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Abstract: 

This study provides an overview of recent economic and policy developments of the 
EU F&V sector, considering ongoing changes in supply chains and market dynamics 
and current profiles of domestic and trade policies. Findings suggest that current 
difficulties for EU producers, particularly for small farming, arises mainly from long-
term changes at different levels of the global F&V sector: consumers, retail and 
multinational agribusiness. The preliminary assessment of the 2007 reformed CMO, 
derived from both National Strategies and a survey targeting POs of Italy, Spain and 
France, validate the cornerstones of the current EU policy schemes for the F&V 
sector. However plausible improvements are envisaged for support and trade 
protection measures in the framework of the CAP after 2013. Main proposals focus a 
strengthened role of POs, selecting and increasing effectiveness of crises and risk 
management measures, rebalancing bargaining power of POs in the supply chain, 
reducing fluctuations in producers’ income, refining trade policy solutions in a 
context of increased trading openness and further integration with Mediterranean 
Partner Countries. 
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EXECUTIVE SUMMARY 

 

1.  Overview of the EU fruit and vegetable sector 

F&V is a key sector in EU agriculture, with a weight of 18% of EU agricultural production, 
almost equally shared between vegetables and fruit, of which 9% are citrus fruits. 
Production is highly geographically concentrated: the two main producing countries, Spain 
and Italy, gather 40% of vegetables production and more than 50% of fruit (includ. citrus). 
Italy, Spain and Greece originate more than 95% of EU citrus production. Italy remains the 
largest European F&V producing country and showed, in the last ten years, the greater 
variability of output, while Spain and Greece showed greater price volatility in the same 
period. Among the new Members from Eastern Europe, Poland has shown a strong growth 
in F&V production in the last 10 years. 

The EU’s role in the world F&V sector remains significant, although slowly declining in the 
last decade to a share of 8.3% in world production in 2009, with fruit (excl. citrus) most 
affected (-5.1%), followed by vegetables (-2.3%) and citrus fruit (-0.9%). The reduction of 
weight in world production is partly due to the growth of many other areas and mirrors the 
dynamic of EU production, that in 2009 is by 8.7% lower than the volume produced in 
2000. In the last decade the trend is declining for production, with a stronger tendency for 
fruit (excl. citrus), which has decreased of 14.6%, although also vegetables production has 
reduced (-5.8%), while citrus fruit has increased (+7%) in the same period. 

One of main structural limits of the EU F&V sector is the small size of farms and, in 2007, 
over 70% of the F&V farms did not reach an area of 5 ha. This causes higher costs for 
farmers, not allowing to reach an efficient production scale and poses limits on 
competitiveness in the world market. 

The current difficult situation of the European F&V sector arises mainly from long-term 
changes in the structure of the global F&V sector: consumers increasingly demand services, 
including convenience in food purchasing and preparation, taste, and variety, and are 
increasingly concerned for food safety and quality; sales are increasingly being controlled 
by fewer and fewer retailers, with a growing bargaining power; the role of the WTO and 
bilateral negotiations are becoming more important in widening competition; multinational 
agribusiness is becoming more important due to upgrading of logistics, communication and 
information technology, transport enabling fresh products to be transported from many 
origins. 

Producers prices have usually been volatile for fresh F&V and seem declining in trend in the 
last few years, while retail prices are either constant or increasing, indicating either 
increasing rents being captured by downstream actors or increasing levels of value added;. 

Final demand for F&V is generally more stable than supply and changes tend to occur over 
longer periods of time. Available data on consumption suggests a trend of slow increase in 
consumption of F&V in the EU, particularly for those countries starting from lower levels of 
per capita consumption.  
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F&V supply chains are increasingly driven by large retailers. Increasing concentration and 
consolidation in retail chains, as well as their global expansion, has improved their position 
and augmented their buying power in the market. The major effects of the emergence of 
food retailers in the global food supply chains are through the procurement system of large 
volumes of products from suppliers. Retailers are building up long term relationships with 
key suppliers – either producers or wholesalers - capable to meet the requirements 
necessary to respond to the increased consumer interest for purchasing fresh F&V products 
from supermarkets. 

While competition at the retail stage fuels changes in formats of retailing and outlets, the 
tendency to concentration and consolidation also in upstream stages of supply chains 
materializes a bias against small farms and fuels forms of association at farm level stage. 
This is the major challenge for small F&V farmers, either from the EU or other supplying 
areas: how to be part of modern EU-based chains where the retail stage coordinate the 
other actors. 

Effects of structural changes can be detected also when observing changes in the trade 
pattern of the EU’s F&V sector. A slow decline of the share of Intra-EU imports (from 70.3% 
to 68% in the last decade) and a slow increase of the structural unbalance between Extra-
EU import and export (-7.3 billion euro for EU27 in 2009) show a gradual increase in 
openness to external trade and suggest a slow process of substitution of EU suppliers 
incapable of meeting demand and retail requirements stemming from globalized supply 
chains. 

“Substitutes” in supply of vegetables are mainly from the Mediterranean area, but also 
from Central-South America and some African countries, while Central and South America 
prevails for fruit (also because of the role played by tropical and off-seasons F&V products), 
although with a significant role of Mediterranean countries for some products, such as 
citrus. Survival of traditional marketing channels in the EU market, structural backwardness 
of non-EU suppliers, and EU trade policy devices, converge in determining a relatively slow 
pace of inclusion of external F&V suppliers in the EU-based supply chains for F&V. 

 

2.  Impact of the fruit and vegetable CMO measures and trade 
agreement policy  

The F&V sector shows a heterogeneous rate of organisation among the Member States, 
that on average is around 30%. The objective of supply concentration has been set by the 
EU on the basis of the logic of supporting producers’ organisations (POs) in the F&V sector. 
Relevant differences exist also in development dynamics of the POs’ number among 
Member States alike and can be explained by several factors, both internal and external to 
the CMO scheme.  

The special importance of market crises in the fresh F&V industry arises from two 
circumstances: a) the very limited storability of F&V produce; b) the distributive margins 
rather high in proportion to retail prices of fresh F&V, which make demand at the farm gate 
less price elastic and therefore concurring at a larger variability of prices at the farm gate. 
The 2007 CMO reform introduced measures for direct management of market crises by 
POs. These measures were integrated in the operational programs of POs also with the 
objective to increase attractiveness of POs to producers. Although crises prevention and 
management measures are considered generally useful, their effectiveness is thought as 
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very limited and the reasons pled are generally linked to the difficulties of their adoption, as 
well as the limited amount of resources made available. 

The 2007 CMO reform integrated the F&V sector into the single payment scheme and 
allowed Member States to adopt a transitional hectare payment. Many differences exist 
among the implementation modalities at Member State level. There is a particular a 
particular concern on the security of raw material supplying the industry. Another great 
concern regards the prospected regionalisation of the single farm payment that add new 
issues around the F&V sector perspectives in terms of possible effects on farmers’ 
behaviour as well as on the supply chains involved.  

The EU trade regime for F&V is rather complex and its measures are set differently 
according to products, partner countries and seasonality. External protection remains a 
cornerstone of the set of measures supporting EU F&V producers and it is mainly based on 
tariffs and an entry price system (EPS). The EPS works by adding surcharges to the normal 
tariff whenever the import price is detected to be below a defined level of entry price. Trade 
preferences are very relevant in F&V trade of the EU, in terms of both import flows and 
concessions on tariff and non-tariff measures, although preferential treatments are 
sometimes bound by tariff quotas restricting concessions to predetermined quantities. The 
major preferential trade concessions for fresh F&V relate to agreements with Mediterranean 
partner countries, most relevant due to both overlapping production calendars with EU 
domestic production and weight of import flows. 

The EU considers promotion as one of the cornerstones for the efficiency of the food chains 
and for the success of the agriculture policy in Europe. The European Commission has also 
developed specific strategies in order to increase the consumption of F&V.  promoting 
through the CMO consumption of F&V at schools. 

Over the past few years, food safety and quality has become an important concern for the 
general public opinion, policy makers, researchers, stakeholders involved into food 
production, transport and trading. Overall, F&V standards indicate the complex aggregate 
of rules at different levels (national and international standards); standards from different 
sources (public and private standards); and standards on different product and process 
characteristics (e.g. quality standards, sanitary and phytosanitary measures, traceability 
regulations, etc.). The European Union, within the F&V CMO, specifically provides acts to 
improve product’s quality, also with production methods respecting the environment 
(including organic products) of POs through the operational programmes. Also private 
standards are playing an increasing role in the governance of agricultural and food supply 
chain. Retailers, but also processing industries, have implemented new collective private 
(voluntary) standards in order to improve food safety. 

 

3.  Exploring new measures and tools to improve organizational 
framework and bargaining power of producers  

A key question for the future of the CMO for F&V is whether the F&V CMO with its specificity 
is still consistent with the ongoing CAP reform. The main issues regard: (i) increasing the 
level of Community aid in order to encourage mergers of Pos, set up of APOs, and 
development at transnational level; (ii) developing competition rules better addressed to 
the organisational framework; (iii) improving/reviewing crisis prevention and management 
measures within POs’ operational programmes; (iv) providing at a horizontal level 
additional and complementary tools aim at managing more severe crises. Many 
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stakeholders have expressed great concern and supported maintaining of the specificity of 
the F&V CMO within the CAP reform and the EU budget resources devoted to the sector as 
well. 

The support system to F&V POs should be improved in the CAP after 2013 in order to 
encourage supply concentration, rebalance bargaining power in the supply chain, improve 
efficiency and transparency of the F&V supply chain, reduce fluctuations in producers’ 
income, strengthen EU trade sector and improve instruments stimulating F&V consumption. 
All that taking into account EU budgetary constraints and WTO requirements. 

Critical issues of market crises management within the current CMO are: i) withdrawals do 
not fit adequately the way market crises are managed in the current CMO. Rethinking 
withdrawals in a wider context of modulation and flexibility of the mix of measures for 
managing crises and risk would be advisable; ii) the possibility to support the payment of 
insurance premiums is improper on a general ground, but also for the way in which it has 
been implemented which makes it only a partial replacement of support measures to 
payment of agricultural insurance premiums that were previously charged on MS budgets in 
a framework of compatibility with EU state aid rules; iii) promotion and communication 
measures are those measures resulting more widely adopted by POs that implemented the 
set of measures. Their success seems related to its easier accessibility comparing the 
others; iv) financial limits of market crises measures: they are constant overtime and it is 
advisable introducing arrangements for wider intertemporal flexibility of financial limits and 
a wider modulation of market crises measures; v) measures for the implementation of 
mutual funds didn’t get very much attention, probably because the support is oriented only 
toward administrative expenses for their implementation, although they would deserve 
support in a general orientation at enhancing the role of saving/credit in transferring risk 
overtime.  

Contractual relations have gradually become established over the last decades as a result 
of the process of concentration that has accompanied the substantial growth of large-scale 
retail and the strengthening of its contractual power over upstream suppliers. With the 
introduction of commercial brands, large-scale retail has further consolidated its contractual 
strength towards upstream suppliers, attaining a pattern of "vertical control of the supply 
chain". The agricultural sector – in particular, the F&V sector - finds itself in a relatively 
weak negotiating position, made worse by the low level of concentration from which 
farmers approach the market. This is a weakness that can only be overcome by resorting to 
POs. Further strengthening of the coordination and collaboration action between various 
stages of the supply chain can come from the interbranch device (organisation and 
agreements), thanks to which opportunistic behaviour may be countered and reduced, 
while encouraging cooperative behaviour. POs can constitute a valid and useful 
counterweight by taking up a strategic role in restoring balance to market relationships, 
acting as a contractual power and for redistributing added value, while contributing towards 
transforming forms of economic dominion into models of cooperative behaviour. 

Information constitutes a key issue in achieving any form of coordination: it is needed to 
determine the best use of resources and can be considered a strategic element in the 
development process of an agro-food system. Market transparency is particularly important 
for F&V sector that, following a major market orientation, requires reliable information 
about prices and quantities and their formation along the chain. The availability and the 
quality of market information are very important especially in relation to the market 
regulation, but also to contractual relations, crisis prevention, and so on. EU Commission 
expressed concern about information on prices as source of competitive advantage for 
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buyers (and their collusive strategies) to the detriment of farmers. For the purpose of 
enhancing market transparency, it could be envisaged a suggestion about the 
establishment of an appropriate market observatory for the F&V sector at Member State 
level. 

Agricultural contracts can offer several advantages to producers (reduced price risks, 
assured market outlets, increased return for high quality products) and lead to 
improvements in efficiency of supply chain organisation, through transaction costs 
reduction. Accordingly, the use of contracts in agriculture has increased in recent years, 
characterized by a wide variety of arrangements that can differ a lot both among 
agricultural sectors and among single products within a same sector. While the issue of 
making contract compulsory is still debated (also based upon the recent French experience 
in the milk end F&V sectors), it is clear enough that most of the benefit for agricultural 
producers are conditioned to the role of POs and/or associations of POs or cooperatives in 
managing contracts and to the possible role played by policy intervention in regulating 
contractual arrangements in order to prevent unfair contractual practices. 

The backdrop of public intervention on the F&V sector (POs, as well as contracts) is the EU 
competition policy and regulation. The agricultural sector is subject to the EU's competition 
rules with a special regime applicable to it. However, several inquiries of European and 
National Competition Authorities show that agricultural exemptions are very rarely 
recognized, because of a very strict interpretation of competition rules. In a context of 
increasing concern for possible malfunctions of the European food supply chain (price hikes 
of 2007-2008 and potential price stickiness in the food supply chain), consideration for the 
weak bargaining power of the F&V producers should give the way towards less unfavorable 
competition rules for them. One of the key points when analysing the interface between 
agricultural and competition rules is the issue of the role of POs and other forms of farmers’ 
associations to increase the bargaining power of farmers. Although competition law 
imposes restrictions to farmers’ agreements, there is the opportunity for POs to operate as 
cooperative organisations, recognised by European Courts as pro-competitive structures, 
which may collectively negotiate. EU competition rules view such agreements favourably if 
the farmers involved in these forms of cooperation do not collectively hold a level of market 
power such as to restrict competition in the market to the detriment of consumers. 

 

4. Exploring ways to address trade agreement issues  

Liberalization of EU’s F&V trade is an ongoing process stemming from overlapped results of 
MFN liberalization in the WTO arena and preferential liberalization in the context of the wide 
array of agreements and unilateral concessions linking the EU to many preferential 
partners. 

The component of EU preferential policy relevant to F&V trade deepens mainly along the 
lines of the Euro-Mediterranean Roadmap adopted on 28 November 2005 for the 
acceleration of liberalisation of trade in agricultural products, processed agricultural 
products, as well as the EU-Mercosur negotiations, re-launched in May 2010 and targeting 
an EU-Mercosur Free Trade Agreement. In the multilateral arena, the current Doha 
Development Agenda might fuel further moves towards world-wide trade liberalization and 
determine both preference erosion and/or further changes in EU trade policy for F&V. Based 
on the draft proposal tabled in late 2008 by the Chair of the Committee on Agriculture, the 
Doha Round of WTO negotiations will probably affect the level of entry prices and of both 
normal tariffs and specific duties applied to F&V trade. The reduction of the level of 
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protection could be significant, although, in principle, there would be a certain room for 
selected F&V products to be considered “sensitive” and be partially shielded from 
liberalization. Studies reviewed suggest that only for some products/months/partners the 
EPS is effective in stabilizing domestic prices. Therefore, the EU could pursue the selection 
of sensitive products/months/partners as a driving criterion for the negotiating strategy in 
the WTO. 

On the other hand, trade data show that the bulk of EU’s F&V imports comes either from 
off-season trading partners (when the EPS is usually inactive) or from “preferred” 
Mediterranean countries engaged in deepening their integration with EU. The perspective of 
tariffs and entry prices dismantling as a result of the Doha Round negotiations should 
therefore be assessed in the wake of the actual profile of EU’s trade partners – where the 
EPS is of lesser importance for off-season providers, while on the Mediterranean scene EPs 
and preferential quotas can still be useful tools for their (limited and selective) property of 
stabilizing domestic prices, as well as for easing integration between Southern EU and 
North African agricultures by monitoring integration patterns and smoothing the process. 
For these reasons, the EU could argue in favor of the maintaining the system, not only on 
the sake of protecting the EU F&V sector, but also on considering the risk of preference 
erosion against MPCs. This would make room for an outcome of the Doha round with a 
limited liberalization, supported also by the MPCs as substantially derived from carefully 
crafted preferential agreements with them, which would also be in line with the traditional 
EU approach to trade policy for the F&V sector. 

As far as border controls are concerned, a last recommendation relevant in the WTO 
context is the need of an effective use of the mechanisms foreseen in the WTO agreements 
to defend the competitive position of EU produce while careful moving towards trade 
liberalization. Such measures include (i) antidumping and safeguards, from the defensive 
point of view, and (ii) the resort to the SPS and TBT agreements when unjustified barriers 
are applied in third partners. 

Finally, since the main issues of F&V trade liberalization relate to the role of MPCs, it is to 
be recalled that both historical trading and political ties, as well as ongoing troublesome 
political changes, call for a strategic, long-term view of Mediterranean agriculture allowing 
for developing synergies between both shores of the Mediterranean. This long-term view 
certainly includes trade policy issues - such as insuring a slow expansion of tariff rate 
quotas, maintaining a preference margin for MPCs, accurately selecting products to be 
handled as “sensitive”, keeping the EPS in place for sensitive products and using safeguard 
clauses of the agreements – but also a wider rethinking of support schemes and territorial 
policies supporting organization, business oriented practices, knowledge creation towards 
sustainable practices. The strategic view to strengthening the EU competitive position 
through continuing support to POs should put POs well oriented to partnership with the 
most dynamic retail segment in the best position to gain from liberalization. In such a 
policy context cooperation of POs with marketing and producing organizations in MPCs 
could be further encouraged. 
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INTRODUCTION AND OBJECTIVES OF THE STUDY 

The fruit and vegetable (F&V) sector shows peculiar features connected with the perishable 
nature of its products and their great vulnerability to weather changes. As a result of 
“normal” crop fluctuations there is also a tendency to volatility of the market, with relevant 
effects on production prices and producers’ income. 

Until the last F&V CMO reform, specific market measures (withdrawals, entry price schemes 
and export subsidies) guaranteed a certain stabilization of the F&V market in terms of 
prices and income. Also thanks to the role played by producer organisations (POs), through 
the use of operational programs, during the years of implementation of the 1996 F&V CMO 
reform supply had been better adapted to demand. Nevertheless, the sector had suffered 
frequently recurring market crises. This was the reason for which the following CMO reform, 
in 2007, provided for a wider range of tools for crisis management to be carried out 
through POs. 

On the other hand, the last reform set out the integration of the F&V into the single 
payment scheme. In line with the Fischler CAP Reform, the F&V sector has moved to 
further market orientation, with increased exposure to market fluctuations. The current 
crisis, however, when compared with normal market fluctuation, suggests different causal 
factors. 

In the recent years, emerging causes of instability (market price volatility, overproduction 
in certain sector, increasing costs of production, stagnating consumptions, growing F&V 
imports as effect of bilateral/multilateral accords) add to structural and established 
weaknesses (sector fragmentation, and its weak bargaining power, versus retail 
concentration and agro-food industry competition), further exacerbating the tense 
relationship in the fruit and vegetable supply chain.  

EU experience has shown the key role played by the producer organisations in rebalancing 
the bargaining power and stabilizing prices and income, through the concentration and the 
planning of supply. The European Commission itself considers the POs “an economic 
necessity in order to strengthen the position of producers in the market”.  

Taking into consideration the very differentiated development of POs from one Member 
State (MS) to another and among products, and also considering the opinion of the F&V 
operators claiming that “the objectives of the aid scheme for the fruit and vegetable sector 
will remain valid in the post-2013 CAP” , the question is how the support system to F&V 
producer organisations should be improved in the CAP after 2013. In other words, based on 
an assessment of the current market and policy scenario, the question is how to encourage 
supply concentration, rebalance bargaining power in the supply chain, improve efficiency 
and transparency of the F&V supply chain, reduce fluctuations in the producers’ income, 
strengthen EU trade sector and improve instruments stimulating F&V consumption. All that 
taking into account EU budgetary constraints and WTO requirements. 
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In consideration of this scenario, the study aims at the following objectives: 

(1) Developing an analysis of both the evolution of the F&V market and the 
organisational framework of European producers.  

(2) Developing a qualitative/quantitative analysis of the recent EU agriculture and trade 
measures concerning the F&V sector, with particular attention to the citrus, peach 
and grape products; 

(3) Exploring new measures and tools, in the context of the post 2013 CAP, to improve 
the bargaining power of producers and strengthen the role of POs in risk 
management and regrouping of supply; 

(4) Suggesting concrete ways to address the issues relating to international trade 
agreements. 

The study will be articulated in four sections concerning: (1) a brief analysis introducing the 
sector and the relevant policy themes (chapters 1 and 2); (2) a brief overview of the 
results of a survey focusing POs opinions and proposals on the F&V CMO (chapter 3); (3) 
an analysis of new aid and protection schemes for the F&V sector in the framework of the 
CAP after 2013 (chapters 4 and 5); and (4) summary of conclusions and strategic 
recommendations for the European Parliament. 
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1.  A GENERAL OVERVIEW OF THE EU FRUIT AND 
VEGETABLE SECTOR  

1.1.  Trends in the functioning of the F&V value chain 

1.1.1.  Global value chains and the F&V sector 

Over the past decades the fruit and vegetable (F&V) sector has undergone major changes 
in structure and behaviour, following changes in the agro-food system in general and also 
reflecting the experience of non-food sectors. Advances in information and transportation 
technology, changing consumer demands, as well as shifts in market structure fuelled by 
concentration and consolidation in the sector, foreign direct investments, global competition 
and new financial arrangements, have redesigned both the economic environment and 
incentive structure.    

Changes in the structure of the global agro-food sector have fuelled a stream of economic 
and business literature in the past decades devoting attention to supply chain management 
principles and value chain approaches (Fearne-Hughes 1998; Kaplinsky-Morris, 2002; 
Fischer et al., 2007). The main messages of this stream of literature are concerned with the 
treatment of information and the way core competences and competitive advantages are 
handled in the supply chain. 

The concern is on sharing information in order to save time, reduce costs, increase 
effectiveness at meeting customer demand, and adding value. The fundamental change in 
the way firms operate is considering the questions of core competence and competitive 
advantage from the perspective of the entire supply chain not merely from the stage where 
single operators are positioned1. This also represents a major threat to the status quo of 
existing authority relationships, responsibilities, and the balance of bargaining power, 
within and between firms operating in the supply chain. Modern global value chain analysis 
puts emphasis on relationships among actors as a way of reducing uncertainty, improving 
access to key resources and increasing chain efficiency.  

In this context, there are several broad themes underlying and explaining the long-term 
changes in the structure of the global F&V sector: 

- global consumers are becoming more affluent, discerning and cautious about their 
consumption choices, increasingly demanding services, including convenience in 
food purchasing and preparation (fresh cut fruit and vegetable), taste, and variety, 
and increasingly concerned for food safety and quality; 

- global sales are increasingly being controlled by fewer and fewer retailers, with a 
growing bargaining power; a tendency to concentration and consolidation is 
detected also in upstream stages of supply chains; 

                                          
1  At the origin of this body of literature lies the interpretation of the success of the Japanese motor industry 

during the 1970s as the result of a pattern of cooperation between manufacturers and their suppliers. 
Cooperation replaces the traditional adversarial relationships with suppliers and customers, due to the 
recognition of a competitive edge to the benefit of those organisations able to develop supply chains through 
cooperative partnerships. 
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- the role of the WTO and bilateral negotiations are becoming more important in 
widening competition, due to ongoing trade liberalisation and domestic policies 
reforms related to trade liberalisation; 

- producers prices have usually been volatile for fresh F&V and seem declining in 
trend in the last few years, while retail prices are either constant or increasing, 
indicating either increasing rents being captured by downstream actors or increasing 
levels of value added; 

- multinational agribusiness is becoming more important due to upgrading of logistics, 
communication and information technology, transport enabling fresh products to be 
transported from many origins and due to related increase of trade and investment, 
consolidation, and foreign direct investment (FDI) in many countries (often 
developing countries) that are providers of the EU market. 

In this context, we deepen three main global trends in the F&V sector highlighting the 
increasing importance of global value chain approaches: 

- the emergence of food retailers as the dominant force in the global food supply 
chain; 

- the tendency to concentration and consolidation in upstream stages of supply 
chains; 

- the bias against small farms and tendency to forms of association at farm level 
stages. 

Concentration and consolidation underway in the F&V sector, along with changes in 
consumer choices will continue to shape the future of the fruit and vegetable economy in 
the EU and will deepen as the sector becomes more globalised and interconnected, in the 
context in which F&V European products are losing market share to North Africa, Latin 
America and South Africa. From this ground stem most of the challenges and opportunities 
for firms and farms at all levels of the supply chains. 

 
1.1.2.  Growing importance of food retailers 

Food retail has become very concentrated in both Europe and other developed economies 
in recent decades. In 2008, the share of top three largest retailers in European grocery 
markets was more than 70% in Austria, Sweden and Denmark; approximately 60% in 
France and UK, and more than 50% in Italy2. In Europe in 2009 there are fifteen big 
retailers with a market share of average 50%. Of the top ten retail companies in the world 
five of them are from the U.S. and the other five are located in Europe. 

Changes in food retailing materialize major challenges, including a tendency to exclusion of 
small independent shops, small enterprises, and small farmers from these new 
developments. Increasing concentration and consolidation in retail chains, as well as their 
global expansion, have improved their position and augmented their buying power in the 
market. 

                                          
2  Largo Consumo, Pianeta distribuzione, 2010, Italy. 



The EU Fruit and Vegetables Sector 
 

PE 460.043 23 

It must be noted, moreover, that in the last few years European modern retailing has 
turned to competitive strategies against small retail shops based upon developing its own 
formats of small to medium scale outlets3. Although from the 1980s the growth in size of 
retail outlets has been considered to be the best strategy, insofar as it offered the customer 
“everything in the same place”, current socio-economic and demographic changes (for 
example, the ever greater number of elderly people and those living alone) have led to 
strategic re-thinking for the main European retailing groups The mini-retail now constitutes 
the greatest challenge to modern retailing in Europe. (INEA, 2010). 

 
Table 1. 1.: Top 15 Food Retailers in Europe 2009 turnover in billion euro 

Rank Retailer Turnover Headquarter 

1 Carrefour 78.6 France 

2 Metro 63.2 Germany 

3 Schwarz 54 Germany 

4 Tesco 52.3 UK 

5 Rewe 50 Germany 

6 Aldi 47 Germany 

7 Edeka 43 Germany 

8 Auchan 40 France 

9 ITM 33 France 

10 E.Leclerc 26.7 France 

11 Casino  26.7 France 

12 Sainsbury 21 UK 

13 WalMart 21 USA 

14 Morrison 19.3 UK 

15 Systeme U 17.8 France 

Source: www.retail-index.com 
 
In order to function effectively these dominant food retailers have to organize production, 
processing, logistics, trade, and distribution of numerous other players. The major effects 
of the emergence of food retailers in the global food supply chains are through the 
procurement system of large volumes of products from suppliers. Competition from both 
small retail shops and other forms of retail (i.e. food-away from home, farmers markets, 
street sellers, etc.) drives cutting costs and raising quality and diversity. Cutting costs in 
turn requires the improvement of all aspects of procurement, including product and 
transaction costs. This is done by improving coordination and logistic systems such as 
distribution centers, logistics platforms, cold chain development, contracts with wholesalers 
and producers, and private standards specifying quality, safety, volume, and packaging of 
products (Bazoche et al., 2005; Green, Schaller,1996; Sans, Coquart, 1998). Distribution 

                                          
3  These new formats, defined as mini-retail, are usually less than 50 square metres in size, with a simplified lay-

out to allow rapid purchasing, and with an assortment particularly of ready-to serve foods, fresh, even very 
fresh, local products, and long hours of opening (often 24 hours a day for seven days a week). 



Policy Department B: Structural and Cohesion Policies 
 

PE 460.043 24 

centers imply an increase in the scale and volume of procurement, which tends to lead to 
procure products from large areas, in higher volumes, and to serve a number of stores, and 
work with suppliers whose scale, capital, and managerial capacity are sufficient to meet the 
requirements of the new procurement system. The scale of larger supermarket chains gives 
them the capacity to pursue the above objectives, since they have the bargaining power, 
the finance to make investments in logistics, and the geographical presence required. 

Suppliers are in turn required to make larger investments deemed to be worthwhile if they 
can get on a retail chain procurement list. Retailers are building up long term relationships 
with key suppliers – either producers or wholesalers - capable to meet the requirements 
necessary to respond to the increased consumer interest for purchasing fresh F&V products 
from supermarkets. 

The basic scheme of trying direct trading lines between producers and exporters and the 
large retail chains generated direct contract of retail chains with producers and producers 
organizations. This has resulted in fresh F&V producers to face larger buyers either from 
the retail stage or from globalized exporters/wholesaler. The major challenge for small 
farmers, either from the EU or other supplying areas, is how to be part of modern EU-based 
chains where the retail stage coordinate the other actors. 

 
1.1.3.  Development of other F&V chain actors 

Increasing concentration is fuelled by different factors relevant not only at the retail stage, 
but also at the upstream stages that are pushed to exploit economies of size, scale, and 
scope in marketing and processing of food commodities (Koontz, 2000). Commonly cited 
reasons for concentration and vertical coordination/integration, also through mergers and 
acquisitions, include: i) to maintain bargaining power with other stages of the supply chain 
undergoing consolidation; ii) to ensure a market outlet in an increasingly consolidate 
downstream segment; iii) to ensure a consistent, high-quality source of primary products; 
iv) to capture efficiency gains and lower procurement costs. 

In Europe this kind of “transformation” in the structure of the downstream and upstream 
stages of the F&V sector has been taking place from 1980s with differences between 
countries. In fact, the traditional supply structure was inefficient from the view-point of 
modern retail trade: farmers were often unable to enter into more direct negotiations with 
their retail counterparts and unprepared to meet consumer demand directly. Due to the 
fragmented structure and low efficiency in marketing operations at the farm stage, the first 
changes took place in the wholesale sector with a restructuring process involving the 
concentration and internationalization of wholesale and logistics platforms (e.g. Mercabarna 
in Spain, Rungis and Perpignan in France, etc.).  

Actually, European wholesale stages gather different types of activities and operators: 
importers, exporters, commissionaires/agents, packers and logistic service providers. Most 
importing wholesalers take care of the import official procedures and processes and re-
palletize the imported goods for re-export to other countries. In most cases, wholesalers 
have long-term contracts with their suppliers, regarding quality, size and packaging 
(Cesaretti, Green, 2006). 

With concentration and vertical coordination of upstream stages larger scale suppliers 
emerge as part of the restricted number of firms with sufficient financial resources and 
capacity to bear costs and risks linked to global sourcing. These suppliers are organized 
into value chains that act on a truly global scale with production carried out in numerous 
countries. Often, by making use of different seasonality of agricultural production around 
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the world, they can provide commodities, products, and services on a consistent basis 
throughout the year. 

The specific ways of organizing these value chains differ not only by country, but also by 
products, as value chains are characterised by a wide diversity of market structures, with 
varying degrees of horizontal concentration and/or vertical integration, and a large diversity 
of economic actors from independent SMEs to multinational enterprises. This diversity 
occurs both at product and Member State levels and can contribute to explain the different 
degree of price transmission between sectors and countries. What is common to different 
chains, however, is the increasing concentration of the industry leading to increased 
horizontal and vertical coordination. 

