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1. Introduction

Over the last few years users have become increasingly aware of the “quality” of food
products — organoleptic and nutritional characteristics, production techniques used, related level of
safety, etc. — and a wide range of regulatory measures aimed at increasing the level of assurance
and reducing the risks associated with foods have been taken. This has led to major changes within
the agro-food industry.

On the one hand, the regulatory actions taken at Community level have become more
frequent and targeted following actual food “crises” (BSE, dioxin, ...), and have made growers
progressively comply with higher quality and health standards, better check all production phases
and have made them feel an increasing sense of responsibility for the marketed products and the
adopted production systems.

On the other hand, and together with the regulatory measures, a great drive towards the
qualification of products and production processes has come directly from users and food distribution
chains (GDO). The latter, in their efforts to qualify and differentiate their own products by offering
increasingly higher assurances to end-users, and to ensure that their own suppliers comply with
certain standards, have put forward spontaneous certification schemes and protocols, which are
expected from producers as an essential requirement in order to market with that named retailer.
This is the case for such standards as IFS and BRC, favoured by the main German and British
distribution groups, and also for all the protocols such as “controlled quality” and “controlled
production chain” promoted by all the main European food distribution chains.

Apart from these schemes, put forward/required by retailers, there is a high number of
initiatives promoted by producers and/or public bodies at national, regional or local level, aimed at
differentiating the types of production by enhancing some distinctive features. It is the case of all the
quality brands linked with the territory of production, or with the peculiarity of the production
process, and so on, which are to be found in a particularly high number in most EU Countries.

The “privatistic” and spontaneous nature of these protocols, and the lack of uniform
reference regulations, has as a matter of fact made them develop in a high number, at times with
the slightest differences among one another. As a consequence, there has often been confusion
within the market and among users, and producers — in the case of protocols required by retailers -
have been forced to comply with different standards in order to sell their products on different
markets.
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2. Study objectives, scope and structure

This study aims at providing a deep analysis of what has been going on in the EU Agro-Food
industry as to Quality Assurance Schemes (from now on called, for the sake of simplicity, QAS?), as
well as identifying, in this area, some possible political regulatory actions, aimed at giving the system
a Community framework.

In the light of this final objective, a series of intermediate objectives has been identified,
specifically:

- Devising a framework that describes the situation and the dynamics of change in the food supply
chains within the EU Countries chosen.

- Defining the regulatory, institutional and political framework in which the food supply chains are
to be found.

- Identifying and analysing the political, economic, social and technical drivers of change which lay
the foundations for the dynamics of change in the supply chains.

- Identifying the relevant QAS within the different Countries, describing them and carrying out a
comparative analysis, aimed at highlighting overlappings and variations among the different
schemes.

Analysing the possible political-regulatory actions aimed at giving a Community framework to the
quality certification and assurance systems in the agro-food industry.

The whole study covers seven EU countries (Spain, France, Denmark, Finland, Sweden,
Czech Republic and Poland). For six more countries (UK, Italy, Germany, Belgium, Netherlands and
Latvia) a less deep analysis is provided only based on bibliographical information and data, and only
focused on the QASs.

As for the QASs, the study covers all the quality labeling and certification schemes which are
not already regulated at the EU level, and specifically:

- all the quality labelling and certification schemes regulated at a national / regional level;

- all the quality labelling and certification schemes promoted by private economic subjects
(including schemes promoted by farmers’ or processors’ associations, retailers, consortia of
retailers, etc.)

- the ISO schemes, if relevant for food production and distribution.

Schemes regarding PDO/PGI production, as well as organic production, and more generally all the
schemes which already have a EU framework, are not considered in this study.

The study is divided into tasks. Each task is devoted to a part of the analysis and therefore
to a certain section of the outcomes presented here. A brief outline of the content of the different
tasks helps grasping how the whole study and the summary are organised:

- Task 1: Analysis, on a bibliographical basis, of QAS in six EU Countries (UK, Italy,
Germany, Belgium, the Netherlands and Latvia)

- Task 2: Direct analysis of the “system” of QAS in seven EU Countries (Spain, France,
Denmark, Finland, Sweden, Czech Republic and Poland). Task 2 is divided into:

o Task 2.A: Analysis of the general configuration of the food supply chains in the
seven countries.

