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Food supply chain
Recent shifts in prices have focused policy 
attention on the food supply chain: the path food 
takes from producers to consumers. 

Context 
The term 'food supply chain' (FSC) refers to the 
process by which food is produced, shipped, 
processed, distributed and sold at retail level. 
In general, four main actors are identified 
along the chain: Producers; processors; 
retailers and distributors; and consumers. In 
addition, inputs such as fertilisers and 
transport play a crucial role in the FSC.  
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When there is competition and information 
flows freely along this chain, theory suggests 
that consumers should face fair prices, while 
producers will be guaranteed a reasonable 
income. 

However, in practice some parts of the chain 
abuse their market power, or have superior 
access to information, giving them greater 
control over prices. For example, if there are 
too few processors, or if farmers are poorly 
informed about market conditions, prices paid 
to producers can become abnormally low. 

Similarly, if retailers become too concentrated, 
they can dictate food prices to both farmers 
and to consumers. 

The food supply chain in the EU 
Economic activity along the FSC makes up 
about 6% of EU value added, and a much 
higher percentage of employment (12%). One 
important trend at EU level has been that the 
value share of the food sector which is paid to 
agriculture has been steadily decreasing. Thus, 
while food prices in the EU have been rising 
everywhere (see map), in many cases prices 
paid to farmers have not risen accordingly. 

At the same time, the retail sector has become 
more and more concentrated. Food retailers 
are larger and there are fewer of them. In most 
EU countries, there is fewer than one food 
retailer per thousand population.  

This has both advantages and disadvantages 
for consumers. On the one hand, larger 

retailers trade higher volumes, and can 
therefore sell at lower margins. This can be 
good for prices. On the other hand, more 
market power can permit retailers to 1) 
overcharge consumers and 2) squeeze suppliers. 

A spike in food prices in 2007-2008 focused 
policy attention on the way price increases 
were being passed from producers to 
consumers along the FSC. In some cases, 
despite reduced prices paid to producers, 
margins for processors and/or retailers have 
remained permanently high. 

EU policy on the food supply chain 
Common agricultural policy 
As part of the reform process for the post-2013 
CAP, the Commission has proposed measures 
to reinforce the bargaining power of farmers. 

2009 Communication  
Additionally, the Commission issued a 
communication in 2009 outlining measures to 
improve the functioning of the FSC. The 
approach here is based on market-friendly 
principles.  
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