 
1.1.4.  Structural evolution at farm level and the organisational patterns 

F&V in the EU is grown mainly by small farmers, with a great number of suppliers and 
intermediaries that intervene at various stages, mainly in Southern EU regions. The 
complexity of this type of chain implies a number of structural inefficiencies often coupled 
with low productivity of different actors of the chain. The main challenge for small farmers 
– pretty much like for traditional wholesalers - is how to be part of retail-led chains. But 
supermarkets decide the products that farmer have to grow, according to standards that 
are often too high for small farmers to comply with. Meeting the demand of procurement 
officers requires technical and management skills that small farmers often do not have. In 
fact, they are often unable to build a critical mass in terms of volumes and lack an efficient 
and speedy delivery infrastructure that would allow them to supply ranges of products 
within a given category. 

Moreover, it also true, that the asymmetry in bargaining power puts upstream actors under 
unfair trading practices, with larger and more powerful actors who require contractual 
arrangements to their advantage, either through better prices, late payments or through 
improved terms and conditions (European Commission, 2009d). 

For small farmers, getting into a supermarket’s procurement system implies being able to 
properly respond to: i) food safety and quality requirements; ii) the need to offer more 
added value in the form of more convenience (pre-packed, pre-cut products), wider 
assortment and year-round availability; iii) the need to “shorten the length” of the supply 
chain, in order to improve the control exerted over the transactions within the chain; iv) 
the need to develop and manage information technologies, so as to take advantage of 
applications allowing to optimize the management of the operation within vertically 
coordinated (or vertically integrated) supply chains. All these requirements may mean 
investing in irrigation, greenhouses, trucks, cooling sheds and packing technologies, among 
other things. Farmers need to be able to sort and grade their produce, meet timing and 
delivery requirements, and document their farming practices. In many cases farmers 
simply do not have the knowledge or the money to make investments in equipment and 
logistics support to meet these requirements on their own. 

As a matter of fact, ongoing developments in F&V chains imply a significant bias towards 
large farms. This makes collective action among individual farmers a necessary step in 
many EU regions. The problem is not only to concentrate supply and give producers a pre-
requisite necessary to start interacting within modern supply chains, but also to undertake 
contractual or co-ownership arrangements in order to successfully coordinate with packers, 
wholesalers and large retailers, with the purpose of optimizing operations, so that 
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production will comply with demand, in particular with regard to quality attributes of the 
products (Fischer et al., 2007; Camanzi et al., 2009). 

Producer organisations should keep to be encouraged as an effective way to increase 
collaboration between growers and other members of the supply chain and develop 
partnerships around shared interests in cost reduction, quality upgrading and risk 
management. Furthermore, collective action at producer level and effective coordination 
within the chain appear to be pre-conditions for any successful strategy in coping with 
declining relative producer prices and the gap between farm and retail prices. 

Both phenomena are a function of the increasing productivity at farm level, increasing 
services delivered between farm and retail stages, and the increased concentration of the 
retail business. Many options have been proposed by analysts in order to respond to price 
decline at farmers level, but all of them involve capacity rarely available at the level of 
single small farmers: 

1. Adding value at the production level through participation of small farmers in post-
harvest operations;  

2. Establishing quality standards and facilitating the production of consistent specialty 
products;  

3. Facilitating trust between supplier, exporters, and importers;  

4. Establishing systems of certification that favor smallholder farmers (i.e. organic 
products);  

5. Facilitating producer-consumer communication through e-commerce;  

6. Monitoring of corporate concentration and competition; and  

7. Promoting different types of producer associations and cooperatives.  

The variety of the measures proposed is partly related to the difficulty of addressing a 
fundamental structural problem: that the gap between farm-prices and consumer-prices is 
widening because increasingly more affluent and discerning consumers require an 
increasing number of services and attributes. As long as producers are unable to meet 
these requirements their share of the total value added will remain low and declining. 

 
1.2.  EU F&V market dynamics4 

1.2.1.  Structure and recent trends of production and prices 

Fruit and vegetables (F&V) is a key sector in EU agriculture, with a weight of about 18% 
(table A1.1). The amount of EU F&V production in 2009 is more than 121 million tons, 
almost equally shared between Vegetables (49.8%) and Fruit (50.2%), of which 9% are 
Citrus fruit (table A1.2). The production is highly geographically concentrated in the EU. 
Spain and Italy, the two main producing countries, gather 40% of Vegetables production 
and more than 50% of Fruit (includ. citrus). Citrus produce basically comes from Italy, 

                                          
4  Tables and figures discussed here and in the following paragraphs are in Annex 1. 
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Spain and Greece, since they concentrate more than 95% of EU production (tables A1.4-
A1.5-A1.6-A1.7-A1.8-A1.9).  

One of main structural limits of the EU F&V sector is the small size of farms. In 2007 over 
70% of the F&V farms did not reach an area of 5 hectares. Among leading producing 
countries, only France and Poland show a significantly higher size than the European 
average, while in Italy, the main producing country, less than 17% farms exceed the 
threshold of 5 hectares (figure A1.2). This causes higher costs for farmers, not allowing to 
reach an efficient level of scale economies and poses limits on the competitiveness of 
European farms in the world market. 

The EU’s role in the world F&V sector remains significant, although with some 3% decline in 
the last decade, which lead to 8.3% share in world production in 2009, with Fruit (excl. 
Citrus) most affected (-5.1%), followed by Vegetables (-2.3%) and Citrus fruit (-0.9%) 
(table A1.3.). The reduction of weight in world production is partly due to the growth of 
many other producing areas and mirrors the decreasing dynamic of EU production (table 
A1.1). In aggregate terms both Vegetables and Fruit (excl. citrus) have shown a similar 
general pattern of production and prices (table A1.1 and figures A1.3-A1.4). In the last 
decade, despite the peak in 2004, the trend is declining for production, with a stronger 
tendency for Fruit (excl. Citrus), at least until 2007, which has decreased of 14.6%, 
although also Vegetables production has reduced (-5.8%). On the contrary, Citrus fruit has 
increased (+7%) in the same period, with a strong variability, mainly from 2005.  

Data on prices show a very similar pattern for the main producing countries with a steady 
growth since 2000: it led to a peak in 2003 and the subsequent decline in the following two 
years period. Therefore data seem to suggest that, in the shorter run, sharp declines in 
prices usually follow phases of growth in production and anticipate downward turns of it; 
moreover, quarterly data on prices show since 2006 less fluctuation in F&V prices for all 
major producing countries, with smaller variations compared to previous period. 

In 2009 Italy remains the largest European F&V producing country, although the weight in 
the EU Vegetables production fell from 25% in 2004 to 20% in 2009. Italy is also the 
country that showed, in the last ten years, the greater variability of output, while Spain and 
Greece have witnessed greater price volatility in the same period. Among the new Member 
States, Poland has shown a strong growth in F&V production in the last 10 years. In fact, 
over the decade Poland almost doubled its weight as producer of fresh Fruit (6% in 2009), 
becoming the fourth largest producer after Italy, Spain and France; also for Vegetables 
Poland becomes the third largest producer in EU, outstripping French production in 2009. 

Production variability and price fluctuations can be understood in two different dimensions: 
in the short run, they are typical features of the functioning of the F&V sector, mostly due 
to weather variability and some structural characteristics of sector, such as a high 
concentration in few regions influencing the whole European market, or product 
perishability. The latter can make market unbalances potentially very onerous to producers 
because it fuels a high responsiveness of producer prices to the quantity being sold 
(CFEPSR, 2009). In a longer run, a declining trend in production and prices might depend 
on several structural determinants of change in the functioning of F&V world markets and 
supply chains (see par. 1.1.). 
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1.2.2. Trade flows: structure and recent trends 

Freshness and perishability of F&V produce, as well as the fairly wide variety of products 
offered by EU countries, make intra-EU trade a very significant share of the sector’s total 
trade (tables 1.2.-1.3.). Intra-EU import covered about 68% of the value of EU’s F&V 
imports in 2009, against a higher rate in 2000 (70.3%). The increased importance of extra-
EU F&V trade in the last 10 years is particularly evident for EU vegetable imports: the 
share, in quantity, originating from non-EU partners has risen from 9% (2000) to 14% 
(2009). Such a tendency is mirrored also in Intra-EU exports, that is much more relevant, 
but still slightly declining from 91% of the value of exports in 2000 to 88.2% of 2009. 

Data analysis shows, therefore, a certain tendency to increased openness to external trade 
over the past 10 years; the only exception is the decline in 2008 due to the global 
economic crisis that hit the extra-EU trade more than intra-EU. 

 
Table 1. 2. EU import of F&V 2000-2009 (value in € million, volume in thousand 
tons) 

2000 2003 2006 2009 
  

VALUE QUANTITY VALUE QUANTITY VALUE QUANTITY VALUE QUANTITY 

INTRA-
EU 15,726 21,329 18,782 22,924 21,291 25,182 22,247 26,183 

EXTRA-
EU 6,656 9,144 8,244 10,672 9,687 12,099 10,377 12,671 

Total EU 22,382 30,473 27,026 33,597 30,978 37,280 32,625 38,853 

Source: EUROSTAT Comext 
 
Table 1. 3. EU export of F&V 2000-2009 (value in € million, volume in thousand 
tons) 

2000 2003 2006 2009 
  

VALUE QUANTITY VALUE QUANTITY VALUE QUANTITY VALUE QUANTITY 

INTRA-
EU 15,525 21,558 18,905 23,014 21,011 24,919 22,652 26,313 

EXTRA-
EU 1,542 2,475 1,978 2,798 2,578 3,585 3,035 4,329 

Total EU 17,067 24,033 20,882 25,812 23,589 28,504 25,687 30,643 

Source: EUROSTAT Comext 
 
Also the analysis of the overall European trade pattern of F&V (in value) shows a steady 
increase over the past 10 years with the exception of 2004 (only because of falling prices) 
and the last year analyzed (even with a slight decrease in quantity) linked to the global 
economic crisis. 

Level and dynamic of Extra-EU F&V trade also implies a structural unbalance between 
import and export that, in 2009, reached an amount of -7,343 million euro for EU27, with 
3,035 euro million of exports and 10,377 euro million of imports (tables A1.12.-A1.17.). 
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1.2.3. Trade flows: the role of key trading partners 

The main extra-EU providers of Vegetable products are concentrated in the Mediterranean 
area and Central-South America as well as some African countries. With different degrees, 
most of the countries involved enjoy preferential trading arrangements with the EU (see 
par. 2.2.). In particular, four of the six major suppliers of Vegetables belonging to the 
Mediterranean area (Morocco, Israel, Turkey and Egypt) represent 58% of extra-EU imports 
for this sector; among them, the most important country is Morocco, from which the EU 
imported 537 million euros in 2009 (of which almost 60% tomato), equal to more than 
30% of extra-EU Vegetable imports (figure 1.1.). Also Kenya and Peru play an important 
role as suppliers, mainly for beans (Kenya) and asparagus (Peru). 

Over the past 10 years there has been an increase in Vegetable imports from all major 
suppliers (with the exception of Kenya in the last three years), in the case of Morocco with 
an increase of over 180%. The Mediterranean area has further increased its share on the 
total amount of Vegetables at the expense of other important suppliers such as Kenya, 
Thailand and New Zealand. 

 
Figure 1. 1. EU imports of fresh Vegetables from leading suppliers, 2000-2009 
(Million EUR) 
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Source: EUROSTAT Comext  
 
Regarding the Fruit, Central and South America is the main supply basin for the EU, 
particularly for bananas, pineapples and grapes. However the primacy in the value of 
import flows appertains to South Africa, mainly because of important flows of oranges and 
grapes (figure 1.2.). 

The last 10 years have shown also for Fruit a constant increase in the value of imports from 
the main countries. In terms of shares on total EU imports Central-South America has 
further increased its weight at the expense of other major fruit suppliers, such as South 
Africa, New Zealand and Morocco. 
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Figure 1. 2. EU imports of fresh Fruit from leading suppliers, 2000-2009 (Million 
EUR) 
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Source: EUROSTAT Comext 

 
1.2.4.  Structure and recent trends in F&V consumption 

Consumer behaviour is not homogenous within the European market and there are 
considerable differences in the amount of fresh F&V available for human consumption in the 
Member States. Within a framework of cultural and lifestyle differences that characterise 
Europe we could describe a major trend in the North for fast food, supermarkets’ high 
concentration and vertical coordinated supply chains, while in the South life evolves still 
around the family and F&V markets are still largely dominated from street markets and 
high level of dispersion of specialised grocery stores, with low level of supermarket 
concentration. However each country is different and deviations exist even at regional and 
local level (Kalaitzis et al, 2007). 

Especially for Vegetables, the biggest per capita consumption is concentrated in the South, 
where main producing countries are, and there is a strong differentiation between EU 
countries with values ranging from 74.6 (Bulgaria) to 241 Kg/capita/yr (Greece). Very high 
values are, also, in Portugal, Spain, Italy (in EU-15) as well as in Malta and Cyprus (in EU-
12), as shown in figures A1.8.-A1.9. Also Eastern European Countries have achieved, as 
well as in production, considerable importance in Vegetable consumption, with Romania 
(151 Kg/capita/yr) and Poland (130 Kg/capita/yr) which reached values similar to some 
Mediterranean countries.  

With regard to Fruit consumption, unlike Vegetables, there is less differentiation in Europe, 
with values ranging from 85 to 190 Kg/capita/yr in EU-15 and from 50 to 120 Kg/capita/yr 
in EU-12 New Member States (figures A1.10.-A1.11.). It is worth underlining that many 
Northern countries reach (and sometimes exceed) the levels of apparent consumption in 
Mediterranean countries. 

Consumption of Citrus fruit shows differentiated trends: Spain consumption strongly 
increases, getting close to Italy that, with a constant rate, retains primacy. There are not 
important changes for French consumption, while we have to emphasize the sharp 
contraction in Germany in the last three years (a drop of 80,000 tons from 2006 to 2009). 
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Overall, between 1995 and 2007 there was an increase in apparent consumption of F&V, 
particularly for those countries with a lower per capita consumption as evidenced by sharp 
increases in median share and minimum values (figures A1.8-A1.11). Despite that, 
according to the Freshfel Consumption Monitor 2008, in 2007 only half the European 
Member States achieved per capita consumption of 400 grams of fresh fruit and vegetables 
a day, the minimum intake recommended by the World Health Organisation (WHO). 

Demand for F&V is generally more constant than supply and changes tend to occur over 
longer periods of time. The demand for F&V is relatively inelastic in price. Small increases 
in price will have limited negative effect on the sales volume. Large price increases have 
proven to have a significant negative effect on sales volumes (tables A1.23.-A1.24.). 

 
1.2.5. The dynamics of producers’ income 

Over the years, the guarantees of a greater stability of income for European F&V farms 
have been pursued by specific market measures (withdrawals, entry price schemes and 
export subsidies) and after the most recent F&V CMO reform by measures of crisis 
prevention and risk management.  

Analysing the trend of income of horticulture and fruit specialist farms in the last 20 years, 
until 2003 it emerges a steady growth of income per family work unit and very similar 
values in the major EU producing countries; the only one exception is Greece, with 
significantly lower values than the European average and less variability. From 2004, over-
production and price decrease have had a negative impact on F&V farms incomes followed, 
for some countries, by a slight recovery in recent years. 

These dynamics have led to a reallocation of productive choices in the EU with a reduction 
trend of the area allocated to F&V crops (between 2005 and 2008), whose weight on the 
total primary crops area fell from 7.5% to 7.1%;  instead in 2009 there seems to be a 
recovery. 

Analysing the trend of net income in horticulture specialist farms for major producing 
countries, Italy and Spain show the best performance: especially between 1998 and 2004 
an acceleration of the increase in income led to high values (in 2004) and larger 
differentiation between EU MSs. The above described turning point, with negative trend in 
farms income, quickly canceled gains (figure A1.12). 

A less variable increase of income has instead been for fruit specialist farms in the major 
countries, except France which showed a rather high fluctuation of income over the past 20 
years (figure A1.13). 
  

1.3. Focus on Citrus 

As mentioned above, during the last 10 years Citrus fruit has further strengthened its 
importance at European level and reached an output of almost 11 million tons (2009), 
equal to 9% of EU-27 F&V production. 

Over 85% of Citrus production is made up of oranges (58%) and mandarins (29%), whose 
weight has further increased at the expense of the lemons (Ierugan, 2010). This situation 
is the result of a ten-years growth of EU production of oranges (+10%) and especially 
mandarin (+21%) to the detriment of lemon (-24%).These dynamics have produced a 7% 
increase in whole Citrus fruit production between 2000 and 2009.  
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The European Citrus production is concentrated almost exclusively in Spain, Italy and 
Greece. In particular, Italy, thanks mainly to a significant increase in yield, increased its 
production over the past 10 years by acquiring ever greater importance in the European 
market. At the same time in Spain there was a significantly decrease in yields that nullified 
the effect of the surface increase (tables A1.8-A1.9-A1.25). 

As regards commercial exchanges with extra-EU countries, Citrus imports has increased 
their weight on total import highlighting a share of more than 31% in 2009. Over a quarter 
of Citrus imports come from South Africa, regarding in particular oranges, which weight is 
almost 40%. Argentina is the second largest extra-EU supplier country followed by the 
Mediterranean Partner Countries (MPCs), which show a reduction of their weight as 
suppliers, notwithstanding a slightly increased in volume between 2000 and 2009. Within 
MPCs Egypt and Turkey have increased their weights reaching shares respectively of 18.5% 
and 40%, to the detriment of Syria and especially Morocco, whose share fell from 43% in 
2000 to less than 25% in 2009. In the next years it will be necessary to assess the impact 
on European producers of the Euro-Mediterranean Free Trade Area and possible problems 
of overproduction and market saturation that may ensue (see par. 5). 

As regards exports to extra-EU areas Russian market highlighted, especially during the last 
three years,a significant growth, meanwhile flows to the United States declined (-40% over 
the past 10 years), partly due to increased competition of the South American markets.  

However, almost 90% of flows is towards intra-EU market and the major exporters are 
certainly Italy, Spain and Greece although the development of Eastern countries has 
reshaped the geography of European trade (tables A1.14-A1.15-A1-16-A1.17-A1.18-A1.19-
A1.20; figure A1.4).  
 

1.4.  Focus on peaches and nectarines 

In 2009, European production of peaches and nectarines (P&N) was close to 4.1 million 
tons, 70% of which composed by peaches and 30% by nectarines. Except for the sharp 
decline in 2003, due to adverse weather conditions, there was no strong variations in 
production over the last decade with an overall slight decrease of total European 
production.  

Also P&N production, like Citrus fruit, shows a strong concentration: four countries (Italy, 
Spain, Greece and Spain) represent 95% of European output. In particular, Italy and Spain 
in 2009 concentrated almost 70% of production, thanks to a strengthening of their role in 
the last 10 years at the expense of France and Greece  (table A1.27). 

For Italy, there was a decrease in the production of peaches (for f.c.) more than offset by 
the increase in nectarines, while Spain has showed a positive performance in both 
segments. 

Europe has considerably reduced its world market share for peaches: from one third in 
2000 its weight dropped of over 10% during the last ten years. 

In the last years there are no significant variations for cosumer prices in main EU markets 
with the values observed in 2009 very close to 2005 levels. In the main producing countries 
also the trend in consumption is stagnant and suggests, in the view of a growing supply, 
that markets could be unable to absorb increasing shares of the product. 
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The EU P&N exports increased during the last 10 years more than 25%, especially as 
regards extra-EU flows. Spain has consolidated its outflows to the long-standing partners 
such as France, Italy and Germany while Italy has changed substantially its target markets 
moving from standing customers (Germany and the UK) to new customers of Eastern 
Europe (such as Poland and Czech Republic). Regarding to extra-EU countries, there was a 
sharp increase in European exports to Russia that becomes the third importing country 
after Germany and France. Germany remains the largest importer, although in recent years 
imports have declined. The most dynamic extra-EU providers for P&N, that are gaining an 
increasing share as supplier of Europe, are South America (especially Chile) and the 
Mediterranean area, with strong rise in flows from Morocco and Egypt (tables A1.28-
A1.29). 

 

1.5.  Focus on table grapes 

In recent years, table grapes has become increasingly important in the world involving all 
five continents. Europe is the second largest producer of table grapes for fresh consumption 
with 3.77 million tons, 18.8% of world production, followed by America and Africa, while 
Asia is the first producing continent with over 55% of world production (OIV, 2008). 

In recent years in Europe the table grapes production slightly increased after a difficult 
period for the sector in which about 30% of table grape vines were abandoned (from 1993 
to 2003), mainly due to the reduced profitability of this crop, poor yields, high input costs, 
as well as rising pressure from imports. This was particularly true in Spain, where during 
that period about one third of table grape vines were uprooted. Italy has also been affected 
by the above situation, worsened by a difficult market trend (very low farmers’ prices while 
production costs were continuing to grow) and a crop quality not always meeting the 
requirement of domestic and European demand, especially from the leading supermarket 
chains. More recently, however, the downward trend of planted area has halted, mainly due 
to the increased profitability, despite the still very strong competition from other leading 
suppliers on the EU market (USDA, 2008a). 

The analysis of consumption in the EU has shown, in the last years, a downward trend in all 
main countries (with contractions of 25% for Germany), while prices have increased 
significantly in these markets: +40% in Italy in the last 10 years. 

As regards commercial exchanges, European table grape imports from extra-EU countries 
have grown much more rapidly than EU exports, highlighting an increase of more than 75% 
during the last ten years. Among the major extra-EU supplier countries Chile has overcome 
in importance South Africa thanks to a considerable increase of its table grape production. 
Overall, South America has increased its weight as table grape supplier for the EU market 
thanks also to the greater flows from Brazil and Peru.  

On the export-side, also EU table grape flows towards Russia show a strong increase. As 
regards intra-EU exchanges, Germany, the first importer (and consumer) in Europe and the 
second largest importer in the world, highlighted a reduction of 25% of table grape 
consumption between 2003 and 2009 (CSO). Moreover, Italy, the main table grape supplier 
for the German market, showed its share decreased from 53% to 32% during the last ten 
years for reason of greater flows from extra-EU countries (tables A1.30-A1.31-A1.32). 
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2.  IMPACT OF THE FRUIT AND VEGETABLE CMO 
MEASURES AND TRADE AGREEMENT POLICY 

2.1.  The implementation of the F&V CMO in the EU  

2.1.1.  Overview of POs’ measures: differences among MS 

The objective of supply concentration has been set by the EU on the basis of the logic of 
supporting producers’ organisations (POs) in the fruit and vegetable sector. European 
Commission considers the concentration of supply “an economic necessity in order to 
strengthen the position of producers in the market”5, in order to cope with ever greater 
concentration of demand.  

In response to the stronger position of the food retail sector in the market, the EU already 
in 1996, with the important CMO reform for F&V introduced by Regulation (EC) No. 2200, 
entrusted a key role to POs in rebalancing bargaining power and stabilising prices and 
income, through the concentration and the planning of F&V supply. POs may set up 
operational programmes, joint financed by Community (50%) and their members with a 
cap of 4.1% of the PO’s value of marketed production (VMP).  

The 2007 reform of CMO for F&V strengthened POs’ role by introducing some elements with 
the purpose of favouring a major competitiveness and market orientation of the sector, as 
well as its better sustainability. In order to further improve the attractiveness of POs, the 
reformed CMO provided to make them more flexible in their operation by introducing some 
new elements (product range of a producer organisation; the extent of direct sales 
permitted and the extension of rules to non-members; permitting associations of producer 
organizations to carry out any of the activities of their members and permitting the 
outsourcing of activities). At the same time it provided for a wide range of tools for crisis 
prevention and management to be carried out through POs (see par. 2.1.2), as well as 
more incentives to mergers of POs and associations of them (APOs), and to those regions 
with a particularly low level of organisation rate. Moreover, in order to make more effective 
the POs’ activities carried out through the operational programmes, the reformed CMO 
introduced the possibility for Member States to develop a National Strategy for sustainable 
operational programmes in the F&V market. 

Thanks to the two last reforms of the CMO, the European F&V sector has been object of an 
extended process of growth and reorganisation of the production system, involving Member 
States in different ways in terms of dynamics and characteristics. Nonetheless, empirical 
evidence shows that the path undertaken to encourage F&V POs has proven to be anything 
but straightforward. 

In the European Union in 2007 the fruit and vegetable sector had 1.506 POs with a total 
value of marketed production of 15.458 million of euros, showing in one year an increase of 
the average VMP of 8.4% in old Member States (EU-15) and of 12.6% in new Member 
States (EU-10) (Jacquin, 2010). A great difference exists on the average level of VMP 
between these two areas: 10,44 million of euros in the first case against 3,84 million of 
euros in the second one. 

                                          
5  Council Regulation (EC) No 1182/2007 laying down specific rules as regards the fruit and vegetable sector. 
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The F&V sector shows a rate of organisation that on average is at a relatively low level and, 
however, very far from the objective of 60% estblished by the CMO: in 2006 it was 34% in 
the EU-25 and 35% in the EU-15, falling of 1.2% since 2000 (Agrosynergie, 2008a). After 
the EU enlargement of 2007 to Bulgaria and Romania, there seems to be an apparent 
overall decrease, due to an organisation rate below 1% in these two countries (Jacquin, 
2010). 

The rate of organisation is very heterogeneous among the Member States: it has risen to 
over 80% only in the Nederlands, Belgium and Ireland. In particular, in the case of 
Nederland the rate of organisation is over 100% because of transnational POs. On the other 
side, it doesn’t reach 15% in most new Member States, Portugal, Greece and Finland; other 
Member States show rates around 35%. Among this last group there are Spain and Italy, 
the two biggest fruit and vegetable producers in the EU, with an organisation rate below 
the Community average.  

At the same time, the rate of organisation shows a great difference between new and old 
Member States non only as percentage level, but also in terms of variation: the former (EU-
10) varies from 6% in 2004 to 9% in 2007; the latter (EU-15) varies from 32% in 2004 to 
39% in 2007 (Jacquin, 2010).  

Relevant differences in development dynamics exist among Member States alike: in some 
cases (among which France, Greece, United Kingdom and Germany) there has been a 
decrease of the POs’ number as a result of activity closures as well as, in a very few cases, 
of mergers; in other cases, instead, it has been registered an increase of POs’ number 
(Belgium, Spain and above all the Nederlands, Italy and Portugal).    

These differences can be explained by several factors, that an EU evaluation report 
(Agrosynergie, 2008a) has identified in internal and external to the CMO scheme. In the 
first case it’s a result of Member States’ implementation decisions, as well as in 2003 the 
reduction at the Community level of the minimum criteria for recognition of POs (minimum 
value of marketed production and number of members). The recognition criteria may have 
facilitated the setting up of POs in the new Member States and in the regions with low 
organisation rate, but however “in the older Member States this had sometimes favoured 
the division of existing producer organisations and the emergence of small size 
organisation”. As regards factors external to the scheme, it seems that structural factors 
and those linked with the attractiveness of POs for the producers themselves, as well as 
other factors (historical and cultural factors, etc.) have assumed a certain relevance in 
determining the above mentioned differences.  

As regards the Association of producer organisations, their development in EU is very 
limited, except in Italy and Belgium. According to the EU evaluation report (Agrosynergie, 
2008a), probably it depends on the POs’ perception of the need to improve their 
competitiveness and reduce their transaction costs. However, recent information on APOs’ 
development (Jacquin, 2010) shows that their VMP increased by 9.3% from 2000 to 2007, 
whereas their number decreased by 13.6%. This different evolution would show a process 
of increasing concentration that could mean a stronger role played by APOs in the F&V 
sector. 

In relation to the operational programmes, the above mentioned EU evaluation report 
highlights that « the programmes are effective vis-à-vis the objectives of improving the 
competitiveness », as well as in improving product quality. On the other hand, the 
programmes show « a marginal role on the reinforcement of the position of producers in 
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the market », because of, above all, their weak effectiveness concerning promotion and 
advertisements activities. 

 

2.1.2.  Overview of crisis management tools: differences in their utilization 

Farmers have different strategies to cope with risk as well as crises that arise managing 
their activities. Such strategies may be broadly classified as ex-ante or ex-post approaches: 
the former are based on the reduction of the probability of occurrence of events affecting 
negatively incomes, while the latter are based on the engagement in risky activities with 
the absorbition of the occurrence of events affecting negatively income or their transferring 
in the future by mean of saving/borrowing. Risk may also be transferred to other economic 
agents. Ex-ante approaches are essentially based on diversification of the activities or in 
avoiding the involvement in risky activities. Transferring of risk on economic agents is 
made by means of insurance or futures markets and it is a relevant opportunity for farmers 
wanting to enter in more risky, but also more profitable activities in which they can earn 
higher incomes.  

Market for insurance may fail under informative problems as adverse selection and moral 
hazards. In the first case market failures are caused by the buying of insurance contracts 
by agents with higher risk than the average agent on which the premium is defined. As a 
consequence more damages than expected will occur and premium will increase entering in 
a spiral of rising premiums up to the disappearing of the market. Moral hazard arises from 
the possibility that, after the signing of a contract, insured could deliberately affect both the 
probability that the insured event occurs and the amount of damages. Also in this case the 
consequence is the failure of insurance market. 

Agricultural risks have also another problem that put their transfer at stake. The difficulty is 
linked to correlation of damages among insured, that for farming activities is quite usual 
because of the effects of weather on yields observed in large areas. When correlation is 
very high and damages are also relevant putting farm survival at stake we refer to such 
situation as a catastrophe. Of course, large falls in market price also affect the totality of 
farmers selling their products in that market, in this case there is the insurgence of a 
market crisis. Management of catastrophic damages or of market crises is very difficult to 
attain because of the limited transferability of such risks on other economic agents. Very 
often public intervention, through solidarity funds, is granted to give relief to farmers hurt 
from catastrophic damages. In a certain sense solidarity funds may be seen as a way to 
pool risks within a community by charging the cost of damages on the public budget. Also 
for market crises there is the possibility that public intervention is a way to help the 
management of such situations. 

Market crises in the fresh F&V industry have a special importance that arises from two 
circumstances. The first one is the very limited storability of F&V produce that generally 
must be sold within a few days after harvesting. Perishability prevents or limits 
intertemporal hedging that for more storable products is a factor adding up to price 
stability. The second reason is linked to distributive margins that, being rather high in 
proportion to retail prices of fresh F&V, make the produce demand at the farm gate less 
price elastic and therefore concurring at a larger variability of prices at the farm gate.    

As for many other CMOs, the 1972 CMO for F&V gave a wide relevance to domestic market 
stabilization measures that were essentially based on two instruments: the reference price 
system and market withdrawals that received an intervention price. The former was aimed 
at avoiding imports at low prices that could create, or contributing at, the EU domestic 
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market crises, while the latter had the role to eliminate or at least reduce surpluses from 
the market giving a push on prices in such situations. Withdrawals of produce in a MS were 
possible when the Commission after observing market prices declared the crisis situation. 
Withdrawn products received the intervention price. Market withdrawals of F&V have 
always been a source of concerns, because of their moral as well as environmental 
acceptability, since the most part of withdrawn products were destroyed. Moreover there 
were strong concerns for possible frauds linked to the implementation of withdrawals and 
as a matter of fact some frauds were discovered.  

The most relevant criticism to this market instrument came up from its moral hazard 
problems. In the case of withdrawals moral hazard come from the possibility that such 
outlet could be seen by F&V producers as a stable market channel for low quality and cost 
products unable to find different destinations. For that reason withdrawals of F&V were put 
under control and subject to quantitative constraints. 