! Quality Assurance Schemes.
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o

o Task 2.B: Analysis of the institutional, legislative and political framework in the
seven countries.

o Task 2.C: Analysis of the food supply chains dynamics and their drivers of
change in the seven countries.

Task 2.D: Analysis of the QAS in the seven countries.

- Task 3: SWOT Analysis of the QAS in the seven countries

- Task 4: Interviews to the stakeholders, regarding the QAS system in the EU.

- Task 5: Summary of the study results (final report).

The summary of the study outcomes presented is composed as follows.

Structure

The description of the objectives and the field of application is followed by some notes on

methodology and sources, and then by the description of the actual outcomes. This is divided into

three parts:

The first part describes the framework situation of food supply chains in the involved
Countries, as well as their economic, political, regulatory and institutional context.

The second part describes the framework of QAS within the same Countries, and
analyses the existing system.

The third part describes the outcomes of the SWOT analysis carried out over a certain
number of relevant QAS, in order to identify the most interesting aspects, in terms of
pros and cons, both for the individual schemes and for the system as a whole.

The fourth part describes the outcomes of the interviews carried out with a select
number of stakeholders all over the EU, with the aim of analysing their stances on the
issue tackled by the study, as well as their opinions on possible political-regulatory
actions.

The report ends with some recapitulatory and final remarks on the carried-out analysis, as
well as with some desirable actions at Community level, aimed at improving the present system
against a series of desirable objectives.
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3. Notes of theoretical references, methodology and sources
3.1 Theoretical references

The methodology adopted for the study is centred on a systemic approach?. Accordingly, the
fundamental investigation units used as reference within the study are to be found in:

e the “agro-food system” (AFS);
e the “food supply chain” (FSC).

The agro-food system (AFS) concept taken into consideration basically refers to the one —
all-known and established - by L. Malassis®>, who defines AFS as the portion of a socio-economic
stem that satisfies the food needs of the system itself.

Within the AFS the following subsystems can be found:

e agro-industrial subsystem, or “agro-food production as a whole”, made up by the agricultural
sector and by the food industry;

e food distribution subsystem (in a broad sense), made up by the commercial distribution and
catering sectors.

The AFS relates both with the sectors dealing with production factors and the services that
keep it operating, and obviously with the end-users of agro-food products, which are the raison
d’étre of the AFS. The evolution of food consumptions is one of the main factors of change of the
AFS, and is in turn influenced, in @ more or less relevant way, by different kinds of drives (those
related with communication, for instance) coming from the AFS components.

An AFS can be studied in detail by splitting it vertically into 7food supply chains (FSC's). A FSC
is made up by the totality of agents (companies and administrations) and (production, allocation,
financing) activities that participate in the making and transfer of a product (or of a group of
products) at the final stage of use; this totality also encompasses the flow regulation mechanisms for
production factors and products.

Studying a FSC means investigating:

e the FSC components (companies and administrations) working at several levels (agriculture,
processing, retail) of the creation and transfer process at the final stage of use of the
product (or group of products) that defines the same FSC;

e the horizontal and vertical relations taking place among the above components (competition,
collaboration, coordination, integration relations, etc.).

When investigating an AFS and/or some FSC's the following are fundamental:

2 The systemic analysis is one of the most important theoretical references to build the scientific foundation of the study. It is
based on the concept of system, meant as a totality of integrating components, and the interaction is governed by appropriate
mechanisms of operation. These mechanisms influence the behaviour of the system components and the behaviour of the
system components, in turn, leads to changes in the mechanisms of operation of the same. Classic theoretical references in
this area include the works by Von Bertalanffy (General System Theory, 1956) and by P. Delattre (7eoria dei sistemi ed
epistemologia, 1984). A further important theoretical reference comes from the theories advocating adaptation of the
evolution theory for the study of systems (states, bodies, companies, associations...) that are formed by the tendency of
human beings to set up relations among one another: according to this approach, called evolutionistic, these systems (that is
the players that make it up and the mechanisms on which their operation is based) are entities that can evolve, and must be
studied during their evolution. The theoretical references in this area include the works by Hannan and Freeman (“The
population ecology of organizations”, in American Journal of Sociology, no. 82-1977) as well as by Nelson and Winter (An
Evolutionary Theory of Economic Change, 1982).

