai-
led, product innovation will be inhibited. The conditions should not be set unless there is a reco-
gnised technological or food safety limitation associated with a particular use of a food enzyme.

■ Common 
authorization 
procedures

■ Flavourings

The proposed introduction of the comitology procedure is a welcome move and should speed up
authorisation of new substances and amendments to existing conditions of use (including dele-
tion of substances). This will favour research and innovation, and improve technology to the
benefit of the consumer. This introduction goes hand in hand with a centralised risk assessment
procedure carried out by EFSA.
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Table 3  -  CIAA Priorities and Objectives for Better Regulation
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3 Business input costs and
agricultural raw materials

- Factor costs remain a concern and pressure on food
chain increases

Factor costs

Agricultural raw materials take up a large share of production
costs. Depending on the sector and the product, this ranges
from 30% up to 80% of total production costs, with many pro-
ducts beyond 50%.

Other meaningful costs relate to packaging, employment and
logistics. Energy costs represent a relatively small part of total
input costs of the food and drink industry. On average, energy
costs amount for 2.1% of total input cost, but between sub-
sectors this figure ranges from 0.5% and 8%. Rising energy
prices make energy costs an increasingly important part of
overall input costs, in particular in the comparably energy
intensive sub-sectors. Industry responds with increasing
investment in energy efficiency (technology and management)
to compensate parts of the additional costs. Given the price
pressure exercised by retailers, the increasing energy prices
cannot be transmitted to consumers.  

Focus on agricultural input costs 

As agricultural raw material costs often represent more than
half of the production costs of food and drink products, it is no
surprise that the cost of agricultural raw materials is a parti-
cular area of concern for the sector.

The EU agricultural reforms that are currently implemented or
that will be implemented in the coming years will ensure more
market-orientation and should enhance sustainability of the
EU farming system. 

EU policies have led to a high level of standards in the environ-
ment and food safety area, further strengthened by the introduc-
tion of cross-compliance in agricultural policy. This contributes
to enhancing the EU image with regard to quality and safety of
its agriculture and food production. Production costs that these
standards entail constitute, however, also a constant challenge
for EU operators when competing with other players that are far
from being subject to equivalent standard levels.  

EU reform processes should make EU raw materials more com-
petitive. However, the speed of such reform processes
remains uncertain. This constitutes a challenge for industries
supplying the internal market and for exporters. Numerous
factors influence prices on EU and world markets. Current
trends show that for some products, price gaps are closing
and, for others, that agricultural raw material prices in the EU
are still to the disadvantage of EU manufacturers. 
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Source : EDA

— Representative EU market price for butter 
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Fig. 12a   EU and world dairy prices (in d/ tonne)
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Furthermore, the increasing demand for agricultural raw mate-
rials in the non-food sector, in particular biofuels, puts pressu-
re on food markets. The EU will fall short of reaching the
5.75% incorporation of biofuels in 2010. The ambitious mini-
mum of 10% incorporation to be reached by 2020 assumes
that second-generation biofuels will be available and econo-
mically viable by then. However, the impact assessment of
biofuels on agricultural markets and on food production
remains incomplete and only approximate with regard to the
availability and price of agricultural products.  

Finally, the EU food and drink industry is competing in a food
chain largely dominated by a concentrated and globally active
retail sector. Retail chains are increasingly pooling their pur-
chasing power and are able to buy from any source to benefit
from cost advantages. Cost increases at agricultural produc-
tion level are being passed onto manufacturing industries.
These industries are under constant price pressure from the
retail sector and end up being squeezed and unable to readjust
their prices due to increased factor costs. SMEs are particular-
ly vulnerable to such a development.  
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Fig. 13   Consumption of selected agricultural raw 
materials (million tonnes)

Sources: EU Commission, Tallage, FEDIOL.
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Recommendations on access to raw materials

■ The review of the CAP and its future orientation must give
particular attention to the primary role of agriculture which is
to efficiently produce agricultural raw materials and to ensure
supply of food sectors. Rural development programmes must
complement this with measures supporting innovation capaci-
ties, diffusion of information technology and product quality
and safety. 
■ EU policies must set the framework for a competitive, mar-
ket-oriented and sustainable agricultural sector. There are
limits to higher costs that the EU can bear without lasting
consequences on competitiveness and profitability.
■ Despite positive steps, access to competitive agricultural
products remains a matter of concern for the food and drink
industry. In the short to medium term, if agricultural reform
processes do not provide access to competitive agricultural
products, it will be essential to ensure that exporters can use
export refunds or alternative instruments. Systems such as
inward processing - that allow for the importation of raw
materials at world market prices for processing and re-export
after manufacturing - must be operational and easy to use. 
■ In developing and implementing a future Renewable Energy
Roadmap, EU institutions must ensure increased availability
and diversity of feedstock through appropriate agricultural and
trade policies and instruments. They must ensure that the fra-
mework provides sufficient flexibility to take into account
national situations, feedstock availability and technological
progress. Food sector and markets must not be subject to dis-
tortion due to the development of biofuels.
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Presence of EU products on foreign markets