The 1996 CMO reform, aiming at a stronger market orientation of F&V production, 
introduced radical changes to withdrawals, that were no more a coordinated market 
intervention instrument, becoming a possible tool that POs could use autonomously in case 
of market crises. The reform also introduced limits to the quantity of product that could be 
withdrawn as well as on the compensations paid to producers. An evaluation report 
(Agrosynergie, 2007) underlined that withdrawals were especially relevant for products like 
cauliflowers, tomatoes, apricots, apples, peaches and nectarines. However their significance 
largely dropped following the 1996 reform. Although their effectiveness on prices, and 
therefore on market crises, was not clearly evident, after the 1996 CMO reform they were 
no more able to significantly affect F&V market prices.  

There are two possible situations respect to market crises in the F&V industry requiring the 
implementation of different tools for their management. The two situations may be defined 
as transitory crises and structural crises. The former are temporary crises in some cases 
very acute and also lasting for long periods in which market prices stay at very low levels. 
Such crises are caused by strong shocks in demand or supply that however are transitory 
and absorbed in the long run. Transitory crises may have a considerable impact on the 
income of producers hit by such crises. Structural crises are extended crises that are 
destined to be renewed with low prices with a continuous diminishing trend. These crises 
are produced by several possible factors such as the lowering of competitiveness of a 
national or regional industry; changes in consumer demand shifting toward other types of 
produce or cultivars; growing supply of a product that becomes steadily exceeding market 
demand. Such crises are characterized by lowering trend in farm gate prices that is slower 
than the one observed in temporary crises, while prices are not able to change their 
direction. 

Transitory crises are often produced by shocks on the supply side as for example larger 
yields that cannot be absorbed by consumer demand in the short run causing price 
plummeting. Sometimes they are produced by a sudden and very fast reduction in 
consumer demand as it happens, for example, when there are strikes in the transportation 
industry or a food scare that causes a fall in food demand. They are characterized by 
sudden and plummeting price reduction that are also rapidly absorbed when the 
determining cause is eliminated. 

In temporary crises prices drops are amplified by the reduced storability of produce that 
doesn’t allow intertemporal arbitrage as well as spatial arbitrage. Since for fresh F&V 
storability is generally short, but changes according the different products, crises have a 
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higher frequency for less storable products (cauliflowers, tomatoes, peaches) with larger 
prices changes respect to storable products (apples, oranges, potatoes). 

Generally for fresh fruit if, at least for some produce, temporary crises are less severe 
because of the longer storability of products, structural crises are more frequent and also 
difficult to afford, and therefore longer lasting because for the effects of sunk costs deriving 
from investments in plantations. On the other side in the fresh vegetable industry the short 
production cycles allow a fast adaptation to market conditions. 

The distinction we made about the two different types of market crises is relevant because 
it follows that there are different approaches for farmers to manage such crises and 
therefore the possible role of public policies in this environment would be different. The 
distinction made between the two kinds of crisis is aimed at defining different tools for their 
management. Structural crises require financial resources for investments necessary to 
recover farm competitiveness, if this is possible, because such crises are irreversible and 
recurrent from one year to another. On the other side temporary crises require the 
possibility to get compensations for their occurrence and these compensations are viable 
because of their transitory nature. 

The ability of farmers to manage crises as well as risk on a general ground is a relevant 
factor affecting the profitability of their holdings. Since risk management activities may be 
aimed at reducing risks or at transferring risk both in time through saving or borrowing 
activities and to other individuals, the main role of public policies is to remove possible 
failures of markets for contingent claim to exist. Policies simply aimed at reducing risks in 
the fresh F&V market without charging farmers of the cost of reducing or transferring risks 
could have negative effects in terms of incentive to produce larger surpluses that the 
markets couldn’t absorb. Moreover such policies could be very expensive because of the 
high individual correlation of such risks, as well as for the informative problems linked to 
them. 

The ability of farmers to manage risks is largely constrained by farm size. Small holdings 
may find more difficult to reduce risks through diversification. Furthermore diversification 
reduces the ability to reach efficient levels of scale economies increasing farm costs. In 
such situation farmers may enter in risky activities only if they have the possibility to 
transfer risks. 

An important point is regarding cooperatives as well as POs. Such institutions are 
particularly suited in reducing price and marketing risks through the pooling of sales across 
time, space and market outlets. Moreover they can better afford contracting with final 
users. On the other side, POs cannot help their members if payments are made according 
to actual deliveries (Ligon, 2009). Therefore membership of farmers in POs is an effective 
way to improve the management of market risks provided that POs are capable to pool 
individual risks in effective way within their activity.  

The 2007 CMO reform introduced measures for direct management of market crises by 
POs. These measures were integrated in the operational programs of POs also with the 
objective to increase attractiveness of POs to producers. Moreover these measures may be 
extended to non-members of POs, although with a limited subsidy. When POs decide to 
implement measures for the management of market crises the Community financial 
assistance is increased from 4,1 % of the value of the marketed production of each POs to 
4,6%. The increased amount of financial resources can only be used for measures of crisis 
prevention and management.  



Policy Department B: Structural and Cohesion Policies 
 

PE 460.043 40 

Measures for crisis prevention and management that according the CMO the POs can carry 
out are: 

- market withdrawals; 

- green harvesting or non-harvesting of fruit and vegetables; 

- promotion and communication; 

- training measures; 

- harvest insurance; 

- support for the administrative costs of setting up mutual funds. 

Alternatively, POs may take out loans charging the repayment of the capital and interest on 
the operational funds. Moreover such measures cannot be financed with more than 1/3 of 
operational funds.  

In the case of market withdrawals the Community financial assistance may be increased at 
100% within a limit of 5% of the volume of marketed production of each POs considering 
as a reference the production of the last three years with an error margin of 3%. To 
increase the financial assistance withdrawn products must be used for free distribution to 
schools, hospitals, penal institutions, etc. Transportation costs as well as sorting and 
packing costs for  free distribution may be charged on the POs operational funds.  

Withdrawn products not to be used for free distribution have a limit of 5% of each 
marketed products. It is worth observing that indemnities paid for withdrawals have the 
same amount they had before the CMO reform.  

To make these measures applicable and operative they must be introduced within the 
National Strategy for sustainable operational programs in the fruit and vegetable market. 
Among MS there are significant differences in the kind of measures for crisis prevention and 
management that could be implemented. While France adopted the whole set of measures, 
Spain did not included harvest insurance and Italy drop both training measures and the 
support for administrative costs of setting up mutual funds. 

The efficacy of the set of measures for market crisis prevention and management 
introduced with the 2007 CMO reform is not clear since there aren’t specific analysis on this 
topic. The opinion of operators of the F&V industry and of POs on this issue is oriented 
toward a certain skepticism about the efficacy of measures even though there is a general 
consensus on their utility and on the necessity to keep them alive although modified.  

First data extracted from the field survey (see par. 3.1) showed that only part of POs 
adopted measures of market crises. These POs are mainly oriented in the fruit industry and 
also have a lower share of product sold through large retailing while traditional wholesale 
markets are the main outlet. Among adopters of crisis management provisions the main 
instrument used are promotion and communication, while market withdrawals have a lower 
relevance. No one adopted green harvesting or non harvesting measures.  

Although crisis prevention and management measures are considered generally useful, 
their effectiveness is thought as very limited. The reasons pled are generally linked to the 
difficulties of their adoption, as in the case of green harvesting, or to the low appealing, as 
it happens for withdrawals. In this case POs agreed that the very low indemnities make this 
instrument totally unable to cover costs as well as to help in recovering from market crises. 
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2.1.3.  Promotion of F&V consumption 

The most recent studies highlight the importance of the consumption of fruit and 
vegetables among the nutritional factors, preventing chronic diseases. In particular, F&V 
are important sources of a wide range of vital micronutrients and their consumption can 
prevent a number of diseases and some cancers (WHO, 2003). For these reasons, the 
promotion of F&V consumption is one of the most important topic in a context where it is 
widely recognized there is room for further increases in consumption. 

The promotion activities on F&V sector in Europe aim at stimulating consumption of food 
that has specific health benefits. At the same time they also respond to other different 
objectives: encouraging producers (by their professional or interbranch organisations), 
promoting their products in domestic market or in third countries; improving effectiveness 
of campaigns; informing domestic market or third countries on specific quality productions. 

EU has started to develop specific measures related to the promotion from 1980s. These 
measures were managed sector by sector, in the various CMOs, and since 1999 they were 
included in two main regulations: for the promotion in third Countries (Council Regulation 
(EC) No. 2702/1999) and in the internal market (Council Regulation (EC) No. 2826/2000). 
At the beginning of 2008 the previous regulations were replaced, without modifying 
significantly the contents, in a single regulation (Council Regulation (EC) No. 3/2008). The 
single Member States are responsible for the implementation of the selected programmes 
and a monitoring group supervises on their implementation. The financing of these 
programmes is provided by the European Commission (up to 50% of the total cost), 
Member States (up to 30%) and the proposing organisations (up to 20%).  

The procedure and the detailed rules for the application of the Regulation (EC) No. 3/2008 
are defined in the Council Regulation (EC) No 501/2008, that also sets the list of the 
themes and products, gives indications to the companies that are interested in the 
programme and provides detailed guidelines for different sectors (among which F&V). 
Furthermore, annex III defines indicative annual budget amounting to 46 million EUR, of 
which almost 22% for F&V sector (10 million EUR).  

According to the White paper on “A Strategy for Europe on Nutrition, Overweight and 
Obesity related health issues” and to the Green paper “Promoting healthy diets and 
physical activity: a European dimension for the prevention of overweight, obesity and 
chronic diseases”, European Commission (2007; 2005) has also developed specific 
strategies in order to increase the consumption of F&V. This objective can be achieved by 
acting on internal market (such as labelling requirements, health claims authorizations and 
food controls procedures), the CAP (in this case the F&V CMO), various Commission 
initiatives in the field of education.  

Within the CAP reform of F&V CMO the Commission has provided the promotion of public 
health through specific initiatives as promoting the consumption of F&V at school. In this 
context the Commission has implemented specific actions for promotion projects, managed 
by POs, targeting younger people, especially children,. Furthermore, according to the 
results of INEA survey, “promotion and communication” measure results to be one of the 
most adopted by F&V POs within operational programmes. Promotion campaigns are 
carried out both on internal market and third countries (especially for Russia, China and 
Japan), with the purpose of improving the image of fruit and vegetable products with 
consumers.  
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With this regard it is worth mentioning a document of the European Court of Auditors 
(2009) that analysed on the results of the application of these policies and their 
effectiveness. Its conclusion was that the impact of the policy is probably positive, but at 
moment difficult to measure. According to this analysis, the annual budget for information 
provisions and promotion measures of agricultural products has significantly increased, in 
recent years, rising from 17 million euros (in 2002) to 50 million euros (from 2007 
onwards). Italy, with 47% of the UE support, is the first recipient, followed by France 
(18%) and Spain (17%).  

 

BOX: The EU School Fruit Scheme 

Following the global trend, in most EU countries, more than half of the adult population is 
overweight. In the last year, the proportion of childhood obesity is over 28% in Europe, 
with peaks of 35-40% in some European Countries. In order to face the low consumption of 
fresh F&V, especially for younger people (44% of children are weak consumers of fruit with 
less than 1.5 servings per day), and obesity prevalence as well EU introduced the “School 
Fruit Scheme” with Council Regulation (EC) No. 13/2009. Its main purpose was to increase 
the share of F&V in children’ diet at the stage where they are developing their eating 
habits. 

The EU Member States have accessed to Community funding co-financing the programme, 
provided that they draw up a “National Strategy”. This should also include accompanying 
measures that will ensure the successful implementation of its scheme. Those measures 
may focus on improving the target group’s knowledge on the F&V sector or healthy eating 
habits, such as the development of websites or the organisation of farm visits or gardening 
sessions. 

Member States shall monitor the implementation of their School Fruit Scheme on an annual 
basis. 

The definitive allocation of Community aid per Member State participating in the School 
Fruit Scheme established for the period from 1 August 2009 to 31 July 2010 (Commission 
Decision of 22.7.2009) and has shared such as figure 2.1. In the 2009/2010 school year, 
4,7 million children in participating Member States benefited from the Scheme by receiving 
portions of F&V in the school. 
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Figure 2.1. Definitive allocation of Community aid per Member State 

 

Source: Elaborations on Commission Decision of 22.7.2009 
 

 

2.1.4.  Impacts of the single payment scheme in the F&V sector 

Since 1 January 2008 the CMO reform in fruit and vegetables introduced by Regulation (EC) 
No 1182/2007 has integrated this sector into the single payment scheme (SPS). At the 
same time it has allowed Member States to choose, during a transition period, the adoption 
of partially decoupled payments for processed production (tomatoes, pears and peaches, 
prunes, and citrus fruits). 

Furthermore, the CMO reform amended Article 51 of Regulation (EC) No 1782/2003 to 
remove the ban on eligible hectares for permanent F&V crops, ware potatoes and nurseries, 
but allowed Member States to opt for implementation of the rules until 2011. 

In 2008 the so-called CAP Health Check (HC) reform confirmed the option introduced by 
F&V CMO reform to defer integration of the sector into the SPS, because of the recent 
introduction of a similar scheme and only as a transitional measure. 

As shown in the following scheme, many differences exist among the implementation 
modalities of the last F&V CMO at Member State level. It regards both the level of hectare 
payment (vegetable hectares are eligible for direct payments in some countries and not in 
others) and the possible use of a transitional hectare payment. This situation creates a 
distortion of competition between farmers and industries, and, in the latter, between those 
Member States which adopted a transitional coupled aid and those which did not.  

An impact assessment of the SPS on the F&V sector is not available yet, but for the single 
sector as processing tomato in Italy (Arfini et al., 2011), for which an evaluation of the 
effects of the HC on F&V producers has been done in order to identify their potential 
reactions to regionalisation.   

The existing differences in the F&V CMO implementation are a particular concern 
expressed, in the public debate on the CAP after 2013, by industries for processing peaches 
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and pears, that focus on the relevant issue at the security of raw material supplying the 
industry itself. A similar condition occurs for citrus fruit, for which a recent analysis 
(Agrosynergie, 2010) highlights that some industries, especially in Italy, have preferred to 
modify their core activities, developing the processing of juice concentrate bought in 
international markets to the detriment of processing EU citrus fruit. As emphasized by Arfini 
et al. (2011) for processing tomato “the introduction of decoupled payments brought much 
uncertainty to the market concerning the likelihood of a considerable production decrease 
and the consequent difficulty of commodities’ supplies”. 

Furthermore, another great concern regards the prospected regionalisation of the single 
farm payment (SFP) that adds new issues around the F&V sector perspective in terms of 
possible effects on the behaviour of famers as well as on the supply chains involved.  

In general terms, the implementation of the historical SFP has determined considerable 
changes in production processes and in the profitability of farm. It is likely that the 
consequences at the extension of the regional SFP will be equally important. In this regard, 
some analysis show that the SFP regionalisation process could considerably influence 
farmers’ decisions and, what is more important, their economic results. In particular, the 
redistribution effects of regionalisation are closely connected to the production processes on 
which historical payments were calculated.  

In the case of F&V sector, for which the modifications inside the production plan become 
evident only when the CAP mechanism moves from a coupling scenario to a total 
decoupling one, and in the case of a variation in price levels (Arfini et al., 2011), the issue 
is how CAP payments can influence the competitiveness of farms, that is their ability to 
adapt their organisation for the purpose of improving economic and productive farm 
performances. The ability to respond to the changes arising from the Health Check reform 
becomes more difficult for a sector, such as F&V, which went quite suddenly from a coupled 
support to historical decoupled payments and possibly moving on to regional single 
payment scheme. 

 
 

Overview of the implementation of the Fruit and Vegetables Reform in Member 
States at 1 January 2008 

MS  

 

Start 

SPS 

Model 

SPS / 
SAPS 

 

Implementation of the Fruit and Vegetables 
sector 

Transitional Coupled Payments applicable as of 
2008 

(Council Reg. (EC) No 1182/2007) 

Agricultural use of 
the land 

(Art 51 of Council 
Reg. (EC) 

No 1182/2007) 

Belgium  

 

2005 SPS 
historical 

 Land under F&V, 
potatoes and 
nurseries will 
become eligible in 
2009 

Bulgaria   SAPS Transitional soft fruit payment 100%  

Czech 

Republic 

 SAPS Separate payment for tomatoes intended for 
processing 100% 

 

Greece    

 

2006 SPS 
historical 

Until end 2010: 30% of the envelope for tomatoes 
intended for processing 

Until end 2012: 60% of the envelope for citrus fruits 

No derogation for 
eligibility of land 
under F&V applied 
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intended for processing  

Spain    

 

2006 SPS 
historical 

Until end 2010: 50% of the envelope for tomatoes 
intended for processing 

Until end 2009: 100% of the envelope for citrus fruits 
intended for processing 

Will be eligible in 
2008: tomatoes for 
processing and 
certain peaches, 
pears, prunes, figs 
and grapes 

France    

 

2006 SPS 
historical 

Until end 2011: 50% of the envelope for tomatoes 
intended for processing 

Until end 2010: 98% of envelope for orchards 
producing prunes, peaches, and pears intended for 
processing 

From 2011 until end 2012 : 75% of envelope for 
orchards producing prunes, peaches, and pears 
intended for processing 

 

Will be eligible in 
2008: bigarreaux 
cherries for 
industrial use, 
vegetables intended 
for processing incl. 
tomatoes, 

melons, chicory, 
onions and  
cauliflowers 

Italy   

 

2005 SPS 
historical 

Until end 2010: 50% of envelope for tomatoes 
intended for processing 

Until end 2010: 100% for pears, peaches and prunes 
intended for  processing 

From 2011 until end 2012: 75% of envelope for 
prunes 

Until 2010 land will 
not be eligible for 
ware potatoes and 
F&V except for 
citrus fruits 

Cyprus  

 

 SAPS Until end 2010: 100% of national envelope for citrus 
fruits 

Until end 2012: 75% of national envelope for citrus 
fruits 

 

Latvia   SAPS Transitional soft fruit payment 100%  

Lithuania   SAPS Transitional soft fruit payment 100%  

Hungary  

 

 SAPS Separate fruit and vegetables payments (tomatoes 
and other fruits) 

Transitional soft fruit payment 100% 

 

Malta 2007 SPS 
regional 

model 

No transitional fruit and vegetables payments 

 

 

Austria 2005 SPS 
historical 

 Until end 2010 no 
eligibility for F&V, 
ware potatoes and 
nurseries 

Poland  

 

 SAPS Separate fruit and vegetables payments for 
tomatoes, peaches and pears 100% 

Transitional soft fruit payment 100% 

 

Portugal   

 

2005 SPS 
historical 

Until end 2011: 50% of envelope for tomatoes 
intended for processing 

Derogation F&V not 
applied 

Romania  SAPS Until end 2011: 50% of envelope for tomatoes 
intended for processing 
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Slovakia  SAPS Separate fruit and vegetables payments: 

- 50% of the envelope for tomatoes intended for 
processing 

- 100% of the envelope for fruits other than annual 
crops 

Transitional fruit and vegetables payments: 

- 50% of the envelope for tomatoes intended for 
processing 

 

Source: European Commission. 

 
2.2.  Trading arrangements and preferential agreements in F&V 

sector 

The EU trade regime for fresh fruit and vegetables (F&V) is rather complex and its 
measures are set differently according to products, partner countries and seasonality. This 
is also the outcome of different - and sometime conflicting - objectives stated in the EU 
trade policy for the sector. The EU is at the same time the largest importing country in the 
world and one of the most relevant producing country, circumstances that make room for 
different aims policy measures should help to attain: protection and stabilisation of 
revenues of EU producer of F&V; large and differentiated supply of F&V products to EU 
consumers at reasonable price; integration of the import regime within the international 
relationships that the EU is promoting, particularly with developing and neighbouring 
countries6. 

After the phasing out of export subsidies, completed by the F&V CMO reform occurred in 
2007, external protection remains a cornerstone of the set of measures supporting EU F&V 
producers. The peculiar import regime has been kept alive even after the Uruguay round 
agreement on agriculture (URAA), making F&V the only products whose external protection 
is provided, along with ordinary custom duties, by an entry price system. Even the new 
revisions of the preferential trade arrangements with selected partners (the last one with 
Morocco to be shortly ratified by the European Parliament, see Annex 4) maintain the entry 
price system. Other relevant import measures are: i) the special agricultural safeguard 
clause, provided by the URAA; ii) tariff rate quotas, covering preferential agreements with 
several countries; iii) sanitary and fitosanitary measures, designed to protect human, 
animal or plant life or health7. Some of these policies might be considerably reformed after 
the completion of the current Doha round of WTO negotiations. 
 

2.2.1.  Trade measures: tariffs, entry prices and the phasing out of the export 
subsidies 

Tariffs and entry prices 

From its outset, the core of external protection to EU producers of all F&V has been 
obtained by means of tariffs and, for the main products, by policy devices meant to operate 
as minimum import prices (Annex 2). Table 2.1. shows that tariffs are fairly low for most of 
over 300 Fresh F&V tariff lines and 300 Processed F&V tariff lines. Simple averages are 

                                          
6  See Council Regulation (EEC) No 1035/72 and Annex 2 to this Section. 
7  This paragraph treats the following measures: a) tariffs, b) entry prices, c) tariff rate quotas, d) export 

subsidies, and e) preferential agreements. Some details on a), b), c), as well as information on import licensing 
systems and on the special agricultural safeguard clause are available in Annex 2 Details on e) are available in 
Annexes 3 and 4 Sanitary and fitosanitary measures are treated in par. 2.3. 
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around 25% below other products such as meats, sugar, dairy products and cereals (Jean-
Laborde, 2008). 

In the middle ‘90s an entry price system (EPS) replaced the old reference price system8, 
but much of the functioning of the new system resembles the old one: if the import price of 
a product is above the triggering entry price (TEP) it only pays the tariff. When the import 
price is lower than the TEP by a percentage no greater than 8%, a specific duty is added 
whose amount is roughly equal to the difference between the TEP and the import price (a 
sort of a variable levy). If the percentage exceeds 8% the specific duty is the maximum 
tariff equivalent (MTE). MTEs are fixed tariffs bound in the URAA9. 

Tariffs, TEPs and MTEs change during the year according the seasonality of EU production. 
For many F&V products the entry price operate only for a limited period when internal 
supply is marketed, in some cases covering also the periods right before and after the 
season of production when smaller amount of EU produce can be marketed at higher 
prices10. 

Table 2. 1. Comparison of tariffs in selected HS Chapters 

  Ad valorem equivalents Number of tariff lines falling in each tariff band 

  Average Maximum     

  bound bound <20% [20%,50%] [50%,75%] >75% 

HS 
Chapter  tariff tariff     

2 Meats 67.5 407.8 127 50 22 34 

4 Dairy 
products 55.9 264.3 33 44 44 54 

7 Fresh 
vegetables 25.0 118.9 109 7 2 4 

8 Fresh fruits 25.2 117.1 140 60 0 1 

10 Cereals 78.4 93.6 19 23 7 6 

12 Oilseeds 0.3 179.1 78 0 1 1 

15 Fats and oils 11.9 118.7 110 3 4 3 

17 Sugar 129.1 218.1 30 6 2 9 

20 Processed 
F&V 27.2 217.4 214 76 7 10 

52 Cotton 0 0 0 0 0 0 

Source: Jean-Laborde (2008). Authors’ elaboration. 
 
The amount of MTEs is high enough that they can be seen as prohibitive tariffs, capable to 
make still effective the entry price as a minimum import price and reach substantial ad 
valorem equivalents for certain products and seasons (Garcia-Alvarez-Coque et al., 2010).  

                                          
8  Reference prices were considered as non-tariff barriers (Ntb) by the URAA and consequently eliminated. In the 

case of F&V products already covered by reference prices, the EU replaced the old system with entry prices. The 
reasons why this new version of Ntb was introduced after the URAA are discussed by Swinbank and Ritson 
(1995) and Grethe and Tangermann (1996). More details on this point can be derived from Annex 2. 

9  More technicalities on this point are in Annex 2 and derive from Commission Regulation No 3223/94 and the 
explanatory note concerning it [D (99) 01/10/1999]. 

10  Fresh F&V products under EPS are: Tomatoes, Cucumbers, Artichokes, Courgettes, Oranges, Clementines, 
Mandarins and similar citrus hybrids, Lemons, Table grapes, Apples, Pears, Apricots, Cherries, Peaches 
(including nectarines), Plums. See Annex 2. 
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Table 2.2. shows the current feature of tariffs and entry prices for selected F&V products, 
with a focus on citrus, peaches and nectarines and table grapes. Tariff equivalents can be 
significant and, if we add the ad valorems custom duty to the maximum equivalents 
derived from the entry price system, can reach over 60% for lemons, over 50% for 
mandarins, and over 30% in the rest of citrus, table grapes, and peaches and nectarines.  

The functioning of the current import regime has been thoroughly analysed in the literature 
by both comparing it to the previous trade regime, in order to assess changes in the degree 
of openness of the EU F&V market and in the trade pattern, as well as investigating the 
effectiveness of the EPS in contributing to domestic price stabilization. 

Right after the introduction of the EPS, Swinbank and Ritson (1995) comparing the new 
import regime to the previous one, were rather skeptical about its ability to significantly 
increase EU F&V market openness. However, traders now can possibly avoid the payment 
of the specific duty showing that the actual sale price of the consignment is such that a 
lower duty is to be paid (Swinbank and Ritson 1995; Agrosynergie, 2008b) 11. Moreover, 
importers may also avoid the payment of the specific duty waiting for custom clearance 
when the SIVs are higher that the TEP12. This also suggests that both capability of 
operators to deal with customs procedures and degree of perishability of products can play 
a relevant role in making possible to avoid specific F&V duties. 

 
Table 2. 2. Elements of entry prices for selected F&V 
     Specific tariff 

 MFN MFN EP Period of Preferential % of the Maximum 

 tariff (%) level (€/t) Application 
EP level 

(€/t) MFN EP Tariff (€/t) 

Clementines 16.0 649 01.01 - 28.02 484 16.3 106 

Lemons 6.4 462 - 558 01.01 - 31.12  45.9 - 55.4 256 

Mandarins 16.0 286 01.01 - 28.02  37.1 106 

Oranges 3.2 - 16.0 354 01.12 - 31.05 264 20.1 71 

Peaches/nectarin
es 17.6 600 - 883 11.06 - 30.09 491 14.7 - 21.7 130 

Table grapes 8 - 17.6 476 - 546 21.07 - 20.11 358 17.6 - 20.2 96 

Source: DG Trade, EU export-helpdesk. Authors’ calculations 
 
The functioning of the EPS on a consignment basis may also make possible, at least in 
principle, to avoid the penalisation of high quality imports from a country. Data on the 
number of cases in which the price of imports undercut the TEP in the first years of 
implementation of the EPS suggested to Cioffi and dell’Aquila (2004) a possible selection 
effect on the growth of EU imports of F&V preventing imports of low quality/low price 
produce. However, a recent evaluation report on the EPS demonstrated that in recent years 

                                          
11  The new system is administered on a shipment-by-shipment level instead of a country-by-country level. The 

additional specific tariff is charged per individual shipment and, if the c.i.f. price of one shipment undercuts the 
entry price, this does not affect subsequent shipments from the same country. See Annex 2. 

12  Problems of detecting c.i.f. prices of imports have been overcome with different methodologies for monitoring 
of compliance with entry prices (see Annex 2 and the EU Commission explanatory note concerning Commission 
Regulation No 3223/94 [D (99) 01/10/1999]). Relevant for the working of the system are the "standard import 
values" (SIVs) that the Commission calculates on a daily basis for each country that actually exports to the EU. 
SIVs are based on prices monitored on the domestic EU market at wholesale level. One of the methodologies 
used for assessing compliance with the EPS is based on an entry price - SIV comparison. 
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imports of F&V products covered by the import regime grew at a rate not differing from 
that shown by F&V not covered by the EPS (Agrosynergie, 2008b). 

The econometric analysis by Emlinger et al. (2008) through a gravity model approach 
showed that the import regime had effects on the EU import flows of F&V, although for 
some product other factors should also be taken into account. Goetz and Grethe (2009), 
using a multivariate statistic analysis approach, showed that the relevance of the EPS is not 
homogeneous among different products and origins, being wider for more perishable 
products and for neighbouring partner countries. As a whole, those studies suggest that the 
effects of the EPS on EU import flows of F&V are significant, but probably not generalized to 
entire set of products/partners. 

Most studies agree on showing that the EPS is most relevant for the import of artichokes, 
courgettes, cucumbers, lemons, plums and tomatoes; significantly lower for apples, 
clementines and pears; and least relevant for apricots, mandarins, oranges, peaches and 
nectarines and table grapes. This is supported by data from Table 2.3. based on SIV 
recorded between 1995 and 2007. Among the products recorded in the table, only for 
lemons the EPS system appears to be restrictive, in particular for products originating in 
the Southern Hemisphere. 

Somehow similar is the picture offered by some recent studies targeting impact of the EPS 
on prices of EU domestic products. Here the main policy issue is assessing the contribution 
of the EPS to domestic prices stabilisation. The recent evaluation report on the EPS 
(Agrosynergie, 2008b) suggests that it does not affect domestic prices globally, but for 
single products/country/month there could be significant effects.  

Results of the aforementioned studies indicate that EP could be significantly lowered in 
several periods of the marketing year without substantially affecting trade. In fact, between 
1995 and 2001, all the components of the protective system (EPs, ad valorem duties, and 
MTEs) were already reduced in accordance with the Uruguay Round commitments, easing 
the protective effect of the system. This conclusion does not contradict the fact that the 
system helps to stabilize prices in certain periods of the marketing year. In fact, the system 
functions in the contingency of an import surge and its elimination could involve substantial 
downward pressure on the prices of specific third-country products in the EU market. 
Though many fruit imports have a counter seasonal nature, the EP may still be active in 
periods when Southern Hemisphere crops overlap the early EU harvests.  
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Table 2. 3. Breakings of the trigger EPs 

 % of SIV below TEP Main partners, number or % of breakings 

Clementines 5% Turkey (42) 
Israel (6) 
Morocco (2) 

Grapes 3% Tunisia (16) 

Lemons 10% Argentina (20%) 
Uruguay 
Turkey 
South Africa 

Mandarins 0.2% Morocco (4) 
Turkey (1) 

Oranges 5% Cuba (50%) 
South Africa 
Turkey 
Egypt 

Peaches 2% Turkey (3) 
Macedonia (1) 

Source: DG Trade, EU export-helpdesk. Authors’ calculations 
 
Garcia Alvarez Coque et al. (2009, 2010) used simulation of changes in the border 
measures with partial equilibrium models of four products finding that the removal of the 
EPS, as well as the reduction of the TEP and of the specific tariff while keeping alive the 
EPS, would have a moderate impact on prices of EU domestic products. Although the 
stabilization issue is not directly addressed in these papers, such findings also imply a 
certain effectiveness of the EPS in price stabilization. Furthermore, the recent econometric 
work by Cioffi et al. (2010) shows that EU domestic prices in some cases behave differently 
when import prices are above/below the TEP. Also this paper suggests that in some cases 
isolation effect of the EPS seems reached and the resulting stabilization effects. 
 
Phasing out of export refunds 

The progressive decline and phasing out of export refunds (ER) is summarized in Tab. 2.4. 
Starting from the 1994 URAA ER have globally declined to levels such that literature had 
already stressed both the uselessness and the useless bureaucratic burden of keeping the 
system in place (Cioffi-dell’Aquila 2004), as well as the potential net welfare gains coming 
from its phasing out (Agrosynergie, 2008b). The last cut performed by the F&V CMO reform 
occurred in 2007 put ER out of picture and made EU’s support to export competitiveness in 
line with WTO recommendations13. 