3 The main bibliographical references in this area are: L. Malassis (1973): Economie de la consommation et de la production
agro-alimentaire, in L. Malassis (edited by) Economie Agro-alimentaire, Paris, Cujas; L. Malassis and G. Ghersi (1996):
Economie de la production et de la consommation - Méthodes et concepts, in L. Malassis (edited by) 7raité d’Economie Agro-
alimentaire, Paris, Cujas.
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e strategic and organizational studies on companies and systems of companies;

o the study of regulations on the food production and distribution activities.

To carry out production chain studies al national level within an increasingly “globalised”
economy in a scientifically correct way, the importance of transnational relations in defining the
structure and functioning of AFS and FSC must be duly considered. Thus, within the study, reference
will be made to the so-called “Chain Global du Valeur” (CGV)* approach, developed by sociologists,
geographers and economists from an institutionalist school, based on the studies carried out by G.
Gereffi. CGV's are defined as “inter-organizational networks” built around a product, which connect
companies and Countries in the world economic system. A CGV features four main dimensions:

1) an input-output structure, which can be identified with the classic conception of production
chain (which is composed of a sequence of activities and material flows);

2) a geographical structure with a variable degree of spatial dispersion or concentration
(territorial dimension of activities that make up the production chain);

3) a governance system, given by the relations of strength which determine the allocation of
financial, material and human resources within the CGV;

4) a socio-institutional context, made up by the regulations and values which help structuring
and regulating the relations developing within the CGV.

Specifically, given that the study objectives were centred mainly on the QAS system, the
analysis of FSC's was not carried out in great detail, that is a very “sharp” horizontal segmentation of
the AFS was not adopted. The production chain analysis in this case introduces the subsequent
investigations on the QAS, that is why a too detailed examination of the supply chains would have
led to un uselessly weighty analyses.

In this study, the production chain analyses introduce the subsequent investigations on
quality certification and labelling systems. Hence, the very sharp horizontal segmentation of the AFS
hypothesized was not in line with the final objectives, as it would have meant very weighty,
unfocused production chain analyses, not related with the following parts of the study.

Instead, the approach chosen for the production chain analyses is based on two main
elements:

1) carrying out, for each involved country, a preliminary investigation to set the structure and
operation of the AFS as a whole, focusing on the most relevant aspects for the following
investigations on QAS;

2) identifying the peculiarities of specific production chains, focusing on the most relevant
aspects for the following investigations on quality certification and labelling systems in force.

As for the study of systems to ensure and “communicate” quality to end-users and/or
customers along the FSC, the theoretical reference is made up by the main and most recent
approaches to quality to be found in literature. In particular, the recently disclosed approach by
Grunert’, who singles out four different “typologies” of quality, based on the starting “point of view”
to observe and assess the quality of a product.

* The references in this area include G. Gereffi and M. Korzeniewicz Commodity Chains and Global Capitalism, Praeger,
Wesport, CT(1994), as well as G. Gereffi and Raphael Kaplinsky (edited by) “The value of value chains: spreading the gains
from globalisation”, IDS Bulletin, special issue, 32, 3, July, Institute of Development Studies, Sussex University (2001).

5 See for example Grunert K.G. (2001), Perception of food quality — Expectations, inferences and process characteristics. Food
Chain 2001 Safe-Sustainable Ethical Programme Conference, Uppsala, Sweden, 14-16 March 2001.
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1. Product-orfented quality. 1t is the quality assessed according to the product (finished or
semi-finished product) characteristics. It encompasses all the product physical and organoleptic
aspects, which if considered as a whole, help identifying and completely describing it (shape, colour,
sugar/fat/other content, etc.).