The performance of EU products in entering non-EU markets faces
more problems in emerging economies than in developed markets.
Although positive signs were registered in 2005, this trend must be
sustained by trade policy decisions and measures. An EU market
access policy needs to address non-tariff barriers to trade - notably
food legislative provisions, veterinary and hygiene measures -,
insufficient or lack of protection of geographical indications and dis-
criminatory taxes, like differential export taxes.  

Elements of an active export policy: export promotion

In 2006, EU programmes provided €37 million to support pro-
motion actions, of which only 25% was dedicated to export
promotion. This amounts to 71% of available budgetary
resources. It is an improvement compared to the previous
years when only 50% and 55% of budget appropriations was
used. However, access to EU programmes remains difficult,
due notably to management complexity and an absence of
flexibility both acting as a disincentive. 

This compares unfavourably with the budget made available
by other world players such the US (US$145 million per
annum). The EU policy in this field and its impact remains very
limited and lacks ambition.   

The role of export refunds is not negligible

As illustrated in chapter 3, the price gap bridging function of
refunds is still relevant. Hence, to bring forward the complete
elimination of export refunds or to take arbitrary decisions
such as lowering refund levels on a sector-by-sector or pro-
duct-by-product basis, without economic justification, can
have considerable consequences for exports of food and drink
products. Export refunds account for 9% to 12.5% of the
export price of certain processed products (chocolate/confec-
tionery and processed dairy products). While dairy product
prices on world markets are currently exceptionally strong, it
is generally agreed that, in the medium term, the milk fat frac-
tion at least will continue to need export support until the mar-
ket is balanced. Considering profit margins estimated bet-
ween 1% and 8% in these sectors, the removal of export
refunds will lead to increases in product prices, making it dif-
ficult to keep non-EU customers. 

Furthermore, the administrative burden related to the manage-
ment of export refunds triggers important costs due to the
management of certificates, security deposits, proof of arrival
at destination, transportation of documents, etc., which can
ultimately act as disincentive for exploring exporting opportu-
nities.

20

4 Trade policy and export
performance

- Access to non-EU markets for EU food and drink exports
must be improved through a set of trade agreements and
export policy measures

The trade balance

The increased competition on the EU market through imported pro-
ducts makes an improvement of access to non-EU markets impera-
tive. Imports into the EU have been increasing more rapidly than EU
exports up to 2005, when export growth reached 5.3% compared to
5.5% for imports. 2006 saw further growth of imports (+10%) and
an equivalent improvement in exports.
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Fig. 14   External Trade Balance (1999 = 100)
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Counterfeiting: a growing threat to the European
food and drink industry

Counterfeiting has become a major issue for the food and
drink industry. In 2005, more than 5 million counterfeit food-
stuffs, drinks and alcoholic products were seized at EU bor-
ders, compared to 4 million in 2004, indicating that the pheno-
menon is spreading. The share of false food and drink products
in the total of seized goods is increasing rapidly (from 1.7 to
6.9% in two years time). Fake products undermine consumer
trust in the quality and safety of a branded good, leading to a
loss in market share. 
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Table 4  -  Breakdown of counterfeited articles seized between 2003 and 2005 (million of articles)

2003 2004 2005
Articles % of total Articles % of total Articles % of total

Food stuffs, alcoholic and other drinks 1.5 1.7 4 3.8 5.2 6.9
Perfumes and cosmetics 1.0 1.1 1 1.0 0.7 0.9
Clothing and accessories 2.6 2.9 8 7.7 11.0 14.6
Electrical equipment 0.5 0.6 4 3.8 3.3 4.4
Computer equipment (hardware) 0.1 0.1 1 1.0 0.8 1.1
Audio CDs, games, software, DVDs etc 32.5 35.8 19 18.3 9.7 12.9
Toys and games 12.3 13.5 18 17.3 1.9 2.5
Other goods 7.1 8.6 7 6.7 9.9 13.8
Cigarettes 33.3 36.6 42 40.4 32.7 43.5
TOTAL 90.9 104 75.2

■ The WTO agreement remains a priority for providing a bet-
ter framework to discipline agricultural support and to increa-
se trade opportunities for food and drink industry products.