With reference to fresh products only, oranges received the highest share of ER, accounting 
for 58.45% of overall expenditure for ER over the period 1996-2005. Lemons and apples 
followed, with shares of 17.33% and 11.17% respectively, then table grapes and tomatoes, 
having a share of about 4% each. All remaining eligible products (almonds, hazelnuts, 
walnuts, peaches and nectarines) had negligible shares. 

 

                                          
13  See Council Regulation (EC) No 1234/2007 of 22 October 2007. 
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Table 2. 4. Extra-EU exports and Export refunds 

 1995/1996 (*) 2003/2004 (*) 2005/2006 (**) 

Oranges    

Q (000 t) 546.3 488.8 270.5 

V (million €) 41.7 7.6 7.4 

Lemons    

Q (000 t) 203.4 259.2 91.2 

V (million €) 12.8 4.0 2.9 

Table grapes    

Q (000 t) 135 205.8 127.2 

V (million €) 3.6 1.2 0.7 

Peaches    

Q (000 t) 98.6 138.9 342.1 

V (million €) 0.7 0 0.2 

Source: COMEXT and DAGRI Data processed. (*) EU-15; (**) EU-25 
 
The possible impact on the overall EU domestic market, therefore, should be expected to 
be relevant for oranges and lemons. According to the Agrosynergie (2008b) study, the 
impact on total EU exports may reach a range of between 7 and 14% of total export 
volumes. The impact on prices is around 1.5%.  However, it is not possible to isolate the 
impact of the ER scheme from other effects that determine export competitiveness. In the 
case of fresh fruits as oranges and apples, the increasing competition of a wider variety of 
fresh fruits, many of them of tropical/exotic character, is not favouring export growth.  
 
2.2.2.  Preferential trade agreements 

Preferential trading partners are very relevant in EU F&V trade, in terms of both import 
flows and concessions on tariff and non-tariff measures. Ad valorem duties and entry prices 
depend on preferential treatments negotiated between the EU and a number of partners14 
(treatments sometimes bound by tariff quotas15). Table 2.5. displays the trade measures 
and concessions applied to major exporters of the products selected for this study. It also 
shows that counter-season productions favors trade flows.  

The EU has long managed the F&V package by pursuing, at the same time, protection of EU 
producers (above all from Southern EU), maintenance of traditional import flows, and 
improvement of political-diplomatic relationships with several developing countries16. This, 
in turn, implies that a sort of protection, through preferences, has been granted to the 
competitive advantage of these countries on the EU market. 

                                          
14  See Annex 3 for the country composition of agreements relevant for EU F&V and sources of information on 

arrangements applicable to non-EU countries. 
15  Tariff rate quotas (TRQs) are deepened in Annex 2 Within TRQs a predetermined volume of goods originating in 

a specified country can benefit from imports into the EU having a more favorable rate of duty than the MFN duty 
mentioned in the combined nomenclature. In the case of F&V, most of TRQs as well as all the few entry price 
quotas are generated by preferential agreements where EU preferences are limited to a predetermined quantity. 
This kind of preferences are called preferential tariff quotas (TQs). See also Annex 3. 

16  The comprehensive system of EU trade concessions is the result of the Common Commercial Policy and the 
Development Policy, in the common framework provided by External Relations. These Community policies are 
also affected by the provisions on preferential agreements embodied in the WTO commitments. See Annex 3. 
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The major preferential trade concessions for fresh F&V relates to agreements with 
Mediterranean partner countries (MPC)17, most relevant due to both overlapping production 
calendars with EU domestic production and weight of import flows. Trade concessions 
normally consist of reduced or zero tariffs, often bounded within TRQs, for a set of products 
defined for each country. Some preferential conditions are also granted to African, 
Caribbean, and Pacific countries (Cotonou agreements), other developing countries 
involved in the GSP, as well as some Latin American, CEECs and fr/Yugoslavian countries 
(see Annex 3). 

Trade preferences are relevant not only in the current picture of EU F&V policies, but also 
because they are a relevant dimension of the ongoing process of trade liberalization, where 
the interaction between WTO deals and regional/preferential agreements can move the EU 
F&V market to a condition of increased openness. Section 4 deepens problems and policy 
choices of this process.   

In the case of products for which the EU declared EPs at the WTO, the bilateral protection 
system is applied according to the same procedures described in the previous paragraph, 
but with some relevant concessions on the level of some EPs (Table 2.5. and Annex 3). 
Lower EPs occur only in favour of few F&V products coming from some Mediterranean 
partners and are also restricted by quota and/or seasonality of MFN protection levels. No 
preferential measures, however, are foreseen regarding MTEs, which entirely apply 
whenever operators are not able to prove the import price was above the (preferential) 
TEP18. 

The literature investigating the effectiveness of the EPS (see previous par.) provides 
analyses and evidence about the role of the preferential setting of EPs for some 
countries/products. Earlier contribution stressed a new feature of the EPS emerging from 
the URAA: imports from countries that enjoy a tariff preference could be sold at lower 
prices on the EU market than those from MFN suppliers19. In this sense, the major losers 
from the EU’s concern for traditional inner and outer providers of F&V would be 
“unpreferred” exporters.  
 

                                          
17  The EuroMed Partnership includes, besides EU members, nine countries (Algeria, Egypt, Israel, Jordan, 

Lebanon, Morocco, Palestinian Authority, Syria and Tunisia). With the other Mediterranean partner, Turkey, the 
EU signed first generation association agreements in the 1960s, followed by a customs union with the EU came 
into force on 1 January 1996. More details are in Annex 3. 

18  Detailed discussions of trade agreements with MPCs affecting F&V trade are available in Swinbank-Ritson 
(1995); Grethe-Tangermann (1998); INEA (2002), Garcia-Alvarez-Coque (2002); Cioffi-dell’Aquila (2004); 
Agrosynergie (2008b). 

19  Under the old system wholesale prices minus the full MFN tariffs and a marketing margin were compared to 
the reference prices. As a result imports from all countries had to accept the same minimum wholesale prices, 
regardless of tariffs applied to the individual country. The management of the EPS - namely, the consignment-
based setting of custom duties and the features of the ex-post assessment of the import price - allows 
preferred exporters to price at preferential entry prices and zero tariffs, undercutting the price of any other 
exporter who must abide by MFN entry price and tariff (Tangermann, 1996; Swinbank-Ritson, 1995). 
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Table 2. 5.: Structure of EU trade protection and concessions to main preferential 
partners for some fresh F&V products 

 EU Import 
(2009) 

 Tariff concessions  Preferential Entry Price 

Product/ 
Country 

 
tonn 

 % tariff 
reduction 

TRQ (t) Period of 
application 

 Value  
(euro/tonn) 

Period of 
application 

         
Oranges       

SouthAfrica 333,823      
Egypt 134,555 60 60,000 01.12 – 21.05 264 01.12 – 31-05 

Morocco 90,769 100  01.01 – 31.12 264 01.12 – 31-05 
Argentina 69,971      
Uruguay 59,283 

 

   

 

  
         
Clementines       

80 175,000 01.01 – 28.02 484 01.01 – 28.02 Morocco 77,305 
100  01.03 – 31.12   

South Africa 33,997 100  01.01 – 28.02   
Uruguay 9,929      

Argentina 9,563      
Israel 6,014 

 

60 40,000 01.01 – 28.02 

 

  
         
Mandarins and 
hybrids 

      

Turkey 73,410 

 

100  01.01 – 28.02 

 

  
Argentina 37,456        

South Africa 31,262 100  01.01 – 28.02   
Uruguay 24,018      

Israel 18,201 

 

60 40,000 01.01 – 28.02 

 

  
         
Lemons       

Argentina 163,985      
Turkey 118,407 100  01.01 – 30.04   
Brazil 55,793      

South Africa 39,006      
Mexico 22,957 

 

   

 

  
         
Peaches and          
Nectarines       

Chile 16,730 100  01.01 – 10.06   
South Africa 5,208 100  01.01 – 30.04   

Morocco 4,692 100  01.01 – 30.04 491 11.06 – 30.09 
Egypt 2,213 

 

100 500 15.03 – 31.05 

 

  
         
Table grapes         

Chile 190,393  100  01.01 – 14.07    
South Africa 181,338  100  01.01 – 30.04    

Egypt 48,833  100  01.02 – 14.07    
Brazil 38,768        

Source: COMEXT; DG Trade, EU export-helpdesk. Authors’ calculations 
 
However the EPs have been kept at MFN levels for most of the preferential origin countries 
and with some of them trade increased after the signature of Association Agreements 
dealing with the removal of ad valorem duties only (South Africa, Chile) (Agrosynergie, 
2008b). Among the gainers in F&V trade with the EU are to be mentioned also new Member 
States (mostly Bulgaria, Poland, Romania and Hungary). In this case countries involved 
enjoyed full liberalization, as they were constrained by EPs in certain products before EU 
accession. 
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Moreover, we have seen that recent studies suggest that only in some cases EPs are 
effective in influencing the trade pattern and stabilizing domestic prices. This might make 
room for moves towards a simplification of the a cumbersome effort of distributing EU 
market shares among preferential partners by crafting concessions on a product/country 
basis, with seasonal restraints and quotas on a large number of products. 
 

2.3.  The issues relating to food standards 
 
2.3.1.  F&V public quality standards and marketing standards 

The globalization of fruit and vegetable trade is changing food production and distribution. 
F&V products are distributed over far greater distances than before, creating the conditions 
necessary for general outbreaks of foodborne illness. 

Other factors account for the emergence of F&V safety as a public health issue. Increasing 
urbanization leads to greater requirements for transport, storage and harvesting of fruit 
and vegetables. All these changes lead to situations in which a single source of 
contamination can have widespread, even global consequences.  

As a result of this evolution, over the past few years, food safety and quality (with 
particular reference to F&V) has become an important concern for the general public 
opinion, policy makers, researchers, stakeholders involved into food production, transport 
and trading.  

Overall, fruit and vegetable standards refer to the complex aggregate of rules at different 
levels (national and international standards), from different sources (public and private 
standards); and standards on different product and process characteristics (e.g. quality 
standards, sanitary and phytosanitary measures, traceability regulations, etc.). 

The European Union, with the CMO for F&V, specifically provides acts to improve product’s 
quality, also with production methods respecting the environment (including organic 
products) of POs through the operational programmes. According to the results of INEA’s 
survey, the F&V POs have used operational programmes to improve the F&V quality and 
the safety of the supply chain in terms of handling conditions and cold chains from the 
producer to the consumer. Large investments have been made to improve the integrated 
production and organic products. The majority of organized producers participate in quality 
control systems such as marketing standards, GLOBALGAP, HACCP, the BRC, the ISF, the 
ISO, etc. 

In recent years, the European Union, in the purpose to ensure adequate levels of fruit and 
vegetables quality on the Community markets has developed specific marketing standards 
for the sector. Particularly, with an historical point of view, the common marketing 
standards were introduced in 1962 (EEC Council Regulation 23 concerning the gradual 
implementation of a common organization of the markets in the fruit and vegetable sector).  

In 2008, the Commission Regulation (EC) No. 1221/2008 repealed 26 of the 36 specific 
marketing standards. Thus, the 36 specific standards defined by 34 regulations have been 
replaced by only one regulation for 11 standards (1 general marketing standard and 10 
specific ones). The general marketing standard is applicable to all fresh fruit and vegetables 
covered by the CMO, but the other 10 specific marketing standards are maintained for the 
following products: apples, tomatoes, strawberries, peaches and nectarines, citrus, 
peppers, kiwi, lettuce, pears and grapes. 

Marketing standards include criteria such as quality, size, labeling, packaging and 
presentation. Specially for products covered by the general marketing standard, the 
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country of origin must be indicated in any language understandable by the consumers of 
the country of destination. 

The objectives of the marketing standards are to facilitate international trade by 
encouraging production of high quality food, improving profitability and protecting 
consumer’s health. 

Fresh fruit and vegetable imports into the EU are checked for compliance with EU 
marketing standards. If produce does not meet these standards, then it is not allowed to be 
sold in the market, although enforcement of these standards is the responsibility of each 
member state. Farm-gate sales and products used for processing do not have to meet the 
standards. 

Several other national standards, involving different stages of the supply chain, have been 
developed in different member states in Europe in the last years: for example, in German 
QS-System covers the whole supply chain; in the same way, the Belgian Certus requires 
that each link of the production chain be examined; instead, the French Label Rouge, the 
British ABM, the Dutch IKB and the Danish DS are much less extended and cover only one 
stage of the supply chain. 

Still others, European Member State have developed standards on environmental issues. In 
2008, 16 Member States had included Environmental Management of Packaging (EMP) 
actions under their national framework for environmental actions20. As regards other 
specific provisions for the fruit and vegetables sector, Regulation (EC) No. 1182/2007 
considers their production as an issue of recognition of the producer organizations the 
technical means for collecting, storing, packaging and marketing. Support of cost coming 
from these issues can cover by the producer organization or its members, over and above: 
costs deriving from compliance with the relevant mandatory requirements established by 
national legislation and conventional costs.    

A number of systems have been developed, at an international level, to serve as a basis set 
of guidelines for various aspects of food quality, such as Codex Alimentarius, ISO, GMP, 
and legally mandatory HACCP (Hazard Analysis Critical Control Points) and Hygiene codes. 
HACCP and ISO 9000 are the most widely-applied general standards. In many countries, 
legislation on food safety requires HACCP to be put in place by any food business or 
organization. 

Food safety standards are not part of the basic regulation for fruit and vegetables although 
the food safety standards contribute to improve market transparency and consumer 
demand. The question of implementation of food safety standards into the Common market 
organization has been often raised. 

It is very clear that bringing all standards for fruit and vegetables under the same legal 
framework would increase clarity, transparency and better coordination between different 
control procedures. 
 
2.3.2.  Private standards and implication for the farmers 

While much of the focus in the economics literature has been on the role of public food 
safety and quality standards both as policy instruments and as non-tariff barriers to trade, 
it is evident that private standards are playing an increasing role in the governance of 
agricultural and food supply chain. Retailers, but also processing industries and third part 
firms, have implemented new collective private (voluntary) standards in order to improve 
food safety and reduce the risks related to microbial contamination and pesticide residues 
but also firm-specific private standards that are defined, controlled and used by retailers. 

                                          
20  F&V sector – Analysis of the implementation of EMP actions in Member States – MANCOM 13 July 2010. 
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During the last years several collective standards have been introduced by the food retailer 
(e.g. GlobalGap, BRC21, etc.) to obtain goods that fulfill more rigorous standards than 
those are produced in existing spot markets. This objective has been achieved by creating 
new intermediary markets rather than using supply contracts and potentially costly firm-
specific private schemes. These protocols operate on a business-to-business basis, namely 
clients vis-à-vis suppliers. In this way supermarkets and retailers transfer the control costs 
that they formerly assumed towards the grower and the exporter upstream the supply 
chain. Compliance with private certification is an addition to the list of services which 
suppliers are asked to provide as a condition of sustained market access.  

In European Union many POs have used operational programmes to realize collective 
investments in order to improve quality and safety standards, as for example, Global GAP, 
and also develop quality-control system.  

Apart from those above-mentioned standards, individual supermarkets have developed 
their own systems and labels. For example, in the UK, Tesco has developed “Tesco’s 
Nature’s Choice,” and Marks & Spencer, “Farm to Fork.” Similarly, some major French 
supermarkets have developed quality assurance schemes for their own brands, such as 
Terre et Saveur of Casino, Filiere Agriculture Raisonnee of Auchan, Filiere Qualite of 
Carrefour.  
 
2.3.3.  The fulfillment of standards by third countries 

Previous paragraphs show that, in the last years, many new standards have been 
introduced by the EU, governments and retailers. At the same time, standards that have 
existed for a long time, like in the field of food safety (sanitary and phytosanitary 
measures) are applied more rigorously in trade with third countries. This can profoundly 
impact on trade flows with developing countries. In international relations it is clear that 
the developed countries are the standard setters, and the developing countries must adapt. 

The standards are very often highly discriminating against poor and less well organized 
countries and producers; they exclude small-holder participation from markets and act as a 
technical barrier to trade (see, paragraph 4.5). On the other hand, standards might also 
provide opportunities for smallholders to supply market niches domestically and globally: 
for example certified organic food or fair trade label.  

Generally, with quality and safety standards, trade exclusion danger for third countries is 
higher than the opportunities of inclusion. Furthermore, more and more standards are 
private and many of them are “buyer-driven”, because they are linked to supermarkets. 
European supermarkets export their standards - through international investments and 
procurement policies - to domestic markets in developing countries. 

In order to evaluate the impact of food standards on exports from developing countries, we 
shall start understanding their requirements and how they set these. For example, most of 
the European retailers require their producers in developing countries to be GlobalGAP or 
BRC certified. These standards consist in a set of general regulations and an auditing 
system with a checklist. In general, where there are explicit EU regulations, private 
standards normally refer to them; but some member states can set more rigorous 
requirements than EU ones. For these reasons some major exporting countries operate to 
the most stringent member state requirements so that they are sure that they will meet all 
the legal requirements 
 

                                          
21  GlobalGAP refers to the pre-farm gate and has developed specific standards for the first stage of the supply 

chain. Besides, the BRC Global Standard deals with main pack-house operations, including high care and 
minimal processing facilities. 
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3.  RESULTS FROM INEA SURVEY 
 

3.1.  The survey 

 

3.1.1.  Italy 

The survey carried out in Italy concerned a rather representative sample of 74 POs placed 
in all relevant F&V producing areas. The sample has been chosen taking into account POs’ 
dimensions (large, medium, small), their territorial localization, as well as their product 
composition. With this regard, Italian sample of POs above all concentrates citrus fruit, 
peaches and nectarines, and table grapes, also with a representation of other F&V 
products. 

The inquiry is based on a questionnaire delivered thanks to the collaboration of the three 
National Unions on behalf of POs (UNAPROA, UIAPOA, and UNACOA), and the Centro 
Servizi Ortofrutticoli (CSO) as well. The questionnaire is composed of three sections: the 
first one concerns general information on the POs surveyed; the second section relates to 
the impact of the F&V CMO measures and trade policy; the final section gathers POs’ 
opinions and suggestions about new aid scheme for the F&V sector (see Annex 5).  

All surveyed POs answered to the INEA questionnaire, but for only 61 among them we have 
had complete answers.  

The sample of POs includes: 

- 4 POs, defined “large”, with a value of marketed production (VMP) higher than 100 
MEuro; 

- 14 POs, defined “medium”, with a VMP included between 20 and 100 MEuro; 

- 43 POs, defined “small”, with a VMP less than 20 MEuro. 
 

 Implementation of reformed F&V CMO 

Answering to a first set of general questions regarding the strategic objectives of the F&V 
CMO and the elements of further flexibility introduced by the last reform, the sample of 
Italian POs has couched a positive evaluation of the effectiveness of the provided 
provisions22 in contributing to achieve those objectives. However, some relevant differences 
can be appreciated based on the different judgements inserted in the survey. 

As shown in table 3.1, a very high percentage of POs, between 50% and 75.4%, retains 
significant and very significant the provisions introduced by reformed CMO in order to 
improve the attractiveness of POs, increase the concentration of F&V supply, and improve 
the competitiveness in the F&V sector. Considering the differences by POs’ dimension, it is 
interesting to notice that medium size POs emphasize higher percentages, retaining these 
objectives more positively affected by such provisions. In particular, in correspondence with 
the objective relating to improve the competitiveness in the F&V sector almost all medium 
size POs have expressed a positive judgement. 
 

                                          
22  They are: product range of a producer organisation; the extent of direct sales permitted; the extension of rules 

to non-members; permitting APOs to carry out any of the activities of their members; permitting the 
outsourcing of activities; more incentives to mergers of POs, APOs, etc.; more incentives to regions where the 
level of concentration of the supply through POs is particularly low. 
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Table 3. 1.: In which measure the pursuit of the following objectives (a., b., c., d., 
e.) of the CMO has been positively affected by such provisions? 

  VERY 
SIGNIFICANT SIGNIFICANT POORLY 

SIGNIFICANT 
NOT 

SIGNIFICANT 
NO 

ANSWER Total 

LARGE 25.0 25.0 25.0 25.0   4 
MEDIUM 28.6 57.1 14.3 ..   14 
SMALL 16.3 58.1 23.3 2.3   43 

improve the 
attractiveness of 
POs 

Total 19.7 55.7 21.3 3.3   61 
LARGE .. 25.0 50.0 25.0   4 
MEDIUM 14.3 50.0 35.7 ..   14 
SMALL 7.0 44.2 44.2 4.6   43 

increase and/or 
stabilize producer 
income 

Total 8.2 44.3 42.6 4.9   61 
LARGE 25.0 25.0 25.0 25.0   4 
MEDIUM 35.7 42.9 21.4 ..   14 

SMALL 4.7 65.1 27.9 2.3   43 

increase the 
concentration of 
the F&V supply on 
the EU market or 
contribute more 
effectively than 
the previous CMO Total 13.1 57.4 26.2 3.3   61 

LARGE .. 50.0 25.0 25.0   4 
MEDIUM 21.4 78.6 .. ..   14 
SMALL 9.3 51.2 34.9 4.6   43 

improve the 
competitiveness in 
the F&V sector 

Total 11.5 57.4 26.2 4.9   61 
LARGE .. 25.0 50.0 25.0   4 
MEDIUM 21.4 42.9 7.1 21.4 7.1 14 
SMALL 16.3 32.6 41.9 7.0 2.2 43 

strengthen 
producers’ 
negotiating ability 
on the EU market 

Total 16.4 34.4 34.4 11.5 3.3 61 

 

Most interviewed POs consider this increased flexibility suited to foster the attractiveness of 
POs, because, first of all, it has allowed to improve the provision of services to PO 
members. Moreover, also guarantees on products delivery and quality have improved. 

As regards the other objectives (increase and/or stabilize producer income, strengthen 
producers’ negotiating ability), a lower percentage of POs, around 50%, retains significant 
and very significant the provisions provided by CMO. Moreover, it is worth observing that 
this opinion is not shared by large POs that, as explained below, are also those with a 
larger use of stabilization measures. The same can be seen concerning the answers to the 
question related to the ability of such measures to help in joining CMOs main objectives. 
However, a very widespread opinion is that the provisions introduced by F&V CMO have not 
been adequately effective to achieve both these objectives.  

Interviewed POs retain that the current tools of the F&V CMO have only partially responded 
in positive terms to the issue of increasing and/or stabilizing producers’ income. This has 
been particularly clear on the occasion of the last market crises for which many factors 
influencing market dynamics and affecting its variability have increased pressures on 
farmers’ return. At the same time, POs retain that current crisis prevention and 
management measures have turned out to be too complex to manage and not quite 
adequate to cope with these situations. 

Similarly, POs declared that the last CMO reform has not strengthened producers’ 
negotiating ability and that F&V supply’s positioning on the market is still too weak. In 
general, in very few cases the answers have been negative (“not significant”) and have 
affected, above all, larger POs. Their opinion is that no new significant element has been 
introduced by the last reform compared to the previous CMO. On the other hand, these are 
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POs which mirror very advanced entrepreneurial segments and have already achieved in 
satisfactory way CMO’s objectives. 

As regards operational programmes the judgements of interviewed POs have been much 
more positive than those expressed for above mentioned provisions. The table 3.2. 
highlights a very high percentages in correspondence of some actions, considered 
significant and very significant by at least 85% of POs, whatever dimension they have. 
These are actions aimed at: planning of production, improving/maintaining product quality, 
improving marketing, and environmental types of actions. A lower percentage of positive 
judgements has been expressed by POs for crisis prevention and management measures 
(47.5%), considered not quite effective and too rigid in their implementation.  
 
Table 3. 2.: In which measure in the POs' operational programmes the actions 
have been more effective in contributing to achieve the strategic objectives of 
reformed CMO? 

  VERY 
SIGNIFICANT SIGNIFICANT POORLY 

SIGNIFICANT 
NOT 

SIGNIFICANT 
NO 

ANSWER Total 

LARGE 75.0 25.0 .. ..   4 

MEDIUM 50.0 50.0 .. ..   14 

SMALL 30.2 55.8 9.3 2.3 2.3 43 

actions aimed at 
planning of 
production (3.2.1) 

Total 37.7 52.5 6.6 1.6 1.6 61 

LARGE 25.0 75.0 .. ..   4 

MEDIUM 57.1 35.7 .. .. 7.1 14 

SMALL 58.1 39.5 2.3 ..   43 

actions aimed at 
improving or 
maintaining 
product quality 
(3.2.2) Total 55.7 41.0 1.6 0.0 1.6 61 

LARGE 50.0 50.0 .. ..   4 

MEDIUM 42.9 42.9 7.1 7.1   14 

SMALL 53.5 30.2 14.0 2.3   43 

actions aimed at 
improving 
marketing (3.2.3) 

Total 50.8 34.4 11.5 3.3   61 

LARGE .. .. 100.0 ..   4 

MEDIUM .. 21.4 64.3 14.3   14 

SMALL .. 18.6 44.2 34.9 2.3 43 

research and 
experimental 
production (3.2.4) 

Total 0.0 18.0 52.5 27.9 1.6 61 

LARGE .. 50.0 .. 50.0   4 

MEDIUM .. 21.4 50.0 28.6   14 
SMALL 2.3 18.6 46.5 27.9 4.7 43 

training types of 
actions (other than 
in relation to crisis 
prevention and 
management) and 
actions aimed at 
promoting access 
to advisory 
services (3.2.5) Total 1.6 21.3 44.3 29.5 3.3 61 

LARGE .. 50.0 .. 50.0   4 

MEDIUM 7.1 35.7 50.0 7.1   14 

SMALL 23.3 25.6 25.6 20.9 4.7 43 

crisis prevention 
and management 
measures (3.2.6) 

Total 18.0 29.5 29.5 19.7 3.3 61 

LARGE 50.0 50.0 .. ..   4 

MEDIUM 64.3 35.7 .. ..   14 

SMALL 55.8 37.2 7.0 ..   43 

environmental 
types of actions 
(3.2.7) 

Total 57.4 37.7 4.9 0.0   61 

LARGE 25.0 25.0 25.0 .. 25.0 4 

MEDIUM .. 14.3 28.6 28.6 28.6 14 

SMALL 9.3 27.9 20.9 25.6 16.3 43 
other types of 
actions (3.2.8) 

Total 8.2 24.6 23.0 24.6 19.7 61 



Policy Department B: Structural and Cohesion Policies 
 

PE 460.043 60 

 
A very indicative judgement regards actions related to research and experimental 
production, and training as well. In the opinion of about 80% of interviewed POs these 
actions are poorly or not significant. This means that very few POs look at the future with 
long run strategies that, through investments in research and training, would allow to 
better cope with market change. 
 
Turning to an in-depth analysis of the adoption of risk and crisis management measures we 
found that an increasing number of POs have adopted them. The adopting POs were 12 
over 49 in 2008, 26 over 60 in 2009 and 29 over 59 in 2010. The most adopted measure 
was “promotion and communication” used by 9 POs in 2008 and 21 POs in 2009 and 2010 
(Table 3.3.). The second most popular measure was market withdrawal, followed at a lower 
extent by harvest insurance. Green harvesting was adopted once in the three year by one 
PO, while the other measures provided by the CMO were not adopted. The promotion and 
communication measure is not only the most popular, but it is also by far the one that 
absorbs the largest amount of funds for this set of intervention measures. 
 
Table 3. 3.: Number of POs adopting risk and crisis management measures from 
2008 to 2010 

MEASURES 2008 2009 2010 
Harvest insurance 1 3 5 
Training measures       
Promotion and communication 9 21 21 
Green harvesting / non harvesting 

  1   
Market withdrawal 

4 11 9 
Support for setting up mutual funds 

      
POs adopting risk and crisis measures 12 26 29 
Total POs 49 60 59 
 
POs that adopted measures of risk and crisis management are generally of larger size. 
Among large POs 75% adopted risk and crises management measures in 2008 and 2009, 
reaching 100% in 2010 (table 3.4.). The share of medium size POs was less than 50% in 
2008, increasing substantially in the following years to 70%. On the other side, among 
small POs the share grew from 14,3% in 2008, at 31,7% and 38,1% in the two following 
years. 
 
Looking at other structural factors that can affect the adoption of risk and crisis 
management measures, it is worth observing that there is no difference between POs 
specialized in fruit or vegetables, as well as there is no difference according the outlet 
(large retailing or wholesale market). On the other side there is a large difference in 
adoption of these measures between POs oriented toward the export and those selling 
prevailingly on the domestic market. The latter are usually less inclined to adopt such 
measures. 
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Table 3. 4.: Number of POs adopting risk and crisis management measures from 
2008 to 2010 according their size 

CLASSES MEASURES 2008 2009 2010 
Harvest insurance 1 2 2 
Training measures       
Promotion and communication 2 3 4 
Green harvesting / non harvesting   1   
Market withdrawal 2 2 2 
Support for setting up mutual funds       
POs adopting risk and crisis 
measures 3 3 4 

Large 

Total POs 4 4 4 

Harvest insurance       
Training measures       
Promotion and communication 4 9 8 
Green harvesting / non harvesting       
Market withdrawal   3 3 
Support for setting up mutual funds       
POs adopting risk and crisis 
measures 4 10 9 

Medium 

Total POs 9 14 12 

Harvest insurance   1 3 
Training measures       
Promotion and communication 3 9 9 
Green harvesting / non harvesting       
Market withdrawal 2 6 4 
Support for setting up mutual funds       
POs adopting risk and crisis 
measures 5 13 16 

Small 

Total POs 35 41 42 
 
These data clearly show that “promotion and communication” is the most popular measure 
of risk and crisis management. These is probably due to the fact that the measure is the 
easiest to implement. The issue of the complexity of these measures could also be an 
explanation why large and medium POs adopt them much more than the smaller one: POs 
with better structured as well as better endowed of managerial skills find adoption less 
difficult. 
 
This is in a certain sense a paradox, since smaller POs are more sensitive to the effects of 
market risks and crises. Therefore the issue of easing the adoption of such measures 
should be opportunely addressed in the future to give more effectiveness to policy 
intervention. 
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 Towards 2020 
 
The widespread positive opinion on the current CMO tools expressed by interviewed POs 
has obviously been translated in a favourable judgement on carrying on the various 
instruments of EU support in the Post-2013 CMO for F&V. However, some differences 
among them are pointed out. 
 
Almost all POs are in favour of continuing operational programmes (93.4%), because it is 
considered an essential instrument aiming at favouring growth processes of the F&V sector, 
as well as “the sole effective instrument of aggregation able to guarantee the 
competitiveness of the F&V sector”. With a positive judgement by 85.2% of interviewed 
POs, the operational programme is considered an adequate instrument to pursue F&V 
CMO’s objectives. They recognize its effectiveness, most of all, in investment planning and 
environmental protection, as well as guaranteeing product quality, but they complain about 
its increasing complexity and the inadequate level of Community support. About this aspect 
in fact almost all POs ask for an increase of the current support to POs in order to improve 
the concentration of the F&V supply. At the same time they deem necessary to maintain or 
increase the current additional support to mergers of POs, APOs, as well as to those regions 
with a particularly low level of supply concentration. 
 
A lower share of POs (80.3%) argues the need for carrying on the crisis prevention and 
management measures. Although the feeling of POs on the effectiveness of risk and crisis 
measures is rather sceptical, or at least not clearly defined, the opinion supporting the 
opportunity of keeping them is very clear. However, the large majority of interviewed POs 
suggested a revision of the set of measures (45 over 56 respondent), they also agreed to 
introduce further and more powerful instruments to create an effective safety net (39 over 
53 respondent). The most asked changes were related to the increase of withdrawal 
indemnities, the easing of measures adoption, the elimination of green harvesting.  
Interviewed POs also asked for a larger financial availability of funds for the set of 
measures (45 over 54 interviewed). 
 