2. Process-oriented quality. It describes the quality aspects related to the
production/transformation systems and methods used for the food product in question. Such aspects
— which for instance include or exclude the use of certain integrated/organic production techniques
at agricultural level, the use of certain substances during product transformation, etc. — do not
always and necessarily affect the finished product physical and organoleptic characteristics.

3. Quality control. 1t refers to the presence of quality standards which the product (or the
production process that created it) must comply with to be classified as belonging to a certain, duly
defined, quality category or class. Standards may refer to product or production process peculiarities;
yet — unlike product-oriented and process-oriented quality — the qualitative dimension of guality
control does not consider the quality “level” of product or process, it rather focuses on possible
reference “standards” (protocols or other) according to which products or processes are assessed.

4. User-oriented quality. 1t is the quality observed and assessed from the point of view of
users — both end-users and intermediate customers — and therefore a perceived quality. As such, it is
a subjective greatness because it is linked with a series of elements that are closely related with the
consumer (broadly speaking, social, economic, cultural aspects of users).

Unlike the last concept described, the first three quality concepts have an objective nature®
because they can be assessed using precise and well-defined product characteristics, of raw
materials or the production process chosen, and allow a single judgement of a certain quality aspect.

The abovementioned quality typologies are linked by different interrelations. Specifically,
user-oriented quality is influenced by all the three qualities we defined as “objective”, being the fruit
of the product own characteristics (and consequently of the related production systems and
processes), as well as of a series of factors that are independent from the product, and directly
linked with users, who assess and judge this product before deciding what they are going to
purchase (see fig. 1).

® Please note that there exist — in the area of “objective” quality criteria — some greatnesses which to date cannot be
measured and quantified objectively, in particular as regards the product and process oriented quality (certain product quality
characteristics are “objective” yet cannot be completely “qualified objectively”). Hence, the abovementioned are to be
considered quality aspects that can be defined as “objective” because the are non subjective, that is independent from the
purchaser/chooser/user.
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The approach described above is used as a theoretical basis to situate the “quality” problem
in all its aspects (quality of processes, quality of products, quality control, quality as perceived by
customers), as they are considered when assessing the different QAS.

In order to take into account the dynamics of food demand and therefore the fundamental
The role played by end-users in affecting the QAS system, the abovementioned wuser-oriented quality will

theoretical be carefully described.
approach to

the study of This area will focus on the main theories related to quality perception on the part of users
consumers’  and in particular to multidimensional approaches, which identify perceived quality as the fruit of a
behaviour wide series of features or attributes of various nature that characterise the product. Within these

attributes, which determine whether the product will be able to meet the needs of users, the
following distinctions are made:

- according to the "intrinsic” ed “extrinsic” nature of attributes: these attributes are directly
linked with the product and cannot be changed from the outside (intrinsic attributes: for instance
colour, taste, size, shape, production system, origin, etc.), or on the contrary, not directly linked
with the product and part of it, but “applied from the outside” (extrinsic attributes: for instance
price, packing, brand, etc.).

- according to the knowledge level the user can have of the different attributes and Aow the
latter can be known or perceived when deciding what to purchase. In this perspective, the
following can be singled out:

v’ “Search attributes": product characteristics that can be identified and recognized from
the outside when choosing the product (ie. look, price, variety, etc.). Within this
category of attributes, a further distinction can be made among the so called “intrinsic”
and “extrinsic” characteristics of the product (see following diagram).

10
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v' “Experience attributes’: characteristics which are not directly perceivable when the
product is chosen, but become so when it is consumed (ie. tasteful, solid, easy/quick to
prepare, etc.), and users decide whether or not they will consume that product again.

v’ “Credence attributes”: product characteristics which are not perceivable when the
product is purchased or consumed, and which users cannot personally and directly
assess. It is for this typology of attributes that the matter of #rwust required of users
becomes fundamental, and so does the role of information provided in order to bridge
this sort of “knowledge gap” on the part of consumers. The category of credence
attributes includes all the characteristics related to production places and systems, use of
certain substances, level of safety in a broad sense linked with the product.

The following is a diagram of what was described above.

Intrinsic characteristics

When purchasing the product (look, ie. colour, shape, smell, hardness, etc.)