■ The bilateral process needs to be pursued in key regions
where the EU has particular interests, where markets register
strong growth and where trade agreements with other trade
partners risk putting the EU at a disadvantage. Trade relations
with the ASEAN countries, China, India, the Mediterranean
region, Mercosur and Russia constitute particular challenges
that need to be addressed. There is a need to promote interna-
tional standards, notably food related but also environmental
standards to create a better level playing field. 

■ The food and drink export strategy must include a more
ambitious export promotion activity. This requires the introduc-
tion of greater flexibility, the simplification of project manage-
ment and the extension of the scope to include value added
foods. 
■ As long as export refunds are operational, they need to ful-
fil their task appropriately, which implies not only fair calcula-
tion of the rates but also simplification of procedures and the
reduction of system of proves of arrival, of controls and of
export licences.
■ Improved protection of intellectual property rights and
brands is essential to maintain the competitiveness of the EU
food and drink industry. 

Recommendations on trade policy and export performance
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research, knowledge diffusion and technology transfers remain the
key challenges for the sector. The European Technology Platform
“Food for Life”, has a key role in determining orientations and pro-
viding the necessary framework for the establishment of public-pri-
vate R&D partnerships. It needs further public recognition and
appropriate support. Regulatory constraints to innovation and leng-
thy procedures (e.g. novel foods) have to be changed in order to
make the sector more dynamic. 

The Commission's action programme for better regulation has taken
up many points submitted by CIAA for action, though a few issues
identified as priorities by the food and drink industry are still left
out. CIAA calls for impact assessments with effective and meaning-
ful stakeholder consultations based on early business involvement.
Better regulation requires all EU institutions to be committed to this
process and to apply best practice.

Even though the EU agricultural reforms that are currently imple-
mented or that will be implemented in the coming years will ensu-
re more market-orientation, access to competitive agricultural raw
materials remains uncertain and will pose a particular problem for
exporters and suppliers of the internal market. The increasing
demand for agricultural raw materials in the non-food sectors will
continue to put pressure on food markets, adding to this uncertainty. 

Enhancing the performance of EU products when entering non-EU
markets requires a set of policy instruments such as trade agree-
ments, less burdensome procedures for export refunds, export pro-
motion and improved protection of intellectual property.  

The EU food and drink industry, as the largest manufacturing sector
in Europe, has the ability and the potential to maintain its position
in the global market. Nevertheless, urgent action is needed from
legislators to create a favourable business environment for EU food
and drink processors, enabling them to grasp the competitive chal-
lenges they are facing and to transform these challenges into new
opportunities.

The 2007 update of the CIAA benchmarking report takes a closer
look at recent developments in the European food and drink sector
and seeks to anticipate future development of the EU food and drink
competitiveness. Furthermore, it provides an overall insight into the
actions required to ensure that the EU maintains its competitive
position in an increasingly competitive global environment.

Looking at the performance of the EU food and drink sector during
recent years, the sector is facing various challenges. Growth of the
EU food and drink sector has been modest when compared to its
main competitors such as the US, and even more so when compa-
red to emerging economies. Labour productivity in the EU food and
drink sector is still significantly lower than in the US, though the
gap is getting smaller due to the constant effort of the sector to
increase its range of high value added products.

The EU share in global food and drink exports is declining. Over the
last ten years the EU saw its share decline by 15%. During the last
three years this trend has been persisting although exports have
picked up again in both 2005 and 2006.

The EU food and drink sector is facing ever more international com-
petitiveness pressure. The emerging economies are becoming
important players at the global level and the EU food and drink
industry should maintain focussed on increasing the added value of
its production. Large companies should not only take up this chal-
lenge, the many EU SMEs active in the sector should also make
sure they invest in new products and production processes in order
to ensure a higher value added production.

With the aim of improving the competitiveness of industry a num-
ber of initiatives were taken up by the European Commission and
the Member States in the light of the Lisbon Strategy for growth
and jobs.

With regard to innovation, R&D funds for food sciences have
increased. Currently it is too early to make sound conclusions,
based on statistical data, on the effect of these measures on the
performance and the competitiveness of the sector, though it can
be expected that they will have a positive effect. Nevertheless

IV Conclusion
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Food and Drink
Foreign Direct Investment
Geographical Indication
Genetically Modified 
Genetically Modified Organism
Generally Recognized As Safe
Hazard Analysis and Critical Control Points
Instituto Brasileiro de Geografia e Estatística
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United States. 
Information Exchange Forum
Integrated Pollution Prevention and Control
Information Technology
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The Rapid Alert System for Food and Feed 
Research and Development
Sustainable Consumption and Production
Small and Medium-sized Enterprises
Trade-Related Aspects of Intellectual Property Rights
Waste Framework Directive
World Trade Organisation
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