In the case, instead, of the single payment scheme, for which 51 POs have responded over 
61 interviewed, the opinions are very differentiated with only 23 POs favourable to carry on 
CAP support, 9 suggesting its reduction and 19 its removal. It is very difficult to summarize 
the wide range of not always clear reasons stated by POs, although a sense of scepticism 
about the impact of this instrument is clear enough. This seems related to a certain concern 
on possible negative effects that this measure could have on F&V production and farm 
structures, particularly discouraging the pursuit of product quality. 
 
 Conclusion 

In conclusion, the answer of the interviewed POs to the question on “how to improve the 
use of existing tools and measures in order to make the F&V supply chain functioning 
better” is that the current framework of the F&V CMO should be maintained in the Post-
2013 scenario. However POs also suggest adjustments aimed at: 
 

- strengthening the support to measures in favour of supply concentration through 
POs and APOs; 

- increasing Community support to operational programmes, especially for those 
actions that encourage product quality improvement and their promotion in the 
market, as well as investment planning and environmental protection; 
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- carrying on the crisis prevention and management measures within the set of 
intervention tools provided by the F&V CMO. However, most POs suggested a 
revision of this set and the introduction of further and more powerful instrument to 
create an effective safety net, 

- increasing financial avaibility of funds for crisis prevention and management 
measures;  

- reducing administrative burden and simplifying operative commitments; 

- improving F&V chain organisation also through the setting-out of collective 
contracts. 
 

3.1.2. Spain 

The survey carried out in Spain was concentrated in the region of Valencia. This region 
represents around 30% of the Spanish POs (Ferrer, 2005) with a strong concentration of 
citrus fruit but also with a representation of other fruit and vegetables. The average 
marketed production by POs in the region is fairly small (about 6 million euro) and their 
total number is 150. That structure implied difficulties to obtain a representative sample in 
the survey. Therefore, the strategy of the fieldwork concentrated on relatively homogenous 
size POs with some differences in their product composition.  The team succeeded in 
surveying a group of the largest POs in the region. The sample included: 

- An Association of POs with over 70 members and a total marketed production of 
over half a million tons, which represents one of the largest shippers of F&V in 
Europe.  

 
- Five of the largest individual POs belonging to such association with a value of 

market production ranging between 18 million euro and 45 million euro in 2010. 
Note that such values lie in the top 10% of the range of Spanish POs according to 
their value of marketed production. The largest sample shows a strong specialization 
(over 80%) on the production of fresh vegetable and the second largest one is 
specialized in citrus, with a 60% of the total production devoted to fresh oranges. 
The other three POs have a mixed production, including fruits other than citrus as 
the leading products, with strong presence of kaki in two of them and of medlar 
trees the remaining one. Many of the associates to those POs are small farmers, 
with strong presence of part-time farmers. 

 
- Three POs that do not belong to an association of POs, and show a strong 

specialization on citrus fruit with different values of marketed production: one with 
relatively smaller value (around 6 million euro) and two large (average value of 30 
million euro). In these organizations small farmers are mixed with medium size and 
professional farmers. 

Most of the 8 POs surveyed sell their production mainly in the fresh market though 
processing is considered a relevant outlet by one PO. The sample can be considered as one 
consisting of enterprises with strong market orientation. Two of the POs studied have over 
3 thousand associates, two of them have around 2 thousand associates, with the smallest 
PO consisting of 30 farmers an the other three ranging between 180 and 600 hundred 
associates. The firms surveyed represent what can be considered the typical social 
structure in the Valencia irrigated lands, based on small horticultural farms, with slight 
presence of medium size farmers.  



Policy Department B: Structural and Cohesion Policies 
 

PE 460.043 64 

In the next paragraphs we summarise the findings of the field study: 
 
 Implementation of reformed F&V CMO 

Among the POs surveyed no consensus was found about the effectiveness of the CMO in 
contributing to achieve the strategic objectives of the CMO. Two of the surveyed POs 
expressed the CMO was no effective or was weakly effective in all the objectives presented. 
In the opposite side, two POs considered the provisions significantly effective or strongly 
effective for five or more objectives. Five POs considered that provisions for widening the 
product range and providing incentives to further mergers were effective and four POs also 
recognised the effectiveness of the CMO for concentrating supply in regions where such 
concentration is low. Only one PO considered that the CMO was significantly effective for 
extension of rules. Some POs give some value to the possibility of outsourcing (3) and 
permitting association of POs to perform some activities (2). The association surveyed 
considered that the CMO was strongly effective in permitting that the associations carry out 
activities and in giving incentives to mergers of POs. The opinion was also favourable to the 
role of the CMO in allowing a wider range of products. However, its opinion was negative 
about the effectiveness of the CMO in favouring rule extension, outsourcing and 
encouraging supply concentration. 

The opinion about the effectiveness of the operational programmes is quite more positive 
than about the other provisions mentioned before. 7 POs expressed a significantly or very 
significantly valuation to at least three of the possible actions contemplated in the 
operational programmes. The favourable opinion to actions to improve quality and 
marketing was unanimous. Also, planning of production and environment were considered 
as an effective action by seven POs. Crisis prevention and management were considered as 
relevant actions by 5 POs (three of them considered crises management as a strongly 
effective measure). Training and research received the lowest valuations and were 
considered as significantly or strongly effective only by 2 POs in the case of training and 
one PO in the case of research. Interestingly, the association of POs surveyed ranked 
research and quality at the top, with good valuations for planning of production, marketing 
and environment.  

As indicated above, crisis prevention and management measures were considered relevant 
by most of the POs surveyed. Only two of them declared not to implement the measures 
foreseen in the CMO. Five of them have made use of the additional EU support (0.5%) to 
operational programs. Five POs concentrate their measures on market withdrawal, and only 
one avoids such measure and devotes the budget to training measures. Apart from this PO, 
only two of them declare to apply other measures different from market withdrawal, in 
particular, promotion and communication and green harvesting, but in shares of use less 
then 10% of the budget allocated to that kind of measures. 
 

 Towards 2020 

The opinion is in general favourable to carrying on the single payment scheme, but two of 
the surveyed firms proposed its elimination. Those that showed sceptical about the single 
payment scheme argue that it is not very effective to improve the quality of production.  

All of them were strongly favourable to the continuation of operational programmes. What 
is more, all support that such instrument should be strengthened. The position is also 
unanimous towards strengthening the crisis management measures. The association of POs 
surveyed is fully in favour of carrying on present instruments such as operational programs 
and crisis prevention and management schemes. However, it is not showing enthusiastic 
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around the single payment scheme, which believes “it is good for supporting income but 
not for improving farm structures”.  

Most of the POs surveyed believe that support must be given in regions where supply 
concentration is low, but one of them expressed the opposite opinion in the sense that 
support should be given to large organizations for not to encourage fragmentation. A PO 
argued in favour of supporting organizations of larger size, but with higher numbers of 
farmers to prevent big private holdings from controlling production.  

Except for one of the PO surveyed, the rest believe that the range of tools for crisis 
prevention and management should be maintained. However, five of them suggested that 
administrative procedures for the crisis management measures are cumbersome and two of 
them indicated that withdrawals and free distribution should be enhanced. As for including 
new safety nets, one POs considered that it was not necessary but the rest expresses a 
favourable opinion about new safety net mechanisms, including revenue or income 
stabilization programs.  
 

 Conclusion 

We cannot accept without reserves that results of the fieldwork are fully representative of 
the whole Spanish F&V sector. However, the sample is quite homogenous in indicating 
typical medium-large POs with orientation to the fresh market. They are also representative 
of organizations formed by small farmers. 

In summary, the fieldwork has suggested the following points: 

- Favourable assessment of the current CMO, with full agreement in the effectiveness 
of operational programmes for certain activities, in particular quality improvement, 
planning production, environmental programs, marketing and crisis prevention and 
management. 

 
- Most of the firms surveyed believe that crisis prevention and management should be 

continued, but that administrative procedures for that should be simplified. 
 
- New instruments for revenue or income stabilization tools should be introduced, 

according to most POs surveyed. 
 
- The association of POs is also in favour of operational programmes but also pays high 

attention to research activities. 
 
- Most firms surveyed are in favour of carrying on the single payment scheme but 

some expressed their concern about the negative impact on farm structures. 
 

3.1.3.  France 

The team succeeded in surveying two large French Associations of POs in the Loire region. 
The whole APOs represent about 80 members specialised chiefly in fresh fruit production 
(mainly apple) and also in fresh vegetables production (mainly tomatoes, cucumbers). 
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In the next paragraphs we summarise the findings of the field study: 
 

 Implementation of reformed F&V CMO 

Both Associations of POs had a quite positive opinion about the effectiveness of CMO 
provisions in contributing to achieve its strategic objectives. They considered the provisions 
significantly effective in improving the attractiveness of POs and increasing the 
concentration of the F&V supply on the EU market. The opinion was, instead, less 
favourable on the role of the CMO in increasing or stabilizing producers’ income, while one 
APO stressed the very strong effectiveness of provisions in strengthening producers’ 
negotiating ability on the EU market.  

Both APOs expressed a favourable opinion about the provisions for widening the product 
range, considered significantly effective in contributing to achieve the strategic objectives 
of the reformed CMO. The extension of rules to non-members was reckoned not relevant. 

Different opinions, between the two APOs, emerge about the role of the other provisions: 
no effective according to one of the surveyed APOs and significantly effective for the other 
one.  

Very homogeneous, instead, is the APOs’ orientation about the importance of the 
operational programmes. Both of them stressed the very strong effectiveness of actions 
aimed at planning of production and improving or maintaining product quality. The other 
actions, instead, were considered no or weakly incisive; in particular, training actions 
received the lowest valuations from both APOs. Also crisis prevention and risk management 
measures were considered not very relevant actions while the opinion for environmental 
types of actions was a little more positive. 

Both APOs have made use of the additional EU support (0.5%) to operational programs for 
crisis prevention and management measures: mainly for harvest insurance and, to a lesser 
extent, for promotion and communication measures. The opinion was not very positive on 
the effectiveness of such measures to cope with risk of price variability and income 
stabilisation; the main criticism was about the too complicated administrative management. 

The institutional promotion measures for F&V consumption were considered quite positive 
but, according to both APOs, they need additional economic resources to be more effective. 

Current trade policy was reckoned too lax and, according to APOs, further trade 
liberalization will not produce benefits, getting worse an already difficult situation for the EU 
F&V sector. 

Both Associations developed a strategy aimed at improving the quality of the F&V products 
through public and private standards; in both cases EU Regulation has favoured mainly the 
further development of integrated production. 
 

 Towards 2020 

Concerning Post 2013 CMO for F&V, both APOs are strongly favourable to the continuation 
of operational programmes, which are considered a fundamental tool to support farms’ 
strategies; however they hope for a simplified management. The APOs are also in favour of 
carrying on the crisis prevention and management scheme, provided that it is less 
complicated in administrative management, “technically possible” and more attractive. In 
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order to improve the concentration of the F&V supply, both Associations ask for a larger 
financial availability of funds for the set of measures. 

 Conclusion 

In summary, the fieldwork has suggested the following points: 

 Favourable assessment of the current CMO and agreement in the effectiveness of 
operational programmes for certain activities: in particular quality improvement, 
planning production and environmental programs. 

 
 Current trade policy is considered too lax and the APOs expressed their concern 

about the effects of further trade liberalization in F&V sector. 
 
 Doubts about the effectiveness of crisis prevention and management measures to 

cope with risk of price variability and income stabilisation have been expressed. 
 
 Despite the above criticism, APOs are in favour of carrying on the crisis 

prevention and management scheme, but administrative procedures should be 
simplified. 

 
 Associations ask for a larger financial availability of funds for the set of masures. 
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3.1.4.  Synthesis and comparison of the results 

 Italy Spain France 

1. Implementation of 
reformed F&V CMO: 

objectives and measures 

A widespread positive opinion of the effectiveness 
of provisions, especially for those regarding the 
improvement of POs’ attractiveness, the F&V 
supply concentration and the competitiveness in 
the F&V sector 

Favourable valuation of provisions for 
widening the product range and 
providing incentives to mergers. Also 
effectiveness is recognised for 
concentrating supply in regions where 
concentration is low. 

Positive valuation of the effectiveness of 
provisions for improving the attractiveness 
of POs and increasing the concentration of 
the F&V supply. Criticisms have been raised 
about the frequency of administrative 
controls, considered as overshooting the 
real needs of control 

2. Implementation of 
reformed F&V CMO: 

operational programs 

Very positive judgement. 

Planning production, improving product quality, 
marketing, and environment are considered 
effective actions. 

Crisis management within operational 
programmes is also well considered, even if too 
rigid in its implementation. 

Very positive opinion.  

Planning production, quality 
improvement, environment and 
marketing are considered effective 
actions.  

Crisis management within operational 
programmes is also well considered. 

Very positive opinion.  

Planning production, quality improvement, 
and marketing are considered effective 
actions. Environmental actions positive, but 
less effective.  although .  

Crisis management within operational 
programmes is also well considered, 
although still too weak in terms of 
effectiveness. 

3. Implementation of 
reformed F&V CMO: 

crisis prevention and 
management measures 

Within crisis measures “promotion and 
communication” is the most adopted measure, 
followed by market withdrawal and at a lower 
extent by harvest insurance. 

Most of the firms surveyed consider that 
operational programs must continue 
including crisis prevention and 
management measures. 

Predominance of market withdrawals 
and wide use of the 0.5% of additional 
budget. 

Most of the firms surveyed consider that 
operational programs must continue 
including crisis prevention and 
management measures. 

Most adopted measures are , “promotion 
and communication”, followed by « crop 
insurance” 

4. Implementation of 
reformed F&V CMO: 

single payment scheme 

Spreading scepticism about SPS effects on farm 
structures and product quality. 

Most POs are in favour of maintaining 
the system but some are sceptical about 
their effects on farm structures.  

No direct effects on interviewed PO sas 
they deal entirely with products for fresh 
consumption 

5. Towards 2020. 

Role of POs: limitations and 
plausible improvements 

Strengthening support to POs and APOs. 

Reducing administrative burden and simplifying 
operative commitments. 

Administrative burden for crisis 
management measures should be 
simplified. 

Administrative burden for crisis 
management measures should be 
simplified. 
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6. Towards 2020. 

Policy mix for F&V CMO: 
suggested changes in relative 

weights of  tools (single 
payment scheme, operational 
funds and programmes, crisis 
prevention and management 

scheme, etc.). 

Operational programmes are considered as a key 
instrument.  

Crisis prevention and management should be 
kept. 

No priority is given to the single payment 
scheme, though the general opinion is not 
against it. 

Operational programmes are considered 
as a key instrument.  

Crisis prevention and management 
should be kept. 

No priority is given to the single 
payment scheme, though the general 
opinion is not against it. 

Operational programmes are considered as 
a key instrument.  

Crisis prevention and management should 
be kept. 

No priority is given to the single payment 
scheme, though the general opinion is not 
against it. 

7. Towards 2020. 

Suggested changes in crisis 
prevention and management 

schemes 

Simplification of crisis management procedures 
and introduction of further and more powerful 
instrument to create an effective safety net. 

Simplification of crisis management 
procedures. 

Introduction of revenue and income 
stabilization tools. 

Simplification of crisis management 
procedures. 
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3.2. Swot analysis: EU F&V sector and CMO measures 

 

Strengths Weaknesses 

a)  Complete range of fruit, vegetable and 
citrus products of the temperate zone 
within the common market 

b)  Large quantities of products coming from 
integrated and organic EU agriculture 

c)  Skills and technological knowhow widely 
available within the people working in the 
EU F&V industry 

d)  Excellent organizational and business 
performance in some areas and for 
certain products, particularly in central 
and northern regions of the EU 

e)  Existence of EU-wide networks of modern 
grower-shippers and logistic platforms 

f)  Presence of recognized corporate brand, 
local products and/or geographical 
indications 

g)  Positive role of CMO's Producer 
Organizations in concentrating production 
and managing operational programs 

a)   Large share of production coming from small 
farms with higher production costs, particularly 
in Southern EU regions 

b)   Significant quantities of product does not 
conform to emerging quality standards 

c)   Insufficient production control and insufficient 
organizational performance in some areas and 
for certain products, particularly in Southern EU 
regions 

d)   Inadequate business approach - with an 
orientation to production and shipment instead 
of demand and market management - in some 
areas and for certain products, particularly in 
Southern EU regions 

e)   Large share of unbranded production, 
particularly in Southern EU regions, sold to 
traders and distributors using their own brand 

f)   Obsolete and inefficient logistic networks and 
marketing channels, particularly in Southern EU 
regions 

g)   Weak inter-branch organization and agreements 

h)   Strong heterogeneity of organization rates, 
which makes difficult matching policy tools and 
objectives 

i)   Weakening of conditions for recognitions of 
CMO’s Producer Organizations making them less 
effective 

l)   Financial rigidity of the endowment of risk and 
crises prevention tools provided in the 
operational fund by the current CMO 

m)   Complexity of adoption of risk and crises 
prevention tools that becomes a factor of biased 
selection among measures and a source of bias 
against small farms (usually more vulnerable to 
risks and crisis) 

n)   Weakness of: market monitoring, border 
controls, use of antidumping and safeguard 
measures on imports, challenges to unjustified 
SPS and TBT on EU exports 
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Opportunities Threats 

a)  Affluent domestic markets, with a positive 
image of Community’s productions and high 
willingness to pay for quality products 

b)  Construction of development projects for 
strategic productions and their integration into 
programs of consolidation 

c)  CMO and policies to strengthen producer 
organizations for greater concentration of 
supply 

d)  Evolution of supply chain relationships and 
regulatory market mechanisms towards 
greater coordination 

e)  Presence of important F&V districts in several 
EU regions, particularly in Southern EU 

f)  Package of crises and risk prevention tools 
provided by the CMO 

g)  Enhancement of Community’s F&V production 
by setting quality standards guaranteed and 
perceivable by consumers 

h)  Policy of promotion of F&V consumption, 
including programs of communications and 
nutrition education to the consumer 

i)  Development of healthy habits with a positive 
impact on F&V consumption, including a new 
trend for consumption of local and seasonal 
products 

l)  Cooperation of EU POs with producer and 
marketing organization based in non-EU 
Mediterranean Countries 

a)  Shrinkage of the EU F&V sector, particularly 
in regions where a large share of production 
is unfit to the requirements of modern retail 

b)  Deterioration of competitiveness and margins 
of agricultural production in the face of 
increasing demands for services by the GDO 

c)  Deterioration of margins of agricultural 
production due to the weakening of 
bargaining power with respect to the 
distribution system and in particular to the 
buyers of large retail chains 

d)  Displacement of EU F&V production due to 
the increasing production and trading role of 
emerging non-EU countries (Mediterranean, 
South Africa, Central-South America) 

e)  Increased frequency and severity of market 
crisis in connection with the increasing 
openness of markets and globalization of 
supply chains 

f)  WTO and preferential trade agreements 
facilitating access to the EU markets of F&V 
products from emerging developing countries 

g)  Increasing competition from countries where 
the labour and environmental standards are 
weaker than in the EU 
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4.  EXPLORING NEW MEASURES AND TOOLS TO IMPROVE 
ORGANIZATIONAL FRAMEWORK AND BARGAINING 
POWER OF PRODUCERS   

 

4.1.  The EU’s evolutionary policy setting   

 
4.1.1.  The CAP-2013 scenario  

The recent Communication of the European Commission on the EU budget review (COM 
(2010) 700) highlights how the new amount of resources in each budget item should 
consider the main policy priorities set in the Treaty of Lisbon together with the broad 
objectives of the Europe 2020 strategy: an intelligent, sustainable and inclusive growth. 
More in details, improving the level of employment, investments of at least 3% of the GDP 
in research and development; reduction of the greenhouse effects and improving the 
production and use of alternative sources of energy; increasing education and reducing 
poverty are the main objective of the EU for the next future. 

At the same time, the EU Commission shall present the proposals of the CAP regulations 
that will follow up the Communication of November 2010 (COM (2010) 672). 

The two reforms, although formally independent, are of course strictly connected and show 
many interlinks. Indeed, this relationship has occurred also in the past: the definition of the 
budget frameworks has always been influenced by the need to find a reasonable balance 
between the CAP expenditure (the most relevant in quantity) and the other budget items, 
given the increasing necessity of a budget control. Another element that supports the 
interlinks between the two processes is the frequent cross-quotations of the two 
Communications in each other, at a level that is now quite unpredictable to establish which 
one of the two will have the priority and will lead the whole process of reform. 

In the context of the post-2013 CAP process and the adoption of the Commission’s 
Communication on the CAP towards 2020, the Quality Package and the Milk Package an 
extensive debate about policy instruments has been developed, stimulated by the public 
consultation launched by the European Commission itself. The debate has been dominated 
by the nature and the goals of the direct payments (Buckwell, 2009 ; Bureau, Mahé, 2008 ; 
Bureau, Witzke, 2010 ; Swinnen, 2009 ; Zahrnt, 2009), but also market measures have 
been undertaken relevance, especially related to: (i) market orientation; (ii) streamlining 
and simplification; and (iii) improved food chain functioning. 

The Commission’s Communication of November 2010 has also focused on direct payment, 
whilst has maintained on a more general level the issues relating to both market measures 
and rural development. As regards market measures, the Commission has considered 
necessary to keep the overall market orientation of the CAP, “streamlining and simplifying 
instruments currently in place, as well as introducing new policy elements with respect to 
the functioning of the food chain”. With the removal of the traditional intervention 
instruments and the supply 23 control tools (as dairy quotas and sugar), the focus moves on 
“safety nets”, to be used in case of “price crisis and potential market disruption”, and on 
those measures that act on contractual relationships along the chain in order to strengthen 

                                          
23  As regards, it is worth mentioning the resolution of the Advisory Group on Fruit and Vegetables (2010). 
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producers’ negotiating ability. For the crisis management measures, they could instead 
move towards the second pillar. Within the policy field concerning “market measures” the 
Commission has outlined, as key issues of interest, “the current imbalance of bargaining 
power along the chain, the level of competition at each stage in the chain, the contractual 
relations, the need for restructuring and consolidation of the farm sector, transparency, and 
the functioning of the agricultural commodity derivatives markets”. 

Moreover, the Commission has asserted that the two pillars of current CAP policy would 
remain: a first pillar on direct payments and market measures defined at the EU level, and 
a second pillar addressing multi-annual rural development measures that Member States 
can adapt to their specific needs. The second pillar should also include a risk management 
toolkit “to deal more effectively with income uncertainties and market volatility”. 
 

4.1.2.  Strategic issues of F&V CMO reform within the current post-2013 CAP 
debate 

The political debate on the CAP reform has been the occasion of starting an extensive 
discussion on the future of CMO for fruit and vegetable sector, in which many stakeholders 
as well as some institutional subjects have been involved. Many key issues have been 
focused, arising from the need of understanding whether the set of existing instruments for 
the F&V sector is still relevant and adequate to face the increasing market competition and 
its volatility, as well as to bring the F&V sector to the post-2013 CAP scenario. In other 
words, a key question is whether the F&V CMO with its specificity is still consistent with the 
ongoing CAP reform. On this subject many stakeholders have expressed a great concern 
about the future of the F&V CMO, asserting that it would be more suitable to maintain the 
specificity of the F&V CMO within the CAP reform and the EU budget resources devoted to 
the sector as well. This, in particular, has been remarked especially owing to the 
Commission’s Communication of November 2010 in which it has been made reference to 
tools affecting other sectors, but without specific indications for the CMO for fruit and 
vegetables. Thus, notwithstanding the F&V CMO itself with its instruments, namely POs, 
has been considered as an example for other sectors, such as in the case of Milk Package. 

The main issues on which the debate24 relating to F&V sector has focused its attention 
regard: (i) increasing the level of Community aid in order to encourage mergers of POs and 
set up of APOs and on a transnational level; (ii) developing competition rules better 
addressed to the organisational framework; (iii) improving/reviewing crisis prevention and 
management measures within POs’ operational programmes; (iv) providing at a horizontal 
level additional and complementary tools aimed at managing more severe crises. 

Taking into consideration the very differentiated development of producer organisations 
among Member States (see paragraph 2.1), and also considering the opinion of the F&V 
operators, claiming that “the objectives of the aid scheme for the fruit and vegetable sector 
will remain valid in the post-2013 CAP” (Copa-Cogeca, 2010), the question is how the 
support system to F&V producer organisations should be improved in the CAP after 2013 in 
order to encourage the supply concentration, rebalance the bargaining power in the supply 
chain, improve the efficiency and transparency of the F&V supply chain, reduce the 
fluctuations of producers’ income, strengthen EU trade sector and improve instruments 
stimulating F&V consumption. All that taking into account EU budgetary constraints and 
WTO requirements. 

                                          
24  Among the several contributions to the debte on the future of the F&V sector developed at both EU and 

Member State levels, it can be mentioned Appeltans (2010) and Rabboni (2011). 
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4.2. Market measures and risk management in the F&V sector 

4.2.1.  Relevance and adequacy of the current EU F&V market measures  

Withdrawals are a market measure that had great importance in past years in the 
management of the CMO of fresh F&V when they were used aiming at supporting prices 
when they were particularly low. Nowadays they do not fit adequately the way in which 
market crises are managed within the CMO’s measures for their prevention and ex-post 
management. The poor adequacy of withdrawal to the management of market crises is 
related to the fact that producers are compensated for not selling on the market, which 
does not make very much sense. Compensations, if any, should be granted in case of low 
revenues/incomes after the sales are made because of low prices. This would have the 
merit to avoid ethic or environmental problems arising from a measure that being not 
coordinated among POs doesn’t have any effect on market prices and therefore on market 
crises. Moreover, also consumers would benefit from low prices. Of course, in such situation 
of market crisis compensations for low prices, borne by taxpayers, would show clear 
problems of moral hazard with increasing cost for supporting such measures. 

Another critical issue in the present way in which market crises are managed within the 
CMOs is related to the possibility to support the payment of insurance premiums. Such 
possibility is improper on a general ground, but also for the way in which it has been 
implemented. In some circumstances, at least for countries that adopted this measure in 
their National Strategy, like Italy and France, this measure would be a substitution of 
support measures to payment of agricultural insurance premiums that were previously 
charged on MS budgets in a framework of compatibility with EU state aid rules. Spain, that 
has the most developed system of support to agricultural insurance, has not implemented 
the measure within its National Strategy. Moreover, since only 1/3 of the operational fund 
may be used to finance market crises measures, even in the case all financial resources 
would be used to support insurance, in spite of the increased EU contribution to the 
operational fund may be up to 4,6% of the value of POs marketed production, it is hardly 
possible that such resources would be enough for the payment of premiums given their 
usual amounts. 

Besides these considerations, it cannot be forgotten that current Gatt rules allowing the 
classification of support to payment of agricultural insurance premiums within the green 
box oblige to insure the whole farm production. This requirement doesn’t fit the current 
institutional arrangements of POs allowing the membership of F&V producers also for a 
single product. Therefore the only insurance contracts that could be funded by the 
operational fund is related to the risk of losses to POs arising from the decrease of 
marketable production due to negative effects of weather on yields of POs members. 

Among the measures defined by the reformed CMO of F&V for prevention and management 
of market crises, promotion and communication measures are those resulting more widely 
adopted by POs implementing the set of measures. The success of these measures seems 
related to its easier accessibility comparing the others. However, they often add to other 
standard activities provided by the POs operational programme. The effectiveness of 
promotion and communication activities provided by POs within the crisis prevention and 
management measures is not known. According to managers of POs that used this 
measure, it helps in affirming their brands on the market and also in finding new market 
outlets when crises occur. However, it seems compelling a clearer definition of operating 
contents of the tool and of its implementation modalities, defining the way in which it 
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integrates the same kind of measures that can be implemented within the operational 
programme.   

A critical point in the present organization of market crisis measures within the CMO is 
related to their financial limits that are constant overtime. Since temporary market crises -
structural market crises are a different issue- are not a stable variable in time, it is 
necessary to introduce arrangements allowing a wider intertemporal flexibility of financial 
limits to the measures according the needs of intervention. Currently, the possibility of a 
modulation of market crisis measures from one year to another is completely missing. Of 
course, in the mean time it is necessary to introduce arrangements aimed at avoiding a 
recurrent use of this type of measures with the negative effects that this could have.  
 

4.2.2.  Preventing/managing market crises 

It is worth to underline that a first and relatively easy measure of crisis prevention that 
producers may adopt to manage market crises for F&V is the joining of POs. Membership of 
such organizations is an effective system of market risks pooling among members. 
Moreover, the diversification of market channels and outlets granted by the POs operation 
is also a strong system of market risk management. Of course these conditions require a 
functioning of the POs in which both market sales of all product transferred by their 
members and the production activities at the farm level are centrally managed by the POs. 
Therefore large POs, with a better structured organization and a strong orientation towards 
large retailing are also more successful in market risk prevention and management than 
smaller and diversified POs. This means that the easing of conditions for the recognition of 
POs requiring lower value of marketable production does not match the need to improve 
risk management capability in the EU F&V industry. However, any action aiming at the 
improvement of the share of organized production particularly in area where it is not 
adequate is a good way to prevent as well as to manage market crises.  

A further instrument for the prevention of market crises is the implementation of market 
intelligence activities. Monitoring of F&V markets through the collection, elaboration and 
analysis of relevant data on prices, consumer preferences and behaviours, product supply 
and meteorological trends and their spreading among POs may give help in anticipating 
possible temporary or structural crisis that could be better managed and prevented with 
timely intervention. The implementation of this activity is not easy and would require a 
certain degree of centralization in agencies able to serve association of POs or the totality 
of POs in a country (see also par. 3.3.2).  
 

4.2.3.  Stabilizing the F&V market and producers’ income 

There are several suggestions aimed at the improvement of efficacy of CMO measures of 
market crises management. In the previous pages it has been stressed that a wider 
modulation of market crises measures is highly advisable. This could be obtained either 
allowing a certain degree of yearly variability of expenditure for the management of market 
crises within a PO or through exchange of intervention rights among different POs perhaps 
within the framework of an association of POs. This could be obtained fixing the caps to 
market crises intervention measures either at a three years average level for each PO or at 
the level of association of POs. 

In such a framework it would be also possible to increase withdrawal indemnities keeping 
constant the expenditure overtime. For example it would be possible to introduce a limit to 
stay in the cap within two years. However, withdrawals must be used very carefully 
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particularly if indemnities are increased for the moral hazard problems involved in their 
use. Higher indemnities may boost the production of hardly saleable low quality products, 
that would create difficulties also to higher quality products. Therefore the quantity limits 
should be kept unchanged.  

Measures for the implementation of mutual funds didn’t get very much attention, probably 
because the support is oriented only towards administrative expenses for their 
implementation. However the role of saving/credit should be enhanced given their ability to 
transfer risk overtime. At this aim it would be useful to analyse the conditions for 
implementation of security funds within POs with an approach similar to the Agristabilty 
program implemented in Canada25. This could be obtained defining ranges of revenues 
calculated on the last three year average, for example -30% and +20%. When revenues 
are above the upper limit of the range, the exceeding revenues could be saved in a fund 
with a matching quota from the operational fund (or from EAGF). This money could be 
invested in EU state bonds earning interest paid. In the case the revenues fall below the 
lower limit the POs have the possibility to withdraw money from the security fund to cover 
losses exceeding -30%.   