(“search attributes”) Extrinsic characteristics

(brand, packing, information on origin or production
place, purchase place, price, product certificates, etc.)

After consumption Attributes that can be experienced

(“"experience attributes”) (tasteful, savoury, tender, sweet, easy to prepare, etc.)

Attributes related to trust

Neither before nor after (health, salubrity, nutritional value, environmentally
consumption friendly production, production respecting animal wellbeing,
ethical aspects of production process, presence/use of GMQO's,
social responsibility, various aspects concerning social,
economic, cultural impact of production process)

“credence attributes”

For information on the specific methodology used when carrying out the individual parts of
the analysis, please check the relevant chapters.

3.2 Specific methodological approaches

Following the theoretical references described in the previous paragraph, during this study
specific methodological tools were used according to the needs of the different tasks.

As to the QAS analysis required in tasks 1 and 2, a format was created to characterise each
scheme, containing qualitative information (scheme name, reference Country/ies, reference
regulations, proposer typology, etc.), technical information (specific fechnical requirements included
or not in the scheme), and quantitative information, where available, on the dissemination of the
scheme in terms of number of certified companies, that is the percentage of companies and certified
products out of the national companies/production.

11
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The investigated schemes, analysed by means of the above format, were identified and
selected according to several criteria. Within each Country, with the limitations due to the field of
application of the study (see chap. 2) the schemes now existing and relevant to the agro-industrial
sector were taken into consideration, in terms of:

- Number of certified companies under that specific scheme and/or percentage of certified
product out of the total production in the Country or reference area;

- peculiarity or originality of the scheme as compared with other initiatives on the market.
Schemes that were not “quantitatively” relevant but were innovative, took anyhow part in the
analysis.

The format adopted to describe the QAS’s included in task 2 was used identically to
investigate the seven EU Countries involved in the study. A simplified format was chosen to analyse
the QAS's within the six Countries involved in task 1.

Predefined formats were also used for sub-tasks 2.A, 2.B and 2.C in the different Countries.
They showed the individual variables to be considered for the analysis and gave some examples on
the type of information to be collected.

The methodology used to carry out the SWOT analysis (task 3) is described in detail in the
reference chapter. In brief, the SWOT analysis is here approached from the point of view of Public
Institutions, namely the EU. This methodology analyses the existing relations among the QAS'’s and a
series of objectives and/or priorities, which the public body considers desirable within the EU food
quality system. These priorities, identified before the analysis was carried out, include: fair
competition, environmental protection, economic sustainability, correct consumer information, rural
development, food supply chain competitiveness. The analysis of the relations among these
objectives or priorities and the studied QAS'’s is based on a series of limited and detailed assumptions
that make up the heart of the whole analysis process.

Three levels of SWOT analysis are developed: type A-SWOT analysis, for each relevant QAS;
type B-SWOT analysis, concerning groups of QAS; type C-SWOT analysis, concerning the system of
the existing QAS, as working at the same time in the food supply system.

This approach helps understanding the attitude of the present system of QAS’s (individual
QAS'’s, groups of QAS'’s and the system as a whole) towards political issues related to the problem of
“quality” within the EU agro-food system.

As to the interviews (task 4), the method used is described in the reference chapter (see
chap. 4.6). In brief, around 200 stakeholders were chosen within the EU-25, belonging to different
typologies (Public Institutions, Retailers, Producers and their Associations/Federations at national and
EU level, certifying bodies), and asked to fill out a questionnaire — differentiated according to the
category of stakeholder — aimed at analysing the factors of interest.

12
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4. Study results

4.1 General configuration of the food supply chains

This section summarises the main findings of the study about the general configuration of
food supply chains in the seven selected Member states.

The research is focused on the aspects that are closely connected with quality assurance and

labelling systems.

The structure of the agricultural and food system of the seven selected Member States is
analysed in a simplified way by identifying some food supply chains on the basis of a horizontal
segmentation of the system itself. The food supply chain that are considered in the study for each
Member State are the ones reported in the table below.