At the beginning of the operation of the security fund, when its size is not yet enough to 
cover possible losses, it would be necessary to use funds from commercial credit banks 
with interest paid on the POs operational funds.  

Beside this tools thought for the management of temporary short term market crises it is 
necessary to design tools for the management of long term structural crises. To this aim it 
is necessary to imagine the possibility for POs to borrow funds from commercial banks in 
order to support restructuring of activities of their members particularly in the fruit industry 
where long term crises are more relevant. 

Box: Futures contracts: the case of Florida oranges 

Futures markets are institutions in which futures contracts are exchanged among agents 
wanting to insure the price of a transaction in a certain future time. Their rise was due to 
the necessity of producers and users of commodities to know the price they will receive/pay 
in at the expiring of the contract. Agricultural products are among the most traded 
commodities in futures markets. Contract exchanged on these markets refers to 
standardized products. Among the different characters contributing to standardization, 
quality is one of the most important and must be clearly identifiable, this condition is 
relevant since it makes possible a large participation of agents in the market. For this 
reason not all agricultural commodities are suited to be exchanged on a futures market. 

In the case of fruit and vegetables the only product for which there is a regular and 
continuously working futures market is the frozen concentrate orange juice (FCOJ). These 
contracts are traded on the New York Intercontinental exchange (ICE) and are referred to a 
USDA Grade A product with a Brix value of not less than 62.5 degrees, with the grading 
performed by USDA. For fresh F&V products there is a difficulty in setting futures markets 
because the quality of these products is largely variable and therefore it is not easy to 
define standard contracts. 

                                          
25  Canada has a long history of risk management programs built on security funds in which farmers contribute in 

years of higher income with support from government, while withdrawing in years of low incomes (Cafiero et 
al. 2007). 
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Although the FCOJ futures and options may be an effective instrument for price risk 
management, in the orange juice industry the volume of contract negotiations is relatively 
low if compared to other commodities. The daily volume of transactions of FCOJ in the ICE 
market is on average less than 2% of total agricultural commodities (other traded 
commodities on this market are cocoa, coffee, cotton and sugar, that is the most traded). 
The reason of such weak interest seems related to the high transaction costs to participate 
in the market. For this reason Brazilian producer of orange juice prefer to use forward 
contracts referring to the Rotterdam price with the delivery of the product instead of 
contracting on futures (De Figueredo Tavares, 2008), while contracts on the ICE market are 
generally subscribed by US firms. However there is a strong relationship between spot 
prices on the Rotterdam market and the price of futures contracts exchanged on the ICE 
market. 

Studies on the dynamics of price of FCOJ futures contracts underlined that there is a close 
link between these prices and fundamentals of the market such as temperatures close to or 
below freezing in the Orlando area in Florida, were the most part of US oranges for juice 
are produced. However their relationship with price of oranges for the fresh market are not 
known. Such relationship would be relevant for the use of futures contracts on FCOJ to 
hedge price risk in the fresh oranges market. 

Differences between futures prices of an agricultural commodity and the price that farmers 
receive selling that commodity are a source of the so called “basis risk”. The size of basis 
risk affects the possibility to use a contract to hedge the price risk of a commodity. 
Differences between spot prices observed on a market and future prices depend on several 
factors such as the distance between the two physical markets, differential in quality, 
exchange rate, in the case of markets located in different countries. 

An attempt to establish a futures market for fresh F&V products in the EU was the Valencia 
futures market for citrus fruits in the ’90. Although there were high expectations on the 
ability of this market to create more transparencies on the price determination process of 
fresh oranges, it was not able to become an effective instrument for price risk 
management. Relationships between futures and spot prices of Navel-Navelina oranges 
were rather poor (Fernandez Izquierdo and Munoz Torres, 1998). The reason of the poor 
performance were linked to the low participation of agents operating in the spot markets, 
even though the traded volumes were not small. The lack of consolidation of the Valencia 
futures market for citrus fruit caused the ending of its operation after few years. 

 

4.3.  Regulating F&V vertical market relationships: contractual 
models 

4.3.1.  Rebalancing bargaining power and improving relationships along the F&V 
chain 

Contractual relations have gradually become established over the last decades as a result 
of the process of concentration that has accompanied the substantial growth of large-scale 
retail, causing a strengthening of contractual power vis a vis upstream suppliers, especially 
when they are operating in sectors, even as F&V, where many areas and productions are 
characterized by a low level of concentration (see par.2.1.1.). This development has led to 
an imbalance in power relations within the agro-food market, bringing about significant 
change in the relations that large-scale retail has with agricultural producers, as well as in 
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the process of formation of added value along the agro-food supply chain, at the expense 
of the agricultural sector (see par.1.1.1.). 

This situation poses two questions which are closely interrelated, and which take on 
particular relevance in the F&V supply chain: the first concerns the increased buying power 
of large-scale retail; the second concerns the contractual relationships that large-scale 
retail maintains with upstream subjects in the chain, namely agricultural producers and the 
food industry. On the other hand, "an increase in buying power of large-scale retail also 
necessarily translates into strong negotiating power in contractual clauses with supplying 
subjects" (Marette, Raynaud, 2003) as well as an increased share in overall profits within 
the vertical structure that large-scale retail can require (Allain, Chambolle, 2003).  

In this process, commercial brands (private labels) and other distinguishing marks of 
quality play an important part, forming the basis of the undertakings' competitive strategy 
and a central element in the reorganisation process of productive systems. This is because 
ownership of brands, especially if they are strong and used to full advantage, can also be a 
means of altering power relations between the actors in a supply chain (Marette, Raynaud, 
2003). In particular, with the introduction of commercial brands, large-scale retail has 
further consolidated its contractual strength towards upstream suppliers, attaining a 
pattern of "vertical control of the supply chain". On one hand this enables them to improve 
overall efficiency of exchanges within the supply chain (by reducing information asymmetry 
and relative transaction costs) and to maximize "aggregate profit", but on the other hand it 
puts large-scale retail in a position to dictate pricing policies and product characteristics and 
to exercise control over production operations themselves.  

These types of highly binding contractual integration realise oligopsonistic situations within 
which the agricultural producers find themselves in a position of subordination and greater 
dependence than in the past on a single preferred buyer (OECD, 2005), which is made 
even worse by the profound changes the relationships in the supply chain have undergone. 

In the current situation, where difficulties and imbalance in the market functioning are on 
the rise, the contractual system which has gradually established itself with forms of vertical 
integration is not only incapable of reducing the distorting effects but also increases 
instability. So the "rules of the game" have to be changed, by recourse to organisation 
solutions which will enable the reconstitution of better balanced exchange relationships. On 
a more general level, it is the adoption of other methods of intervention which can work 
through a market regulatory mechanism, of institutional nature, such as interbranch 
organisation. In other words, the producer associations are a strategic lever that can 
"restore symmetry to the organisation of the transaction, between a multiplicity of 
scattered producers and a highly concentrated distribution sector" (Ménard, 2003). 
 

4.3.2.  Enhancing market transparency 

Information constitutes a key issue in achieving any form of coordination, as it is needed to 
determine the best use of resources: making effective choices needs information on 
available resources, technological possibilities and consumer tastes (Milgrom, Roberts, 
1992). In the agro-food market it is well known that the input supply companies and large-
scale retail traditionally hold information, while agriculture remains in an extremely weak 
position. 

Information can therefore be considered a strategic element in the development process of 
an agro-food system and this is exactly why it confers a competitive advantage to its 
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holder. In the current set up of market relationships, price role has been greatly reduced, 
having been replaced by coordination based especially on a system of rules, such as those 
established through contracts (Raynaud, Valceschini, 2007). 

The availability and the quality of market information are very important especially in 
relation to market regulation, but also to contractual relations, crisis prevention, and so on. 
However, a debate has developed around the opportunity to achieve greater price 
transparency and whether this is really advantageous to farmers. As regards, EU 
Commission expressed a great concern about the use of detailed information on prices, 
because it could determine a major advantage for buyers (and their collusive strategies) to 
the detriment of farmers. Thus, because “buyers have an increased knowledge of supply 
pricing and they consequently use this information in negotiations with farmers” (European 
Commission, 2010a).  

On the other hand, the European Commission itself (2009a) identified in the lack of price 
transparency and asymmetries of information regarding price formation mechanisms along 
the supply chain some of the factors which are contributing to market failure. At the same 
time the High Level Group on the Competitiveness of the Agro-Food Industry in its Final 
Recommendations (2009) asserted that “improving the understanding and knowledge of 
price transmission as well as of contractual arrangements along the food supply chain is of 
crucial importance and should be a priority action of existing national ‘Markets and Price 
Observatories’. The outcome of these actions would contribute to improving the 
effectiveness of market positioning strategies by agricultural producers through the setting 
up of producer groups and agro-food cooperatives” (Recommendation no. 14: Support the 
effective integration of agro-food SMEs in the food chain). 

As regards, it is worth mentioning an interesting example coming from the United States 
and relating always to the dairy sector. It is the Dairy Product Mandatory Reporting 
Program (USDA, 2008b) that requires dairy manufactures “to provide to USDA certain 
information including price, quantity […] of dairy products” sold by them and stored as well. 
Thus, in order to provide for “timely, accurate, and reliable market information” that may 
facilitate more informed marketing decisions and promote competition in the dairy product 
manufacturing industry. 

Another just recent project, regarding several agricultural products among which F&V, 
comes from France, where an observatory on the price and margin formation (Observatoire 
de la formation des prix et des marges des produits alimentaires)26 set up by the relevant 
law « Loi de modernisation de l’agriculture et de la pêche », following a former and more 
informal body operating since 2008. The observatory is entrusted to an institutional 
subject, FranceAgriMer27, which, in collaboration with the public statistic services, makes 
and spreads each month some national references of product prices at the different stages 
in the chain, and analyses gross margins through the identification of the various types of 
costs at each stage. 

For the purpose of enhancing market transparency, it could be envisaged a suggestion 
about the establishment of a market observatory for F&V sector at Member State level (see 
par. 4.2.2.). The observatory could be, first of all, a monitoring tool – by collecting and 
aggregating price and quantity data - which would contribute to better understand how 
prices evolve not only on the F&V market but also at each stage in the chain. This could be 

                                          
26  See FranceAgriMer: http://www.franceagrimer.fr/projet_02/04infor_eco/index401.htm  
27  FranceAgriMer is a public administrative institution set up in 2009 by the merger of fives agricultural offices 

(Ofimer, Office de l’Elevage, ONIGC, Onippam and Viniflhor) as exchange and arbitrage place. 
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a very difficult exercise because of the complex process of price formation along the F&V 
chain, which depends on several factors embodied in the relational frameworks and 
structural inefficiencies existing inside the chain.  

The observatory could be entrusted to an institutional subject (for instance, interbranch 
organisation, if any, or otherwise some other suitable established body) which, in 
collaboration with national statistic services and national institutions of public research, 
would furthermore have the task of making analyses and reports supporting the decisions 
of economic actors and policy makers. 
 

4.3.3.  Contractual arrangements: from single/collective contracts to interbranch 
agreements 

Production and marketing contracts have been used in agriculture for a long time, 
particularly for perishable products delivered to the processing industry, such as fruit and 
vegetables. Contracts offer several advantages to farmers (MacDonald, Korb, 2011): a 
reduction of the income risks arising from fluctuations in commodity prices and yields; an 
assured market outlet for products, especially delivered in markets with few buyers and, 
consequently, a better return on investments in physical capital and time assured to 
farmers; prices tied more closely to product attributes and, then, higher returns provided to 
farmers who adopt quality attributes. 

On the other hand contracts can also increase certain types of risks for farmers due to the 
fact that they are tied to a sole buyer, whatever its economic choices may be.  

However, agricultural contracts can lead to improvements in efficiency of supply chain 
organisation, through a transaction cost reduction, above all as a result of the remarkable 
transformation process that has involved agro-food chains. These changes, consisting in 
consolidation (increasing concentration in processing and retailing), new patterns of 
consumption (food quality and safety concerns), and technological changes, have 
stimulated changes also in organisational scheme towards greater degrees of vertical 
control by the downstream subjects (Vavra, 2009). The result of this process is an 
increased use in recent years of contracts in agriculture, characterized by a wide variety of 
arrangements that can differ a lot both among agricultural sectors and among single 
products within a same sector.  

The contracting issues in agriculture rise a question about a possible role played by policy 
intervention in regulating this arrangement, for which a suggestion could be fixing common 
rules and a shared vocabulary for contracts which would allow to reduce the transaction 
costs of negotiating (Schwartz, 2002; Wu, 2006; Vavra, 2009). A related very sensitive 
issues regard unequal market power and fairness of contracts. In order to prevent abuses 
of market power towards weaker subjects, as generally farmers are, and rent seeking as 
well, the public authorities could have an important role in overseeing the contractual 
relationships between upstream and downstream actors, ensuring that “the margin-sharing 
throughout the sector takes place under the most transparent and, where possible, most 
balanced conditions” (Chatellier, 2009).  

In this view, considering that “action is needed to eliminate unfair contractual practices 
between business actors all along the food supply chain” the European Commission, in the 
Communication A better functioning food supply chain in Europe, suggested a number of 
policy initiatives aimed at overcoming problems tied to contractual imbalance associated 
with unequal bargaining power and promoting sustainable and market-based relationships 
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between actors along food supply chain. These initiatives will entail: (i) exchanging of 
information on contractual practices, launching of awareness campaigns, exchanging of 
best practices on notification of contractual practices; (ii) preparation of sets of standard 
contracts; (iii) assessing unfair contractual practices on internal market and proposing any 
necessary Community measures to address them. These actions require to improve 
monitoring of potential competition issues in the chain by developing a common approach 
together with European Competition Authorities. 

The EC policy initiatives aimed at supporting the activities of the High Level Expert Group 
on Milk, especially those regarding the assurance that all actors of the chain rely on fair and 
sustainable contracts and the preparation of sets of standard contracts. 

On the basis of the recommendation on contractual relations expressed by the High Level 
Expert Group on Milk (2010), the recent proposal of European Commission (2010d) 
provides for optional written contracts between farmers and processors to be drawn up in 
advance for deliveries of raw material, which would include the key aspects of price, the 
timing and volume of deliveries, and the duration of contract. Member States can make 
these contracts compulsory. In order to take into account the specific nature of 
cooperatives, these are not required to subscrive contracts on the condition that their 
statutes provide for rules addressing the same objectives.  

It is worth pointing out a recent experience in France where the Government has decided, 
for milk and F&V sectors, to make the contractualisation between producers and their 
buyers compulsory. At the end of 2010, on the basis of the French law « Loi de 
modernisation de l’agriculture et de la pêche », a decree has been issued regulating the 
signing of writing contracts for the selling of fresh F&V. The commitments provided by the 
decree regard its duration of at least three years, as well as the specification of some 
relevant elements such as the volume and quality characteristics of delivered products, the 
modality of produce collection and delivery, the criterion of price determination for each 
product and so on. 

The French Government’s decision has arisen a wide debate involving F&V stakeholders. In 
particular, opposite voices to compulsory contractualisation have been expressed by the 
French agricultural world which is, on the contrary, in favour of a contractualisation 
developed within an interbranch organisation, that is, in an official concerted view that 
involves all actors of F&V chain.  

Another crucial aspect refers to the duration of contract, because if, on the one hand, a 
longer contract allows farmers to decide for “optimal investments”, on the other hand it 
could make more difficult to define key contractual elements, in particular “price 
indexation”28 (Requillart, 2009).  

Taking into account the above-mentioned experiences, it could be envisaged the possibility 
of developing, within a general framework outlined at EU level, a contractual model that 
provides the settlement of minimum standard conditions, although a right degree of 
flexibility has to be considered given the specificities characterizing each F&V product and 
region. This could be entrusted to an interbranch organisation which should draw up an 
interbranch agreement on contractualisation that, in order to avoid unfair commercial 
practices, allows to state guidelines and promote best practices as well as market 
transparency.  

                                          
28  As this regard an interesting analysis has been developed by the French competition Authority (Autorité de la 

concurrence, 2010). 
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Furthermore, it could be suggested an useful remark upon “pricing” element of contract in 
relation to the possible introduction of a price mechanism that can safeguard the economic 
sustainability of productions and then the return for all actors in the F&V chain. The 
suggestion regards the adoption of a price modality that provides for a mixed solution in 
which a share of price could be tied to incentives to product quality and/or quantity 
commitment. 

As far as the interbranch device (organisation and agreements) is concerned29, it can lay 
down the necessary conditions for the market to function more efficiently (Bovet, Chappuis, 
2001), with greater transparency and in accordance with a fairer division of risks and 
profitability from the production processes set up. It can strengthen the coordination and 
collaboration action between various stages of the supply chain, in order to counter and 
reduce opportunistic behaviour, while encouraging cooperative one, as well as restore 
balance in power relations on the market. 

At the same time, interbranch device can play a fundamental part in helping individual 
producer associations to acquire a truly active role on the market and reach an effective 
level of concentration and control of supply, using the erga omnes tool (Petriccione, 2008). 
However, the issue of the extension of rules raises the problem of political choice, given 
that it has to be applied in accordance with certain conditions and with the guarantee of its 
compatibility with Community competition rules30 (see Annex 6 - Competition and 
regulation in agriculture). 

4.3.4. The strategic role of POs in contractual relationships 

The producer organisations are an important tool in governing agricultural production 
which, by means of functions such as aggregation and concentration of production as well 
as planning and enhancing supply, enables producers to regain strategic levers 
(differentiation and recognisability of products, information, etc.) and the chance to put 
themselves on the market in a more competitive condition, and therefore acquire a greater 
share in the added value generated along the supply chain. The importance of these 
functions is obvious, not only because they fulfil the need to counteract the contractual 
strength of the large-scale retail, but they also make it possible to govern the market and 
play a part, through production planning, in an effective preventive action against crises in 
the market (Petriccione, 2009). Planning supply constitutes a strong market tool since it 
meets the aim of greater stability in prices and therefore income for producers; an 
important aim, especially in the current context of growing market instability affecting 
agricultural companies as a result of decreased income support decreed by the new CAP. 

The collective action arising from the producer organisations is obviously a source of 
economic advantage (critical mass of the product, planning supply to meet the needs of 
demand, better and more economic use of market information, drawing on better 

                                          
29  As defined by Article 123 of the Single CMO Regulation, interbranch organisation is made up of representatives 

of economic activities linked to the production of, trade in, and/or processing of products in a number of 
sectors. It carries out two or more of the following activities in the interestof all or some of the subjects which 
constitute it : (i) improving knowledge and market transparency ; (ii) drawing up standard forms of contract 
compatible with Community rules ; (iii) laying down production and marketing rules ; (iv) promoting 
integrated production and other environmentally sound production methods, and so on. 

 For an in-depth analysis on the role and definition of the interbranch organisation see: Coronel and Liagre 
(2006); Giacomini, Arfini and de Roest (2010). With this regard, it is worth mentioning the interesting French 
experience of interbranch organisation and agreements, recognized as the most consolidated one at 
international level.  

30  It shoul be noted that there is no European legal body that delineates the range of action of an interbranch 
organisation, even if the Single CMO recognizes its legitimacy by Member States on the basis of their national 
laws.  
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conditions for access to credit and collective buying for input, making collective 
investments) which allow farmers to acquire, although indirectly, strength in the market 
that would not be possible by acting individually; a strength that is fundamental to 
contractual relations. In the current setup of market relationships, the collective contract 
constitutes an important coordination tool in the supply chain, based on a system of rules 
agreed upon by the economic actors. 

The relevant experience of European fruit and vegetables shows a process of growth and 
reorganisation of the production system, encouraged by the last two reforms of the CMO 
for fruit and vegetables, involving Member States in different ways in terms of dynamics 
and characteristics (see paragraph 2.1). Nonetheless, empirical evidence shows that the 
path undertaken to encourage F&V producer organisations - and with them the 
achievement of the aims of aggregation and concentration of supply - has proven to be 
anything but straightforward.  

The current situation features the presence of a more advanced, organised component 
which, in response to a "market mission", is more suitably fulfilling the functions of product 
enhancement and over the last few years has been able to exploit the possibilities for 
growth and renewal offered by the F&V CMO. Aside from this, however, there is a 
significant number of POs especially located in certain areas of Southern EU, which, mainly 
in response to the idea of aggregation, perform functions that are very strictly limited to 
service function, that is merely placing members' products on the market (Agrosynergie, 
2008a; Bertazzoli and Petriccione, 2006). These are bodies which are generally of a minor 
economic dimension in character and pay less attention to market development; to date 
they have demonstrated difficulty in the aggregation process, which has been unable to 
transform itself into an adequate concentration and programming of supply.  

Obviously in the EU there are excellent examples that confirm the validity of the association 
model, even if with nonetheless undeniable contradictions, but which for the most part 
share a common feature in boasting a consolidated experience on the cooperative front.  

The last reform of the CMO for fruit and vegetables has, compared to previous legislation, 
provided essential elements to reinforce regulation of supply by an organised component, 
effectively giving strategic functions to the POs to improve competitive capacity in the 
sector. If this is a necessary condition for raising both the quantitative and qualitative level 
of the path of development undertaken by the POs towards greater concentration of 
production, it may prove to be insufficient, as far as certain situation of F&V production are 
concerned.  

The new competitive strategies require the adoption of an organisational model which, in 
the current setup of agro-food markets, moves towards more and more stringent forms of 
integration, based on the high contractual strength applied by large-scale retail. The 
consequence of this is a change in power relations on the market with agriculture in an 
evident position of weakness, caused by the fact that growing concentration applied by 
large-scale retail is in contrast with the persistent fragmentation of agricultural production. 
This puts the great problem of coordination of relations within the supply chain at the heart 
of the question (Raynaud, Valceschini, 2007). 

Summarizing, producer organisations can constitute a valid and useful counterweight by 
taking up a strategic role in restoring balance to market relationships, acting as a 
contractual power and for redistributing added value, while contributing towards 
transforming forms of economic dominion into models of cooperative behaviour. However, 
only in certain territorial or productive areas, producer organisations have managed to take 
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on the role required by the market, albeit with great difficulty (Agrosynergie, 2008a ; 
Bertazzoli and Petriccione, 2006). The CAP has always intervened focusing on the 
organisation and concentration of agricultural supply. This is particularly true for the CMO 
for F&V, where the concentration of production is defined as an "economic necessity" to 
consolidate the farmers' position on the market and help them face future challenges which 
the CAP itself has bet on. 

For this reason and in consideration of the opinions of most interviewed POs in INEA survey 
as well as of the other stakeholders, we agree on the need of maintaining POs’ framework 
and their relevant tool, as operational programmes, however introducing some adjustments 
in functioning rules, for example through their major simplification. 

Furhermore, a suggestion could be the introduction of a top-up on the Community aid as a 
form of premium for commercialisation of quality products. 

On the other hand encouraging sizeable POs, able to cope with large-scale retail, put a 
problem in terms of competition rules, around which an intense debate has developed. 

 

4.4.  Competition policy and regulation of F&V market relationships 

4.4.1.  EU competition rules and their implications for the agricultural sector 

The agricultural sector is subject to the EU's competition rules with, however, a special 
regime applicable to agricultural products (see Annex 6). Article 42 of Treaty on the 
Functioning of the European Union (TFEU) provides that EU rules on competition shall apply 
to production of and trade in agricultural products only to the extent determined by the 
European Parliament and the Council within the framework of Article 43(2) TFEU, which 
itself provides for the adoption of a common market organisation for agricultural products. 

In light of this provision, two Regulations adopted by the Council and governing the 
application of competition rules to the agriculture sector are currently in force: 

1. Council Regulation (EC) No. 1234/2007 (Single CMO Regulation), which establishes 
a common organisation of the markets for certain sectors included in Annex I to the 
TFEU; 

2. Council Regulation (EC) No. 1184/2006, which applies certain rules of competition to 
the production of, and trade in, agricultural products, listed in Annex I to the TFEU 
with the exception of the products covered by the Single CMO Regulation. 

Both the Single CMO Regulation and Regulation (EC) No. 1184/2006 provide for the same 
substantive competition rules applicable to the agricultural sector. 

Article 175 of the Single CMO Regulation provides for the general application of anti-trust 
competition rules to the agricultural sector subject to three exceptions in Article 176(1)31. 
These three exceptions only concern Article 101 of the TFEU. Article 102 of the TFEU 
(abuse of a dominant position) therefore remains fully applicable to the agricultural sector.  

                                          
31  These three exemptions refer to: 

(1) Agreements which are an integral part of internal market organisations; 
(2) Agreements necessary for the attainment of the objectives of the CAP (Article 39 TFEU); 
(3) Agreements between farmers, farmers’ associations and associations of farmers’ associations concerning 

the production or sale of agricultural products or the use of joint facilities for the storage, treatment or 
processing of agricultural products. 
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The application of the EU competition rules may be summarised as the following scheme 
drawn from Desai et al. (2010).  
 
Applicability of the EU competition prohibitions 

  Agricultural Products Any Other Food 

To the production of or trade 
in... 

Abuse of dominance 

Anti-competitive agreements 
unless: 

 Art. 39 Lisbon Treaty  

 National market 
Organisation  

 Farmers  

Abuse of dominance 

Anti-competitive 
agreements 

Any other activity related to... Abuse of dominance 

Anti-competitive Agreements 

Abuse of dominance 

Anti-competitive 
agreements 

Source: Desai et al., 2010. 

 

4.4.2.  Competition policy outside the EU: the cases of Switzerland and USA 

In Switzerland (OECD, 2004) the Federal Act on Cartels and Other Restraints of 
Competition (Act on Cartels) aims at hindering anti-competitive agreements and the abuses 
of dominant position, as well as monitoring undertakings’ concentration. Although the Act 
on Cartel considers the abuse of both seller and buyer power, the latter is an important 
topic in Swiss competition policy. In the agro-food sector, the issues concerning the 
dominant position first regard the retail sector.  

Joint-activity organisations32 play a key role in the Swiss agricultural policy. Most farmer 
products or product groups are represented by joint-activity organisations33.  

The Swiss agricultural law in connection with article 3 of the Act on Cartels contains 
antitrust exemptions for joint-activity organisations, as follow: (1) joint-activity 
organisations are allowed to take measures that improve the product quality or increase 
the quantity sold; (2) they can promote measures that "adjust the offer to the needs of the 
market"; and (3) they can publish recommended prices, modulated on the basis of quality 
level. The application of these recommended prices is voluntary for the suppliers. 
Consumer prices are excluded from this regulation.  

Some measures of the agricultural law bear potential conflicts with the aims pursued by the 
Act on Cartels.  

Although there are exemptions for several activities of joint-activity organisations, there 
are no such exemptions for joint selling.  

                                          
32  It “would include both farmer-run cooperatives and government-operated sales organisations and rules, such as 

marketing orders and market organizations as well as collective bargaining organizations.” (OECD, 2004, p. 19).  
33  Antitrust concerns with respect to joint-activity organisations arose in the cheese market some years ago. 
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In the United Stated (OECD, 1998; 2004) the Sherman Act, enacted in 1890, is still the 
primary legal discipline which prohibits anticompetitive practices. The early years of 
Sherman Act enforcement addressed a number of agriculture markets. 

In agriculture-related cases, antitrust enforcement may be subject to a special competition 
regime: the Capper-Volstead Act or the Agriculture Marketing Agreement Act of 1937. 

The Capper-Volstead Act, enacted in 1922, authorizes agricultural producers to organise 
into cooperatives to collectively process, prepare for market, handle, and market their 
products without being subject to antitrust scrutiny. The authorization covers only 
cooperatives composed entirely of producers of agricultural product, and its protection does 
not extend to predatory or coercive conduct, or to mergers or collaborations with non-
covered entities. 

The Agriculture Marketing Agreement Act of 1937 authorizes the Department of Agriculture 
to issue marketing orders governing permissible conduct in marketing certain agricultural 
commodities, including milk. fruits, vegetables, and tobacco. 

In enacting the Capper-Volstead Act, Congress did not place any limit on the permissible 
size of an agricultural cooperative. It is also worth noting that cooperative activity can lead 
to economic efficiencies, particularly if procurement transaction cost savings and 
procurement economies are present. 

Cooperatives organised in accordance with the Capper-Volstead Act and marketing orders 
issued pursuant to the Agriculture Marketing Agreement Act of 1937 are authorized by 
statute and are immunized from antitrust scrutiny, and do not involve consultation with 
U.S. competition authorities. Applicable law regarding agricultural cooperatives and 
agricultural marketing orders area has not changed recently. 

The exemption from antitrust review for agricultural cooperatives arguably makes it easier 
for cooperatives to form, to enter the market, and potentially to vertically integrate forward 
in competition with processors, if individual farmers perceive that processors are exercising 
monopsony power.  

In United States competition rules, unlike those in EU, seem to have a more pragmatic 
view of the agricultural agreement issue, because farmers, by means of cooperatives and 
marketing orders, may act as cartel for fixing quantities and/or indicative price (Crespi, 
Sexton, 2003). 
 

4.4.3.  The terms of the debate at political and scientific level 

In these last years the food sector is being an increasing object of attention by the 
European competition authorities, following the requirement of understanding the possible 
malfunctions of the European food supply chain that the unprecedented price hikes of 
2007-2008 highlighted. In this context much of the political debate focused on two key 
issues: (a) the overall high prices of food; and (b) potential price stickiness in the food 
supply chain.  

European Commission’s communications on issues relating to rising food prices and 
functioning of the EU food supply chain (2008; 2009a; 2009b; 2009c; 2009d) identified an 
increasingly expressed view about the existence of market failures in the food sector, due 
to: (1) asymmetry of bargaining power along the supply chain, (2) a decreasing share of 
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the wealth generated by the sector and obtained by farmers, (3) lack of price transparency, 
and (3) the regulatory framework and rules surrounding the food sector. 

At the same time in the USA the Department of Justice and the Department of Agriculture 
decided to explore competition and regulatory issues affecting the agricultural sector in the 
21st Century. In particular, they “resolved to explore a number of different commodities 
and to tackle a number of important issues, including concentration in processing, buyer 
power, and vertical integration” (Varney, 2010). For this purpose a series of high profile 
workshops on competitiveness issues relating to the food sector scheduled took place in 
201034. 

The major complexity of the relations between the actors along the supply chain has 
contributed to highlight the controversial relationship between competition rules and 
agricultural policy, on which a wide debate at political and scientific level has developed 
(European Commission, 2010a; VV.AA., 2003; Desai et al., 2010). In particular, the debate 
focuses on the issue of agricultural exemptions to competition rules and on the need to 
adapt competition rules to the specificities of the agricultural sector. 

Several inquiries of European and National Competition Authorities show that these 
exemptions are very rarely recognized, because of a very strict interpretation of 
competition rules35. An opinion on this regard coming out of a scientific debate (VV.AA., 
2003) suggested that competition rules focus too much on those factors strictly related to 
agreements as price and quantities, leaving out other strategic fields as products’ quality. 
However, relations between agricultural product quality policy and competition rules are 
also rather strained. 

Within the public debate on competition policy two issues seem to be particularly relevant: 
the increase of bargaining power of large retailers and their contractual relations with the 
upstream actors. There is no doubt that the retailers who hold a major bargaining power, 
also hold a big power to negotiate the contractual clauses with the upstream subjects. 
These relations put the question of legitimacy of certain contractual practices and of 
regulation that could set a limit to certain abuses of the retailers towards a fragmented 
agricultural supply. In this context, the issue of the role of POs and other forms of farmers’ 
associations to increase the bargaining power of farmers is one of the key points analysing 
the interface between agricultural and competition rules (Cesarini, 2009; European 
Commission, 2010a; VV.AA., 2003). Although competition law impose restrictions to 
farmers’ agreements, there is however the opportunity for producer organisations to 
operate as cooperative organisations, recognised by European Courts as pro-competitive 
structures, which may collectively negotiate. EU competition rules view such agreements 
favourably if the farmers involved in these forms of cooperation do not collectively hold a 
level of market power such as to restrict competition in the market to the detriment of 
consumers. As this regard, the recent “Milk Package” (see the box below) has proposed a 
quantitative limit (market share) which would allow negotiations between producer 
organisations, ensuring at the same time market competition.  

                                          
34  See www.justice.gov/atr/public/workshops/ag2010/index.html 
35  It is interesting, as this regard, the opinion of Spain’s Competition Commission in a recent report, in response 

to debate on how to make the agricultural sector more economically viable following the economic downturn.. 
It found insufficient justification for exempting the agricultural sector from competition law. The commission 
maintained that exemption from competition rules can only be justified when it is necessary to ‘correct market 
failures that are inherent in the operating of the sector.’ Despite existing market failures in the agricultural 
sector, such as fluctuating market prices and a fall in demand for products, the commission found that it is 
possible for companies to compete freely (Global Competition Review, 2010). 
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In conclusion, considering the weak bargaining power of the F&V producers, current 
competition rules are too unfavourable towards them. As this regard it is worth highlighting 
that the Single CMO Regulation provides not only the concern about the abuse of common 
rules, but also the “dominant position” concern. 

Within the public and scientific debate it seems to be a common agreement on the need of 
a development of competition rules, more addressed to rebalance farmers’ bargaining 
power towards a sole large retailer. 
 

Box: The recent “Milk Package” proposal 

The High Level Group on Milk (HLG) conclusions focussed on the extent to which farmers 
could collectively negotiate prices with processors under current competition law. The HLG 
chair took away three keys points: 

(1) It is possible to negotiate a uniform price if the share in the relevant market is less than 
5% and turnover does not exceed EUR 40 million. Beyond that a case-by-case analysis 
would be required, which would not necessarily be problematic. 

(2) It is possible to negotiate a uniform price under two conditions: if the buyer wants a 
single supply price (so this is in the processor's hands) and the market share is less than 
15%. 

(3) If farmers form a joint venture with common assets such as trucks, tanks or storage 
facilities, they could negotiate a common price provided that the market share is less than 
20%. 

The market share is evaluated on the "relevant market" and the discussions showed that it 
is not easy to assess what the relevant market is. 

Responding to the HLG recommendations on contractual relations, bargaining power of 
producers and interbranch organisations, the European Commission’s proposal for a 
regulation regarding contractual relations in the milk and milk products sector (COM(2010) 
728) provides for a legal basis in agricultural law that, in order to rebalance bargaining 
power, would allow farmers to negotiate contract terms, including the price, collectively, via 
producer organisations. Thus, because these possibilities are limited in the absence of 
shared processing facilities and there is a lack of legal certainty. A size limit is proposed, 
even if it does not affect dairy cooperatives, to the extent that they consist of vertical 
integration of farmers together with processing facilities. 

The proposal regards: (1) a limit of 3,5% of EU milk production which would allow 
negotiations between producer organisations of approximately the same size as major dairy 
processors; (2) a limit of 33% of national production which would ensure competition in the 
supply of raw milk at national level; (3) a limit of 33% of the total combined national 
production of all the Member States covered by such negotiations by that producer 
organisation. 
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5.  EXPLORING WAYS TO ADDRESS TRADE AGREEMENTS 
AND SAFETY STANDARDS 

 

5.1.  EU F&V industry and trade partners: is further liberalization 
possible? 

Liberalization of EU’s F&V trade is an ongoing process stemming from overlapped results of 
MFN liberalization in the WTO arena and preferential liberalization in the context of the wide 
array of agreements and unilateral concessions linking the EU to many preferential 
partners. 

The Euro-Mediterranean Roadmap for agriculture was adopted on 28 November 2005, by 
the Ministers for Foreign Affairs at the Euro-Mediterranean conference, for the acceleration 
of liberalisation of trade in agricultural products, processed agricultural products, fish and 
fishery products. F&V products – including the selected group of products highlighted in this 
study – are at the very heart of EU’s trade concessions to MPCs. The process involves also 
Turkey, which already enjoys full preferences in the levels of custom duty, though it faces 
the MFN levels of protection for EPs. Imports from the Mercosur area are also important. 
EU-Mercosur negotiations were re-launched in May 2010 targeting an EU-Mercosur Free 
Trade Agreement. 

While EU preferential policy deepens, in the multilateral arena the current Doha 
Development Agenda might determine further moves towards world-wide trade 
liberalization and determine both preference erosion and/or further changes in EU trade 
policy for F&V. Doha Round negotiations will probably affect the level of EP and MTE.  
 

5.1.1.  The WTO perspective 

As far as the Doha round is concerned, three relevant scenarios could be foreseen at 
multilateral level: 

a) A significant reduction of the bound tariffs. The Chair of the Committee on 
Agriculture Chair drafted in late 2008 a proposal that foresees tariff concessions that 
will be allocated according to a band system, with tariff reductions of 50% or higher. 
That percent reduction could be applied to the maximum tariff equivalent (MTE) or 
specific tariff to be applied in case of import prices fall below entry prices. If the 
procedure adopted in the previous Uruguay Round (UR) negotiations is adopted, the 
entry price will be reduced of  an amount based on the value generated by the MTE 
cut. Note that these reductions will be significantly higher than those agreed in the 
UR. 

b) The hypothesis of the products involved being considered as sensitive products36. 
This could involve, according to the Chair’s draft, tariff cuts of one third of the 
normal cut and increase in TRQ. This is a possibility that could be applied to a very 
limited number of F&V and possibly can only be defended in those products where 
the entry price is still effective (see section 2.2). Note that the sensitive products 

                                          
36  The Dec. 2008 draft set up, for developed countries, a threshold of 4% of tariff lines (about 80 lines at 6 digit 

level of HS) to be eligible as “sensitive products”. 
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will be able to keep considerable protection but in turn market access will have to 
increase significantly through TRQs of a size up to 6% of the domestic consumption. 

c) The phasing out of the entry price system. This considers the elimination of the 
corresponding supplementary tariffs associated to the existence of entry prices, the 
ad valorem duties remaining at current levels. 

 
Table 5. 1.: Scenarios for external protection of selected F&V in the Doha Round of 
multilateral negotiations 

 Current Hp. A Hp. B Hp. C 

 

Tariff 

(%) 

EP level 

(€/t) 

MTE 

(€/t) 

Tariff 

(%) 

EP level 

(€/t) 

MTE 

(€/t) 

Tariff 

(%) 

EP level 

(€/t) 

MTE 

(€/t) 

Tariff 

(%) 

EP level 

(€/t) 

MTE 

(€/t) 

Clementines 16.0 649 106 8.0 596 53 13.3 631 88 16.0 - - 

Lemons 6.4 462-558 256 6.4 334-430 128 5.3 419-515 213 6.4 - - 

Mandarins 16.0 286 106 8.0 233 53 13.3 268 88 16.0 - - 

Oranges 3.2-16.0 354 71 1.6-8.0 318,5 35.5 2.7-13.3 342 59 3.2-16.0 - - 

Peaches/ 

nectarines 17.6 600-883 130 8.8 535-818 65 14.7 578-861 108 17.6 - - 

Table grapes 8.0-17.6 476-546 96 4.0-8.8 428-498 48 6.7-14.7 476-546 80 8.0-17.6 - - 

Source: WTO IDB notifications. WTO Committee on Agriculture, Chair’s draft (Dec. 2008).  Authors’ 
calculations 

 
Table 5.1. summarizes tariff and EPS variations in the three scenarios for selected F&V 
products of interest for this study. At a first glance, the reduction of the level of protection 
appears to be significant for scenarios A and C. In principle, there would be a certain room 
for a scenario B for selected products whose EP still show some stabilizing effects. 
However, studies reviewed in Sec. 2.2 suggest that only for some 
products/months/partners the EP is effective in stabilizing domestic prices, mainly in the 
cases of artichokes, courgettes, cucumbers, lemons, plums and tomatoes. Moreover, trade 
data show that the bulk of EU’s F&V imports comes either from off-season trading partners 
(when EPs are usually inactive) or from “preferred” Mediterranean countries engaged in 
deepening their integration with EU. 

The perspective of tariffs and EPs/MTEs dismantling as a result of the Doha Round 
negotiations should therefore be assessed in the wake of the actual profile of EU’s trade 
partners – where the EPS is of lesser importance for off-season providers, while on the 
Mediterranean scene EPs and preferential quotas can still be useful tools for their (limited 
and selective) property of stabilizing domestic prices, as well as for easing integration 
between Southern EU and North African agricultures by monitoring integration patterns and 
smoothing the process. For these reasons, the EU could argue in favor of the maintaining 
the system, not only on the sake of protecting the EU F&V sector, but also on considering 
the risk of preference erosion against Mediterranean partner countries. Moreover, the EU 
could pursue the selection of sensitive products/months/partners as a driving criterion for 
the negotiating strategy in the WTO, ensuring that protection is granted to those products 
that are considered sensitive until a careful impact analysis. This would make room for an 
outcome of the Doha round hovering in the middle between scenarios B and C and 
supported also by the MPCs, as substantially derived from carefully crafted preferential 
agreements with them – which would also be in line with the traditional EU approach to 
trade policy for the F&V sector. 
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5.1.2.  Adjustments to the EPS and capacity building for increased competition 

Still restricting the discussion to trade policy issues, the recent protocols with Morocco (see 
Annex 4) could provide a model to follow in the new generation’s agreement of the Rabat 
Roadmap. Among the features of the last deal with Morocco those that best fit the current 
needs for the deepening of Mediterranean liberalization are: a) a refinement of the 
treatment of sensitive products, perhaps reducing the number of products, but also 
improving border controls; b) a slow expansion of preferential tariff quotas for sensitive 
products, in order to smooth the adjustment process for EU producers; c) a strengthening 
of safeguard measures to be used in case of serious price imbalances / import surges in the 
EU domestic market. 

In connection to the contents of the new protocol with Morocco, and with the perspective of 
having “Med solutions” to sell in the WTO context, useful recommendations could be37: 

a) the maintenance of a flexible EPS, restricted, by product, to those periods of the 
marketing year when occurrences of import prices below the trigger EP are most 
recurrent; 

b) the improvement of the predictability of the functioning of the EPS, by smoothing 
daily SIVs fluctuations, which can be relevant and result in a destabilizing effect on 
operators’ decision making processes. This could be obtained by weekly (or twice-
weekly) publication of the average of daily SIVs. This should not modify the daily 
data collection of prices and volumes on representative markets which represents, 
at present, a useful market monitoring instrument. 

c) the deepening of the analytical capacity to assess market prices and volumes. This 
in order to provide knowledge necessary for: 

- “finer tuning” of the EPS 

- selection of sensitive F&V products to shield from rapid liberalization 

- improvement of the monitoring of import prices 

d) however, knowledge of market prices and volumes should be a complement of a 
deepened investigation of opportunities and threats along the value chains for F&V 
products. The perspective of increased openness of the EU F&V sector and the 
ongoing changes in the value chain of these products would make appropriate 
turning to improving support to POs engaging in transnational global sourcing to 
best fit the need of the modern retail sector in the EU (see 4.3). 

As a whole, improvements in technical capacity of managing components of EU protection 
are not only a way of monitoring foreign markets, but are also assets helping the 
implementation of the FTAs and supporting EU negotiating positions in the WTO. 
                                          
37  Part of these recommendations are derived from Agrosynergie’s (2008) report on the functioning of the EPS. 

Along with them, it is worth recalling some other technical recommendations of the mentioned report, 
targeting the methodological shortcomings of SIVs calculation. The "standard import values" (SIVs) are 
fundamental for the functioning of the EPS (see Sec. 2.2 and Annex 2) and are based on wholesale prices from 
representative markets as established by Commission Regulation No 3223/94. SIVs calculation does not 
consider that, over time, some of those markets/entry points have lost their relevance; also, estimates of 
import prices do not consider changes that have occurred in prevalent marketing channels of F&V (increasing 
share of large retailer chains) and in transportation and insurance costs. 
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5.1.3.  Dealing with trade preferences and Mediterranean issues 

Links between liberalization processes 

The progressive opening of EU markets for F&V will probably proceed on a preferential 
basis, with WTO multilateral discipline providing a consistent framework. Although F&V 
trade and trade preferences are of interest for a wide set of partners of the EU, the hot 
issue is mainly the Mediterranean one. This is due to the peculiar features of the protection 
system, which imposes to off-seasons providers from South Africa and Latin America, as 
well as few other non-Med developing countries, just relatively low tariff protection and EPs 
either idle for off-season trade flows or with negligible protective effects in the seasons 
overlapped with EU production. As far as these non-Med trade partners are concerned, 
trade liberalization will go on with a slow pace of tariff dismantling, which is already set up 
in the framework of agreements such as those with South Africa and Chile. Also the trade 
deals of the recently re-launched EU-Mercosur negotiations will probably follow the same 
path, although recent proposals from the Europan Parliament suggest the need of a careful 
treatment, based on accurate impact assessments, of relevant sources of competitive 
advantages based upon differences in regulations such as safety standards, animal welfare, 
quality and environmental standards38.  

Rather more challenging are the policy issues relevant for Mediterranean trade in F&V. On 
the one hand, MPCs are the only partners, among the major F&V providers to the EU, with 
whom it turned out to be necessary lowering EPs in the aftermath of the Uruguay Round of 
the WTO. They are also the only relevant trading partners placed in a perspective of deep 
integration without becoming part of the EU, which clearly implies further moves towards 
preferential trade liberalization. Finally they can claim – based on the Rabat Roadmap and 
the conclusions of the 2005 EuroMed Conference in Barcelona – commitments on the 
acceleration of liberalization in agricultural products, including non-tariff elements of 
protections and issues potentially related to trade, such as rural development, agricultural 
productivity, quality and sustainable development. 

On the other hand, it seems difficult that Southern Europe's F&V-growing regions will cope 
with competition in a fully liberalized market. Based upon EU Regio DB, about 30 regions of 
the EU, almost entirely located in Southern Europe, show a composition of agricultural GDP 
where the weight of Mediterranean products hover between 40% and 50%. For those 
regions trade liberalization is clearly a process to be furthered while setting up appropriate 
competitive measures and compensations39. 

Also MPCs face global competition and will be surely affected by the trade liberalization 
processes involving the EU and other regions in the planet. This also supports the argument 
of the EU ensuring protection in the seasons when overlapping is possible with production 
in EU and MPCs areas, which includes the selection of sensitive products40. 

                                          
38  European Parliament resolution of 8 March 2011 on EU agriculture and international trade (P7 TA(2011)0083). 
39  It is significant that, also in the case of the recent agreement with Morocco (see Annex 4), the Committee on 

Agriculture and Rural Development of the European Parliament has recently issued a Proposal requesting not to 
ratify the new agricultural protocols (Meeting 14/03/2011 - pe456.662). The request is based upon the 
existence of relevant differences in costs related to compliance with regulations on safety, labour, quality and 
environmental standards. 

40  The analysis of the current system of trade protection and preferences, developed in Sec. 2.2, makes clear that 
a sort of protection, through preferences, has been granted to the competitive advantage of MPCs on the EU 
market. 
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The EESC and other European organisation included COPA-COGECA, have stated the need 
for the EU to respect certain basic principles in negotiations. They include the concept of 
sensitive products, the entry price for certain fruit and vegetables, the reinforcement of 
customs inspections to prevent fraud, the establishment of an effective plant health 
monitoring system, and the respect for product seasonality (EESC, 2008 and 2010). 

A strategic view 

More than the risk of preference erosion coming from multilateral negotiation in Geneva 
(which, in our view, as far as F&V are concerned, are to be considered a complement of 
preferential Meditarranean deals) it is the need of deepening the agricultural content of the 
Mediterranean FTA that makes up the context for refining policy solutions for the 
Mediterranean scene. This involves not only trade policy and preferential concessions, but 
also the functioning and the endowment of the EU CMO in F&V, its Producer Organizations, 
as well as the functioning and the endowment of rural development and international 
cooperation programs. Going beyond trade policy is a necessary step in order to smooth 
the process of liberalization, reduce losses for Mediterranean producers on the EU side, help 
both EU and MPC producers getting the most from economic integration in the 
Mediterranean (Garcia-Alvarez-Coque, 2002; dell’Aquila-Salvatici, 2005; Kalaitzis et al., 
2007). A strategic, long-term view of Mediterranean agriculture would allow for synergies 
between both shores of the Mediterranean. Until recently, agriculture was not a priority 
among the policies of Mediterranean countries outside the EU41, which in opinion of the 
EESC (2010) reveals a short-term outlook that has undermined agricultural development in 
these countries.  
 

5.2.  Safety and quality standards: implementation and effects on the 
third countries’ growing areas  

Regulations on F&V safety affect both domestic production and international trade. 
Technical regulations, conformity assessments and labeling standards play a variety of 
useful roles: for consumers, ensuring that theirs are protected from health risks and for 
producers, because goods production subjected to recognized standards could achieve 
economies of scale and reduce costs. Standards also may reduce transaction costs in 
business by increasing the transparency of product information between producers and 
consumers. 

However, since consumer preferences and government regulations may differ from country 
to country, there are added complications for international trade that can lead to potential 
conflict. In fact, many countries have disciplined food (and F&V specifically) safety on 
different regimes, thousands of different products are regulated, often with incompatible 
laws. Differences in trade regulations can put either domestic or foreign firms at a 
competitive disadvantage in selling their products. Trade conflicts are frequently produced 
when countries enact different types of regulations, have different desired levels of food 
safety, or have different costs in complying with regulations. Based on these assumptions, 
we can say that non-harmonized standards are main barriers in international trade, 
especially for many producers of developing countries. Discussion of food safety standards, 
and their discriminatory use also with Sanitary and Phytosanitary Agreement (SPS) and 
Technical Barriers to trade (TBT), is in the rise in dispute settlement cases on these issues 
at the WTO. 
                                          
41  Of all the MEDA funds granted to Mediterranean partner countries, only 5% was earmarked for agriculture and 

rural development. 
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Given this context, food safety standards and technical regulations are increasingly 
prominent part of international trade policy debate. In fact, considered that traditional 
trade barriers have failed, non-tariff barriers have become a concern to firms in developing 
countries. Increasing demands for food safety by developed countries have raised concerns 
about likely food regulatory impacts on international trade, particularly in the case of 
developing countries. Part of the economic literature (Otsuki et al., 2001) recognize that 
developing countries are likely to have difficulties in meeting requirements associated with 
implementation of high level technical regulation and standards. Otsuki, Wilson, Sewadeh 
(2001) identify as the implementation of some standards in the EU would have a relevant 
negative impact on the poorest countries exports. EU inspectors are often dispatched to the 
country of origin to inspect the facilities to ensure that EU sanitary and phytosanitary 
standards are met. Indeed, there are very few large trading companies in the EU that 
dominate EU trade in fruits and vegetables and frequently have multi-year contracts with 
Mediterranean exporters. These EU trading companies are instrumental ensuring that 
produce destined for EU markets meets all EU standards. 

On the basis of the above mentioned, compliance with requirements in EU markets needs 
for developing countries increase production costs. Compliance costs include onetime 
investments such as the upgrade of laboratories, installation of equipment, redesign of 
products and processes, and recurrent costs such as costs of maintenance, testing and 
certification. High cost of compliance with food standards is another argument in the 
literature about why standards may act as barriers to trade. In particular, Uganda’s fixed 
investment to comply with EU’s requirements was about 6-8 percent of export value, while 
Tanzania’s investment on the processing sector was 7 percent of export value, the cost of 
compliance in Morocco, for example, with SPS measures is average 3% of the total cost of 
export tomato production (Maertens and Swinnen, 2008; Cato, et al., 2005; Henson and 
Mitullah, 2004, Jaffee, 2003). 

Most importers of fruits and vegetables in Europe sell their products directly to retailers 
(75–80 percent). These importers source tropical fruit and vegetables from producers in 
developing countries, often on a contractual basis. Food safety and quality inspections take 
place at different levels in the food supply chain. When fresh products arrive from 
developing countries to the EU, they are controlled by different public and private entities 
(wholesalers, national control agencies, and retailers) at different points of the supply 
chain.  
 

5.3.  Trade and development of the EU F&V sector 

The prospective profile of both traditional trade policy tools (tariffs and the EPS) and 
emerging non-tariffs barriers (SPS and quality standards) must be complemented by the 
trade-related elements of a strategy combining increased openness and strengthened 
competitiveness of EU F&V sector. Significant local impacts of agricultural trade 
liberalization on the Mediterranean agriculture cannot be denied. Therefore, the temptation 
to blame the MPC agro-exporting sector for the structural problems of the Southern 
European production would be really high. 

Elements that become particularly relevant when moving the F&V sector towards a more 
open trading environment are mainly: a) changes in strategic components of Mediterranean 
F&V supply chains; b) requirements for Producer Organizations in order to fit the new 
competitive environment; c) coordination of agricultural and rural policies targeting 
problems common to all shores of the Mediterranean. 
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As a matter of fact, the debate on opportunities and threats for Southern EU producers of 
F&V has been partially distorted by the lack of understanding about the real problems of 
rural areas in Southern Europe. We have to identify what should not be observed as 
problems, but as normal challenges related to the rapid changes in the international 
economy. The new rural economies are not exempt of challenges, in many cases due to the 
aged labor force, the weak entrepreneurship, and the environmental effects related to the 
preservation of landscape and the management of territory. Most of these effects can be 
managed through territorial policies equipped with adequate instruments. The standard 
approach of agricultural policies, which has been based on a large subsidy component to 
farming (including the CAP single payment scheme), might be helpful to soften the social 
impacts of adjustments, but it is less effective to guarantee a sustainable development in 
rural areas. Territorial policies supporting organization, business oriented practices, 
knowledge creation towards sustainable practices keep being advisable in the F&V sector.  
 

5.3.1.  Ongoing changes in Mediterranean F&V supply chains  

As discussed extensively in Sec. 1, since the 1980s, EU sellers of fresh produce have been 
facing changes in their market conditions largely explained by (i) dramatic shifts in the 
consumption patterns; (ii) stronger competition at the international level; and (iii) growing 
relevance of the negotiating power of food retailers.  

Given the strong competition among sellers in the F&V market, retailers can impose stricter 
requirements and demand larger volumes from fewer (“preferred”) suppliers. Retailers are 
able to switch volumes between suppliers and force them to accept low prices in order to 
get volume growth and to comply with EurepGap and other private standards. The result of 
this process is to introduce a bias towards large farmers. The problem is accentuated in the 
case of fresh F&V markets, where instability is associated with variable agro climatic 
conditions, lagged response of supply when assets are specific, lack of production flexibility, 
and the perishable nature of the products.  

Also most MPCs have already started facing similar developments. On the one hand modern 
retail chains have started finding room in the structure of distribution of major MPCs. The 
share of modern distribution chains in domestic sales, according to Ciheam (2010) 
estimates, reaches 33% in Turkey, 14% in Egypt and 8,5% in Morocco. On the other hand 
a high percentage of F&V exports from MPCs is handled by specialized (mostly private and 
co-operative owned) buying/packing business in the most important export trading 
countries (Turkey, Morocco, Israel and Egypt). Those firms are more suitable to integrate in 
large European supply chain and to fulfill their high food safety standards, the requirements 
concerning certification and application of tracking and tracing techniques, as well as 
marketing and logistical needs (Kalaitzis et al., 2007). Also on the Southern shore of the 
Mediterranean, however, the wider supply chain shows a number of independent 
commissioners, operating on a consignment basis and on spot markets (central wholesale 
markets), that will face increasing difficulties to apply the modern supply chain 
management methods necessary to access European and local big retailer chains. 

Some new investments in meeting EU standards have been made in most Mediterranean 
countries (with EU assistance mainly through MEDA funds) and activities to reform and 
improve food control systems have been carried out in many of them42 (Kalaitzis et al 

                                          
42  National Strategy for food control (Morocco, Tunisia), draft new food legislation according to international 

requirements (Egypt, Jordan, Lebanon, Morocco), review and update food standards and regulations (Syria). 
Most countries use Codex as a base to develop their food standards, concerning good manufacturing and 
quality assurance systems (Tunisia), and risk management systems (Egypt, Jordan, Morocco). There is 
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2007), although there is consensus about difficulties – discussed in par. 4.2 – faced by 
producers  when it comes to enforce European health legislation and make available 
scientific, technical and financial resources necessary to overcome structural problems 
(small scale farming, low education and domestic market orientation) (EESC, 2008). 

Ongoing changes in the Mediterranean region as a whole would suggest to reconsider 
policies targeting MPCs integration in the wider Euro-Mediterranean region, making it more 
consistent with the F&V market regime in the EU, perhaps heading towards creations of 
either producer organisations or other suitable institutions that could link up and participate 
to the vertically co-ordinated supply chains with wholesale and retail organisation in Europe 
(Garcia-Alvarez-Coque 2002; Kalaitzis et al 2007). 
 

5.3.2.  What role for EU POs in the trade liberalization process? 

Survey results 

The Italian share of the survey carried out for this study is wide enough to represent an 
orientation of relevant national structures of F&V organized production in Southern Europe 
(see Sec. 3). Answers synthesized in Tab. 5.3.1 reproduce the predictable orientation to 
consider the current protection as ineffective and further liberalization as a threat. Out of 
the 61 POs answering the questionnaire, 70,5% of them considers trade protection not 
effective for the purpose of stabilizing prices or income, 65,6 % do not consider POs able to 
gain from trade liberalization and 83,6 % feels that dismantling what is left of the EPS 
could imply import surges and domestic price instability. Among the reasons displayed for 
motivating these answers the major role is played by “unfair” competitive advantages of 
competitors exploiting differences in labour, sanitary, quality and environmental standards. 

Beyond this general political message coming from organized production, policy makers 
could consider the analysis developed in the previous pages showing that only for some 
products, partners and seasons the protection system show an actual effectiveness and 
define negotiating strategies in the WTO and with preferential partners where concessions 
on traditional trade barriers could have a very limited impact (if any), while being 
compensated by strengthening borders controls on EPS, sanitary and other quality 
standards. 
 

                                                                                                                                     
growing acceptance and increasing use of Good Manufacturing Practices (GMP), good agricultural practices 
(GAP) and Hazard Analysis Critical Control Point (HACCP) throughout the Region. In a number of countries, 
many industries apply HACCP on a voluntary basis. Some countries, such as Lebanon and Morocco, already 
have or are developing legislation and guidelines on GMP and the HACCP system. 
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Table 5. 2.: Opinions of Italian POs on current F&V trade policy measures and 
perspectives of further liberalization 
  POs 

Numb 

Are EU trade policy 
measures effective 
in keeping imports 

in line with the 
need of stable 

domestic prices and 
producers income? 

Are POs able to gain 
from liberalization 

in F&V trade? 

Do you feel that the 
phasing out of quotas 
and entry prices could 

imply a surge of 
imports or domestic 

price instability? 

   YES NO NA YES NO NA YES NO NA 

All POs  61 23,0 70,5 6,6 27,9 65,6 6,6 83,6 11,5 4,9 

            

by dimension1           

big  4 25,0 75,0 0,0 50,0 50,0 0,0 75,0 25,0 0,0 

medium  14 21,4 71,4 7,1 50,0 35,7 14,3 78,6 21,4 0,0 

small  43 23,3 69,8 7,0 18,6 76,7 4,7 86,0 7,0 7,0 

            

by link with big retail2           

very strong  22 27,3 63,6 9,1 22,7 68,2 9,1 90,9 0,0 9,1 

significant  12 16,7 83,3 0,0 41,7 58,3 0,0 83,3 16,7 0,0 

weak  21 28,6 66,7 4,8 28,6 61,9 9,5 71,4 23,8 4,8 

            

by importance of sales on foreign markets3          

very important  23 26,1 69,6 4,3 39,1 56,5 4,3 82,6 13,0 4,3 

significant  16 37,5 56,3 6,3 37,5 56,3 6,3 75,0 18,8 6,3 

absent  19 10,5 78,9 10,5 5,3 84,2 10,5 89,5 5,3 5,3 

            

1.  Dimension: Big: VMP ≥ 100 Meuro ; Medium: 20 < VMP < 100 Meuro; Small: VMP < 20 Meuro 
2.  Link with big retail: Very strong: % sales to o. r. ≥ 60%; Significant: 60% > % sales to o. r. ≥ 30%; Weak: 

% sales to o. r. < 30%. 
3.  Importance of foreign sales: Very important: % foreign sales > 20% + Big POs with 20% ≥ % f. s. ≥ 5%; 

Significant: 20% ≥ % f. s. ≥ 5% + Big POs with 4% ≥ % f. s. ≥ 1; Absent: 4% ≥ % sales > 0% 

Source: Authors’ field survey 
 

Moreover, if we split the sample in different classe of POs (by dimension, links with modern 
distribution and share of sales abroad) some further indications can be derived. Concerns of 
POs about trade liberalization are higher that the average in the case of small POs and, 
above all, in the case of POs not engaged in export practices, while big/medium POs and 
POs with important shares of foreign sales perform better than the average. 

Interestingly enough, the differentiation of POs by marketing channel provides a picture 
where POs most engaged in a role of supplier to big retailers are also those most concerned 
about possible dismantiling of trade protections, while POs with no or weak links with 
modern distribution are less concerned that di average about further liberalization. The 
latters, by selling almost all their products to wholesale markets, small retail stores and 
processors, have a less strong perception of the precence of foreign competitiors than 
those POs struggling to stay in the procurement list of big retail chains that have a global 
sight on procurement. 
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POs and trade liberalization 

Coordination and organisation are key words when policies tailored to the F&V sector are 
considered. These words have been recognised by the recently approved Common Market 
Organisation (CMO) in F&V, reformed in June, 2007. The CMO draws its support to 
horticultural farmers on the creation and enhancement of Producer Organisations (POs). 
These can be seen as engines to concentrate production, given the low level of sales per 
farm cooperatives in Italy, Spain and other Southern European countries in comparison 
with other countries in Northern Europe. But supply concentration is not enough. Producer 
organizations should be considered as an effective way to increase collaboration between 
growers and other members of the supply chain and should keep being encouraged as 
such. 

As recalled in par. 1.1, modern global value chain analysis puts emphasis on relationships 
among actors as a way of reducing uncertainty, improving access to key resources and 
increasing chain efficiency. Coordination is considered a key source of competitiveness, 
sometimes referred to as “collaborative advantage” or the “competitive advantage of 
partnerships” (Fischer et al. 2007). All stakeholders share interests in cost reduction, 
quality upgrading and risk management. If this is recognized, there is a need for policies 
orientated to undertake collective action approaches within supply chain agribusiness. 
There is also scope for economists to identify alternative pathways for smallholder 
cooperation in response to specific supply chain challenges. The new market conditions 
require improved coordination among farmers, packers, wholesalers and distributors and, 
as a matter of fact, collective action among individual farmers is often a necessary step to 
undertake contractual or co-ownership arrangements in order to successfully collaborate 
with large retailers. POs well oriented to chain coordination and partnership are in the best 
position to gain from liberalization by taking the lead in the competition for entering the 
most dynamic retail segment in the EU market.    

However, the productive and commercial structure of the F&V industry in the EU is not 
adapting well to the changing market conditions, requiring different products and improved 
guarantees of quality and environmental standards (Garcia Alvarez-Coque et al. 2007). 
Nevertheless, situation varies among EU Member States. For instance, the Netherlands and 
Spain illustrate two different situations. Nowadays, 92% of horticultural production in the 
Netherlands is sold through 22 producer organizations, the largest being “The Greenery” 
with total sales of 1.7 billion euro in 2007. By contrast, in Spain there are 625 producer 
organizations that only account for 44% of Spanish fruit and vegetable production, and 
none of the sales of the existing producer organizations are more than 450 million euros.  

In fact, although most fruit and vegetables cooperatives were created to solve problems 
related to moral hazard and asymmetric information, lack of trust remains a factor in both 
the relationship between farmers and cooperatives, and between individual cooperatives 
and the second-tier cooperatives. This implies that an agency relationship between the 
growers and the cooperative firm exists. By selling through contract mediation, the 
outcome is (partly) dependent on the effort of the sales agent, and this applies in both the 
individual cooperative and the federations of coops. While normally the cooperative was a 
solution to the information asymmetry problem, this can re-emerge within a cooperative 
when there is a lack of trust between the members and the management of the cooperative 
firm.  
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In some Member States, POs are becoming “preferred suppliers”. In others, levels of 
organization remain weak. The CMO provides additional support (60 percent Community 
co-financing rather than 50 percent) in areas where production marketed through producer 
organizations is less than 20 percent, as well as in the new Member States. There is also 
extra support for mergers of producer organizations and associations of them, while extra 
support is also set up to POs operating in a trans-national scheme or on an inter-
professional basis (e.g., coordination schemes with processors and traders). What remains 
to be answered is if these measures are enough to encourage a culture of collective action 
in producing zones. The behavior of many cooperatives does not contribute to 
strengthening their negotiating power vis-à-vis retailers. Among the reasons for this 
situation is the lack of professional management in cooperatives, which leads to “supply 
oriented” strategies, strong competition among cooperatives, and lack of transparency in 
the decision-making process within the cooperatives. The CMO should pursue in the support 
to POs, but resources and programs should be defined in a way they promote a culture of 
management and business orientation within POs.  
 
5.3.3.  A shared agenda for the Mediterranean 

By closing its markets the EU hardly contributes to help MPCs in their escape from poverty. 
At the same time, it does not seem that the MPCs can immediately profit from the trading 
advantages implied in a substantial opening of the European F&V markets. Growers in this 
part of the Mediterranean region also suffer from lack of market power and transparency 
similarly to what we have mentioned about Southern European farmers. Why then not talk 
about a common agenda for Mediterranean agriculture including its Northern and Southern 
shores? Farmers in both sides of the Mediterranean basin are affected by common 
problems, with different intensities but needing similar approaches. Some of these 
problems are of a special concern, such as the water scarcity, the opportunity for improving 
quality and the lack of adequate organisation to face the market power of supermarket and 
the big distribution. Biodiversity of Mediterranean production systems and the 
corresponding food habits are severely challenged by the culture of uniformity that would 
result in a drastic trade liberalisation without accompanying policies.  

These policies would include measures such as: 

 development of geographical indications, 

 labelling of Mediterranean food, 

 promotion of international cooperation between farmers and their organisation of 
different areas of the Mediterranean, 

 support to professional associations assisting farmers, 

 improvement of human capacities to improve territorial competitiveness. 

Policies must address the specificities of the F&V supply chain, which relate to risk 
management, quality assurance, human capital, logistics and information technology and 
other characteristics that cannot be tackled through traditional subsidies. Actions on those 
issues, also by means of jointly submitted operational plans, could be encouraged, 
stimulating collaboration between F&V producer groups from the EU and MPCs. Such a 
policy could contribute to the formation of integrated Euro-Mediterranean producer 
organizations capable of offering high quality produce, with a more competitive cost 
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structure and year round availability, in the most important Mediterranean products 
(Garcia-Alvarez-Coque, 2002; Kalaitzis et al 2007). 

A practical way to approach this shared role for agriculture in development of the different 
shores of the Mediterranean basin is to arrive at a common view of non-distorting or Green 
Box payments. Northern and Southern Mediterranean countries should together be able to 
provide clear guidelines for other WTO members for this type of agricultural support, 
guidelines that would allow the EU to keep non-trade agriculture products at the desired 
level, while simultaneously enabling Southern Mediterranean countries to provide their 
farmers with the required support to improve their quality of life and restructure their 
farms, and to meet the other needs of their agricultural populations. 
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6.  CONCLUSIONS AND POLICY RECOMMENDATIONS 
 

6.1.  F&V market and supply chain dynamics 

6.1.1.  Market dynamics 

The F&V sector is a key sector in EU agriculture, with a weight of about 18% of EU 
agricultural production, almost equally shared between vegetables and fruit (including 
citrus). EU F&V production is highly geographically concentrated, as the two main 
producing countries, Italy and Spain, gather 40% of vegetable production and more than 
50% of fruit (including citrus). Citrus produce basically comes from Italy, Spain and 
Greece, that originate more than 95% of EU production. 

The dynamic of EU production suggests that, in global terms, the sector has been slowly 
shrinking over the last decade, with fruit (excl. citrus) most affected (-5.1%), followed by 
vegetables (-2.3%) and citrus fruit (-0.9%). This dynamic is confirmed also in the 
worldwide picture, where the weight of EU production witnesses some 3% decline in the 
last decade. Main EU producing countries show some differences in the long term 
dynamics: Italy remains the largest European F&V producing country with a greater 
variability of output, while Spain and Greece are characterized by a greater price volatility. 
Among the new Members from Eastern Europe, Poland has shown the most relevant growth 
in F&V production over the last decade. 

Still in terms of trends, F&V producer prices show a general pattern not too different from 
production in the last decade. The trend for prices is stable or slightly declining, with a 
stronger tendency to decline for fruit (excl. citrus), at least until 2007. However, price data 
suggest also that, in the shorter run, sharp declines in prices usually follow phases of 
growth in production and anticipate downward turns of it. Production variability and price 
fluctuations, therefore, have to understood in two different dimensions: in the short run, 
they are typical features of the functioning of the F&V sector, mostly due to weather 
variability and some structural characteristics of sector, such as products perishability, or 
the high concentration of production in few regions influencing the whole European market. 
Perishability is capable to make market unbalances potentially very onerous to producers 
because it fuels an high responsiveness of producer prices to the quantity being sold. In a 
longer run, a declining trend in production and prices depends on several structural 
determinants of change in the functioning of F&V world markets and supply chains. 

Effects of structural changes can be detected also when observing changes in the trade 
pattern of EU F&V sector. A decline of the share of Intra-EU imports (from 70.3% to 68% in 
the last decade) and an increase of the structural unbalance between Extra-EU import and 
export (-7.3 billion euro for EU27 in 2009) suggest a gradual increase in openness to 
external trade and a slow process of substitution of EU suppliers incapable of meeting 
demand and retail requirements stemming from globalized supply chains. 

“Substitutes” in supply of vegetables are mainly from the Mediterranean area, but also 
from Central-South America and some African countries, while Central and South America 
prevails for fruit (also because of the role played by tropical and off-seasons F&V products), 
although with a significant role of Mediterranean countries for some products, such as 
citrus. Survival of traditional marketing channels in the EU market, structural backwardness 
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of non-EU suppliers, and EU trade policy devices, converge in determining a relatively slow 
pace of inclusion of external F&V suppliers in the EU-based supply chains for F&V.  

Final demand for F&V is generally more stable than supply and relatively inelastic in price, 
with changes occurring over longer periods of time. Available data on consumption 
suggests a trend of slow increase in consumption of F&V in the EU, particularly for those 
countries starting from lower levels of per capita consumption. However, consumer 
behavior is still not homogenous in the European market, not only in terms of amount of 
fresh F&V consumption in Member States, but also in terms of marketing channels. Within 
an heterogeneous framework of cultures and lifestyles, the trend to development of fast 
food, supermarkets and high concentration and vertical co-coordination in supply chains is 
stronger in northern regions of the EU, while in the South F&V markets show a still relevant 
presence of street markets and an higher level of dispersion of specialized grocery stores. 
Moreover, differences in consumption patterns exist even at regional and local levels. 
 

6.1.2.  Supply chain dynamics and producers’ income 

The current difficult situation of the European F&V sector arises mainly from long-term 
changes in the structure of the global F&V supply chain. The dynamics of income of 
horticulture and fruit specialist farms shows a long time span of steady growth until 2004, 
when it became apparent the negative impact of over-production and tendency to price 
decrease on F&V farms incomes. 

More than producer price volatility, is the dynamic of production costs and marketing 
margins that should be investigated in order to gain a better understanding of negative 
income dynamics. Producers prices have usually been volatile for fresh F&V and are 
declining in trend in the last few years, while retail prices are either constant or increasing, 
indicating either increasing rents being captured by downstream actors or increasing levels 
of value added generated at downstream stages of the supply chains. 

The tendency to weakening of prices and margins for F&V producers is only one of several 
broad themes underlying and explaining the long-term changes in the structure of the 
global F&V sector. Other relevant dimensions can be referred to: 

- global consumers, who are becoming more affluent, discerning and cautious about 
their consumption choices, increasingly demanding services, including convenience 
in food purchasing and preparation (fresh cut fruit and vegetable), taste, and 
variety, and increasingly concerned for food safety and quality; 

- global sales, that are increasingly being controlled by fewer and fewer retailers, with 
a growing bargaining power, which in turn contributes to fuel a tendency to 
concentration and consolidation also in upstream stages of supply chains; 

- the role of the WTO and bilateral negotiations, that are becoming more important in 
widening competition, due to ongoing trade liberalization and domestic policies 
reforms related to trade liberalization; 

- multinational agribusiness, that is becoming more important due to upgrading of 
logistics, communication and information technology, transport enabling fresh 
products to be transported from many origins and due to related increase of trade 
and investment, consolidation, and foreign direct investment (FDI) in many 
countries (often developing countries) that are providers of the EU market. 
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Concentration and consolidation underway in the F&V supply chains, along with changes in 
consumer choices, will continue to shape the future of the F&V economy in the EU and will 
deepen as the sector becomes more globalized and interconnected. The process is driven 
by large retailers which are building up long term relationships with key suppliers – either 
producers or wholesalers - capable to meet the requirements necessary to respond to the 
increased consumer interest for purchasing fresh fruit and vegetable products from 
supermarkets. Suppliers are in turn required to make larger investments deemed to be 
worthwhile if they can get on a retail chain procurement list. As long as producers are 
unable to meet these requirements their share of the total value added will remain low and 
declining. 

These complex structural changes materialize a bias against small farms and fuels forms of 
association at farm level stage. This is the major challenge for small F&V farmers, either 
from the EU or other supplying areas: how to be part of modern EU-based chains where the 
retail stage coordinate the other actors. Collective action at producer level and effective 
coordination within the chain appear to be pre-conditions for any successful strategy in 
coping with declining relative producer prices and the gap between farm and retail prices. 
Moreover, forms of producer organization should keep to be encouraged as an effective 
way to increase collaboration between growers and other members of the supply chain and 
develop partnerships around shared interests in cost reduction, quality upgrading and risk 
management. As a matter of fact, both phenomena are a function of the increasing 
productivity at farm level, increasing services delivered between farm and retail stages, and 
the increased concentration of the retail business. 

 

6.2.  Current features and possible changes of EU domestic support 
for F&V producers 

The political debate on the CAP reform has been the occasion of starting an extensive 
discussion on the future of the CMO for F&V, in which many stakeholders as well as some 
institutional subjects have been involved. Many key issues have been focused, arising from 
the need of understanding whether the set of existing instruments for the F&V sector is still 
relevant and adequate to face the increasing market competition and its volatility, as well 
as to bring the F&V sector to the post-2013 CAP scenario. 

In other words, a key question is whether the F&V CMO with its specificity is still consistent 
with the ongoing CAP reform. On this subject many stakeholders have expressed a great 
concern about the future of the F&V CMO, asserting that it would be more suitable to 
maintain the specificity of the F&V CMO within the CAP reform and the EU budget resources 
devoted to the sector as well. Measures and tools that could be envisaged for the F&V 
sector in the post-2013 CAP scenario still have to hover around the fundamental role of POs 
and the need of strengthening their role and improving consistency of the CMO to the wider 
orientation of the future CAP towards price and income stabilization at farm level. Policy 
recommendations can be raised related to both modifying existing policy instruments as 
well as to introduce new ones. 
 

Market risks and crisis management 

As far as market risk and crisis management is concerned, the first general conclusion this 
study highlights is that the joining of POs may be deemed as an effective tool of crisis 
prevention that F&V producers may adopt. However this requires the fulfillment of a 
preliminary condition on the organization of the POs in which both market sales and the 
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planning of production activities at the farm level should be centrally managed. Therefore 
larger POs, with a better structured internal organization and a stronger orientation of their 
sales toward large retailing are potentially more successful in market risks and prevention.  

As a consequence, the easing of conditions for the recognition of POs that have been 
introduced in the CMO, requiring lower values of marketable production, does not match 
the need to improve risk management capability in the EU F&V industry. Therefore, 
although it is meaningful to aim at the improvement of the share of organized production, 
particularly in areas where it is not adequate, it is also necessary to shape incentives to 
POs in such a way to make them effective in this sense. 

Regarding the tools currently enclosed within the CMO (market withdrawals; green 
harvesting or non-harvesting of fruit and vegetables; promotion and communication; 
training measures; harvest insurance; support for the administrative costs of setting up 
mutual funds) only some of them have been implemented by National Strategies and 
subsequently used by POs. Green harvesting or non-harvesting, training measures and 
support to mutual funds are the tools not implemented, apparently because their access 
and contents are not clearly stated but also because they are deemed as not effective tools.  

Market withdrawals and harvest insurance have been used only to a very limited extent 
(Spain didn’t even introduce harvest insurance in its National Strategy). The little interest 
for market withdrawals seems related to their low indemnities, while support to insurance 
looks not suitable within the CMO, because of the limited availability of resources within the 
operational funds of POs as well as the possibility to finance it with other CAP measures. 
Therefore it would be appropriate narrowing the support to insurance only to the covering 
of POs risks related to the reduction of product marketed by their members. 

Promotion and communication are the most widely adopted measures of risk and crises 
management. However, it is necessary a clearer definition of its contents as well as of its 
implementation modalities within the contest of market crisis, and the relationship of this 
instrument with other similar measures that can be implemented within the operational 
program in a standard way.  

A critical issue related to market crises measures introduced within the CMO is related to 
financial rigidity of their endowment in the operational fund, as it is constant overtime as 
for other type of measures. Such feature doesn’t fit well with the nature of market crises 
whose appearance and, therefore, income effects on producers are not uniform overtime. 
Therefore, it would be useful to introduce arrangements allowing a wider intertemporal 
flexibility of financial limits to the implementation of such measures, according the real 
needs of intervention. Of course, any improvement in the possibility of modulation of 
financial resource for crisis measures would require the introduction of arrangements aimed 
at avoiding a recurrent use of this type of measures. 

Although measures for the implementation of mutual funds didn’t get very much attention, 
the role of saving/credit in transferring risk overtime should be enhanced. At this aim it 
would be useful to analyze the conditions for the introduction of security funds within POs, 
working with an approach similar to the Agristability program implemented in Canada. This 
could be obtained defining ranges of farmers revenues calculated on the last three year 
average, for example -30% and +20%. When revenues are above the upper limit of the 
range, the exceeding revenues could be saved in a fund with a matching quota from the 
operational fund (or from EAGF). This money could be invested in EU state bonds earning 
interest paid. In the case the revenues fall below the lower limit the POs have the 
possibility to withdraw money from the security fund to cover losses exceeding -30%. Such 
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an instrument could also help in making more stable overtime financial resources needed 
by POs for risk and crises management. 

 
Enhancing market transparency 

Beside the existing risk and crisis management tools, a possible further instrument for their 
prevention is the implementation of market intelligence activities. The monitoring of F&V 
markets through the collection, elaboration and analysis of relevant data on prices, 
consumer preferences and behaviours, product supply and meteorological trends and their 
spreading among POs may help in anticipating possible temporary or structural crisis that 
could be better managed and prevented with timely intervention.  

The setting up of a market observatory for F&V sector at Member State level could be 
envisaged for the purpose of enhancing market transparency not only as a monitoring tool, 
but also by contributing to better understand how prices evolve both on the F&V market 
and at each stage in the chain. 

The implementation of this activity is not easy and would require a certain degree of 
centralization in agencies capable to serve associations of POs or the totality of POs in a 
country. Moreover, this could be a very difficult exercise because of the complex process of 
price formation along the F&V chain, which depends on several factors embodied in the 
relational frameworks and structural inefficiencies existing inside the chain.  

The observatory could be entrusted to an institutional subject (for instance, interbranch 
organisation, if any, or otherwise some other suitable established body) which, in 
collaboration with national statistic services and  national institutions of public research, 
would furthermore have the task of making analyses and reports supporting the decisions 
of economic actors and policy makers. 
 

Contractual arrangements 

The recent proposal of European Commission regarding contractual relations in the milk 
sector  provides for optional written contracts between farmers and processors to be drawn 
up in advance for deliveries of raw material, which would include the key aspects of price, 
the timing and volume of deliveries, and the duration of contract. Member States can make 
these contracts compulsory. In order to take into account the specific nature of 
cooperatives, these are not required to subscrive contracts on the condition that their 
statutes provide for rules addressing the same objectives.  

It is worth pointing out a recent experience in France where the Government has decided, 
for milk and F&V sectors, to make the contractualisation between producers and their 
buyers compulsory. The commitments for fresh F&V regard the duration of contract of at 
least three years, as well as the specification of some relevant elements such as the 
volume and quality characteristics of delivered products, the modality of produce collection 
and delivery, the criterion of price determination for each product and so on. 

The French Government’s decision has arisen a wide debate involving F&V stakeholders. In 
particular, opposite voices to compulsory contractualisation have been expressed by the 
French agricultural world which is, on the contrary, in favour of a contractualisation 
developed within an interbranch organisation, that is, in an official concerted view that 
involves all actors of F&V chain.  
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Another crucial aspect refers to the duration of contract, because if, on the one hand, a 
longer contract allows farmers to decide for “optimal investments”, on the other hand it 
could make more difficult to define key contractual elements, in particular “price 
indexation”.  

Taking into account the above-mentioned experiences, it could be envisaged the possibility 
of developing, within a general framework outlined at EU level, a contractual model that 
provides the settlement of minimum standard conditions, although a right degree of 
flexibility has to be considered given the specificities characterizing each F&V product and 
region. This could be entrusted to an interbranch organisation which should draw up an 
interbranch agreement on contractualisation that, in order to avoid unfair commercial 
practices, allows to state guidelines and promote best practices as well as market 
transparency.  

Furthermore, it could be suggested an useful remark upon “pricing” element of contract in 
relation to the possible introduction of a price mechanism that can safeguard the economic 
sustainability of productions and then the return for all actors in the F&V chain. The 
suggestion regards the adoption of a price modality that provides for a mixed solution in 
which a share of price could be tied to incentives to product quality and/or quantity 
commitment. 
 

Strengthening the role of producer organisations  

EU experience in F&V sector has shown the key role played by producer organisations in 
rebalancing bargaining power and stabilising prices and income, through the concentration 
and the planning of F&V supply. Thanks to the two last reforms of the CMO, the European 
F&V sector has been object of an extended process of growth and reorganisation of the 
production system, involving Member States in different ways in terms of dynamics and 
characteristics. Nonetheless, empirical evidence shows that the path undertaken to 
encourage F&V POs has proven to be anything but straightforward. The POs’ development 
dynamics differ not only among Member States, but also among products. These 
differences can be explained by several factors, that could be identified as internal to the 
CMO scheme (unlike Member States’ implementation decisions) and external ones as well 
(structural factors, and historical and cultural factors). The result of these different paths is 
a strong heterogeneity among Member States’ organisation rate, especially between 
Northern and Southern countries in the EU, as well as between new and old Member 
States. At average EU level the rate of organization in F&Vs is about 34% (EU-25), very far 
from the objective of 60% established by the CMO.  

Moreover, empirical evidence shows how only in certain territorial or productive areas, POs 
have managed to take on the role required by the market, albeit with great difficulty. It 
above all happens in those areas with a strong cooperation ground and characterized by 
the spreading of more competitive and more export-oriented undertakes than other areas. 

In order to further improve the attractiveness of POs, the last CMO’s reform of 2007 
provided to make them more flexible in their operation by introducing some new elements 
(product range of a producer organisation; the extent of direct sales permitted and the 
extension of rules to non-members; permitting associations of producer organizations to 
carry out any of the activities of their members and permitting the outsourcing of 
activities). At the same time it provided for a wide range of tools for crisis prevention and 
management to be carried out through POs, as well as more incentives to mergers of POs 
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and associations of them, and to those regions with a particularly low level of organisation 
rate, etc.  

Notwithstanding several difficulties in the POs’ development path, the EU experience 
however confirms the validity of the association model, as maintained by COPA-COGECA, in 
which opinion “the intervention of F&V POs on the market does not only benefit their 
associated producers, but all producers in the sector”.  

INEA survey suggests that the strategic role of POs has been particularly effective in 
coordinating, within the operational programme, the actions aimed at planning of 
production, improving product quality and marketing as well, and environmental actions. 
Product quality, private standards and other certification, as well as other component of the 
marketing-mix are differentiation strategies that aim at increasing the economic value of 
products and may lead to gain a position of advantage in the market, which means that 
POs have to take the behaviour of buyers into account.  

The new competitive strategies require the adoption of an organisational model which, in 
the current setup of agro-food markets, moves towards more and more stringent forms of 
integration, based on the high contractual strength applied by large-scale retail. The 
consequence of this is a change in power relations on the market with agriculture in an 
evident position of weakness, caused by the fact that growing concentration applied by 
large-scale retail is in contrast with the persistent fragmentation of agricultural production. 
This puts the great problem of coordination within the supply chain at the heart of the 
question. 

Summarizing, producer organisations can constitute a valid and useful counterweight by 
taking up a strategic role in restoring balance to market relationships, acting as a 
contractual power and for redistributing added value, while contributing towards 
transforming forms of economic dominion into models of cooperative behaviour. For this 
reason and in consideration of the opinions of most interviewed POs in INEA survey as well 
as of the other stakeholders, we agree on the need of maintaining POs’ framework and 
their relevant tool, as operational programmes, however introducing some adjustments in 
functioning rules, for example through their major simplification. 

Furhermore, a suggestion could be the introduction of a top-up on the Community aid as a 
form of premium for commercialisation of quality products. 

On the other hand encouraging sizeable POs, able to cope with large-scale retail, put a 
problem in terms of competition rules, around which an intense debate has developed. 
 

Competition rules 

The agricultural sector is subject to the EU's competition rules under a special regime for 
agricultural products. The major complexity of the relations between actors along the 
supply chain has contributed to highlight the controversial relationship between competition 
rules and agricultural policy, on which a wide debate at political and scientific level has 
developed. In particular, the debate focuses on the issue of agricultural exemptions to 
competition rules and on the need to adapt competition rules to the specificities of the 
agricultural sector. Within the public debate on competition policy two issues seem to be 
particularly relevant: the increase of bargaining power of large retailers and their 
contractual relations with the upstream actors.  
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Although competition law impose restrictions to farmers’ agreements, there is however the 
opportunity for POs to operate as cooperative organisations, recognised by European 
Courts as pro-competitive structures, which may collectively negotiate. EU competition 
rules view such agreements favourably if the farmers involved in these forms of 
cooperation do not collectively hold a level of market power such as to restrict competition 
in the market to the detriment of consumers. As this regard, the recent “Milk Package” has 
proposed a quantitative limit (market share) which would allow negotiations between 
producer organisations, ensuring at the same time market competition. The market share is 
evaluated on the “relevant market” and the discussions showed that it is not easy to assess 
what the relevant market is. 

Considering the weak bargaining power of the F&V producers, current competition rules are 
too unfavourable towards them. As this regard it is worth highlighting that the Single CMO 
Regulation provides not only the concern about the abuse of common rules, but also the 
“dominant position” concern. This concern differs from other experiences abroad where 
only the abuse of dominant position is hindered. 

Within the public and scientific debate there seems to be a common agreement on the need 
of a development of competition rules, better addressed to rebalance farmers’ bargaining 
power towards a sole large retailer. 
 

6.3.  Current features and possible changes of EU external 
protection for F&V producers  

The EU trade regime for F&V is rather complex and its measures are set differently 
according to products, partner countries and seasonality. This is also the outcome of 
different - and sometime conflicting - objectives stated in the EU trade policy for the sector: 
protection and stabilization of revenues of EU producer of F&V; large and differentiated 
supply of F&V products to EU consumers at reasonable price; integration of the import 
regime within the international relationships that the EU is promoting, particularly with 
developing and neighboring countries. 

Export refunds (ER) for F&V have been phased out in 2007. This move made EU’s support 
to export competitiveness in line with WTO recommendations and has had impacts on EU’s 
F&V export that are as limited as support was. Impact on the overall EU domestic market 
should be of some relevance only for oranges and lemons, which absorbed, respectively, 
more than 58% and more that 17% of overall expenditure for ER. 

External protection remains a cornerstone of the set of measures supporting EU F&V 
producers and it is mainly based on tariffs and an entry price system (EPS). The EPS works 
by adding surcharges (MTE) to the normal tariff whenever the import price is detected to 
be below a defined level (triggering entry price - TEP). Tariffs, TEPs and MTEs change 
during the year according the seasonality of EU production. Also tariff rate quotas, covering 
preferential agreements with several countries, and sanitary and fitosanitary measures are 
relevant for the purpose of external protection. 

In the current scenario, while tariffs are already fairly low if compared with other 
agricultural products, the amount of MTEs is high enough that they can be seen as 
prohibitive tariffs, capable to make still effective the entry price as a minimum import price. 
However, the functioning of such a protective system is weakened by the methodologies 
adopted for monitoring of compliance with entry prices – which often allow organized 
importers to avoid to bump into the TEP and avoid the payment of the MTE – and also by 
preferential agreements with several countries. 
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Trade preferences are very relevant in F&V trade of the EU, in terms of both import flows 
and concessions on tariff and non-tariff measures, although preferential treatments are 
sometimes bound by tariff quotas restricting concessions to predetermined quantities. The 
major preferential trade concessions for fresh F&V relate to agreements with Mediterranean 
partner countries (MPC), most relevant due to both overlapping production calendars with 
EU domestic production and weight of import flows. Trade concessions normally consist of 
reduced or zero tariffs, often bounded within TRQs, for a set of products defined for each 
country. Lower entry prices occur only in favour of few F&V products coming from some 
MPCs. Preferential conditions are also granted to African, Caribbean, and Pacific countries 
(Cotonou agreements), other developing countries involved in the GSP, as well as 
fr/Yugoslavian countries. 

After the phasing out of export subsidies, and considering the relatively low level of tariff 
protection, the main issues related to F&V trade policy consist of potential changes in the 
EPS and preferential quotas. Assessing future changes in the EPS as a result of the Doha 
Round, as well as of the deepening of bilateral agreements, needs to take into account the 
actual profile of EU’s trade partners. The EPS is of lesser importance for off-season 
providers, while on the Mediterranean scene entry prices and tariff-rate quotas can still be 
useful tools for stabilizing domestic prices, as well as for easing integration between 
Southern EU and Mediterranean Partner Countries (MPCs).  

The inclusion of improvements of political-diplomatic relationships with several developing 
countries among the objectives of EU trade policy for F&V implies that a sort of protection, 
through preferences, has been granted to the competitive advantage of these countries on 
the EU market. Therefore, although the EPS, as a non-tariff barrier, is certainly going to be 
seriously challenged in the current round of WTO negotiations, the EU could argue in favor 
of the maintaining of the system also in the view of preserving preferences to MPCs from 
the risk of erosion, a position that could be defined in the context of wider deals between 
the EU and MPCs. 

Another important guideline for WTO negotiations could be the pursuit of a careful selection 
of sensitive products/months/partners as a guideline for the trade deal. Studies reviewed 
suggest that only in some cases entry prices are effective in influencing the trade pattern 
and stabilizing domestic prices. Most studies agree on showing that the EPS is relevant for 
the import of artichokes, courgettes, cucumbers, lemons, plums and tomatoes, while the 
impact would be lower for apples, clementines and pears; and least relevant for apricots, 
mandarins, oranges, peaches and nectarines and table grapes. This might make room for 
reductions, or even phasing outs, for products where the impact of the EPS is negligible, 
while the EU should ensure that protection is granted to those products that are considered 
sensitive – that is, where the system actually helps to stabilize prices and avoid import 
surges – until a careful impact analysis. This would particularly hold for those seasons 
where overlapping exists for production in Southern EU regions and MPCs areas. These 
principles are also in line with previous recommendations made by the EESC and COPA-
COGECA. 

It is also worth recalling that both the “finer tuning” of the EPS and the necessary 
improvement of border controls for managing the most sensitive liberalization issues would 
also call for a deepening of the analytical capacity to assess market prices and volumes. 
More generally, as far as border controls are concerned, a last recommendation relevant in 
the WTO context is the need of an effective use of the mechanisms foreseen in the WTO 
agreements to defend the competitive position of EU produce while careful moving towards 
trade liberalization. Such measures include (i) antidumping and safeguards, from the 
defensive point of view, and (ii) the resort to the SPS and TBT agreements when unjustified 
barriers are applied in third partners. 
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However, as also the discussion on WTO perspectives suggests, the progressive opening of 
EU markets for F&V will mainly proceed on the basis of preferential deals, with WTO 
multilateral discipline providing a consistent framework. As far as preferences are 
concerned, although those ones referred to F&V are of interest for a wide set of partners of 
the EU, the hot issues are mainly on the Mediterranean side. Trade deals with non-Med 
partners will go on with the slow pace of tariff dismantling which is already set up in the 
framework of the agreements with South Africa and Chile and will be embodied in the 
agreements coming out from the recently re-launched EU-Mercosur negotiations, while the 
Mediterranean scene will need both more care and a strategic view on many policy 
dimensions. 

Here, both historical trading and political ties, as well as ongoing troublesome political 
changes, call for a strategic, long-term view of Mediterranean agriculture allowing for 
developing synergies between both shores of the Mediterranean. This long-term view 
certainly includes trade policy issues, but also lines of CAP reform, including the single 
payment scheme. On the trade side, suggestions previously summarized for the WTO 
context particularly hold in the Mediterranean context: insuring a slow expansion of tariff 
rate quotas, maintaining a preference margin for MPCs, accurately selecting products to be 
handled as “sensitive”, keeping the EPS in place for sensitive products - and, just as a 
device of statistical surveillance, also for other F&V products - improving border controls, 
monitoring of prices and quantities, and the use of safeguard clauses. 

Although a successful Euro-Mediterranean integration calls also for appropriate trade 
measures, the process of coordination and economic integration with MPCs will require 
attention to domestic policies too. The CAP’s single payment scheme might have been (and 
might be) helpful to soften the social impacts of adjustments to a more open trading 
environment, but it is less effective to guarantee a sustainable development in rural areas. 
Territorial policies supporting organization, business oriented practices, knowledge creation 
towards sustainable practices, keep being advisable in the F&V sector, as the main 
weaknesses of F&V producers and, often, of their POs lie in the capability of entering the 
most dynamic EU-based retail segments. 

The strategic view to strengthening the EU competitive position through continuing support 
to POs is based also on the understanding that POs are an effective way to increase 
collaboration between growers and other members of the supply chain. This puts POs well 
oriented to partnership with the most dynamic retail segment in the best position to gain 
from liberalization. The specific aid regime for F&V should therefore be maintained with a 
better orientation of resources and programs towards the promotion of a culture of 
management, business orientation and the achievement of larger POs. In such a policy 
context cooperation of POs with marketing and producing organizations in MPCs could be 
further encouraged. 
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