Food supply chains Member States
France Spain | Denmark | Sweden | Finland | Czech R. | Poland

Cereal products X X X X X X X
Fruits & vegetables X X X
Olive oil X

Wine X X

Milk & milk products X X X X X
Meat X X X X X X X
Fish X X X X X

The vertically linked subsectors forming the food supply chains in question are aggregate
macro-entities which cannot be deemed perfectly homogeneous from the economic and technical
point of view.

Given this limit, the concentration data and the information about the situations of
dominance described in this document are to be considered just as usefu/ indications. A scientifically
rigorous analysis of the concentration and competition would require a very accurate horizontal
segmentation of the agricultural and food system in order to identify the product and geographical
markets. However, such an analysis would be incompatible with the conciseness required in this
research, which has no antitrust objectives.

4.1.1 Structure of food supply chain levels and of their components

4.1.1.1 Food consumption structure

Table 1 below highlights the differences existing among the consumers of the seven selected
Member States as far as purchasing power and importance of food expenditure within total
household consumption expenditure are concerned. Broadly speaking, the selected Member States
can be divided in three groups:
e the Scandinavian countries, where purchasing power is above and % importance of food
expenditure is below the EU-25 average values;
e France and Spain, where purchasing power is more or less in line and % importance of food
expenditure is above the EU-25 average values;
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e Czech Republic and Poland, where purchasing power is consistently below and % importance
of food expenditure is significantly above the EU-25 average values.

Table 1 - Food consumption structure

Czech EU-

Relevant features France | Spain | Denmark | Finland | Sweden Poland

Gross Domestic Product
(GDP*) per capita in
Purchasing Power 110,3 97,5 121,8 115,9 116,5 72,3 48,4 | 100,0
Standards (PPS**) -
2005***

Expenditure for food
and non-alcoholic
beverages: % share of
total household
consumption
expenditure - 2003

144 | 16,0 12,5 12,8 12,3 17,0 19,4 | 13,1

Source: Eurostat

*GDP is the value of all goods and services produced less the value of any goods or services used in their
creation

**The volume index of GDP in PPS is expressed in relation to theEU-25 average set to equal 100.

***Forecast

The Scandinavian countries are also characterised by a particularly high level of education.

4.1.1.2 Food distribution structure

Table 2 below shows that in the food distribution sector a particularly high degree of
concentration has been reached in the Scandinavian countries and in France. In all these countries,
and also in Spain, large-scale retail chains, with their typical outlets (hyper- and supermarkets; hard
discounts), have come to dominate the sector, at the expense of traditional small-scale retailers. In
the Czech Republic and in Poland, for which comparable concentration data were not available, the
expansion of large-scale retail at the expense of traditional retail operators is also underway.

Table 2 - Food distribution structure

Relevant features France Spain Denmark Finland Sweden

Concentration 2003 (CR-3* index) 64,0 44,0 78,0 80,0 95,0

Source: Grievink J.W., "The changing face of the global food industry’, Presentation at the OECD Conference,
The Hague, 6th February 2003.
*CR-3 is the concentration ratio (relative to 100%) of the top 3 firms in the food distribution sector.

4.1.1.3 Food industry structure

Table 3 below compares the concentration levels that characterise the various food industry
subsectors that have been studied in the seven selected Member States.

Broadly speaking, smaller countries show a more concentrated food industry structure than
bigger countries. Concentration is particularly high in the Scandinavian countries, while it is generally
modest in France, Spain and Poland, with the Czech Republic in an intermediate situation.

The milk and milk products subsector in France and the olive oil subsector in Spain represent
two relevant exceptions.
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In the Scandinavian countries and in the Czech Republic manufacturers’ branded products
dominate the market especially in the case of cereal products and milk products; in France and Spain
these products control high market shares for milk products, wine and olive oil, while in Poland the
milk products market is the only one that features a prevalence of manufacturers’ branded products.

Unbranded goods dominate the fruits and vegetable market in France, Spain and Poland.
The meat market is dominated by unbranded goods in the Czech Republic and in Poland, while in the
other countries this market is more or less equally split between manufacturers’ branded products
and unbranded goods. The fish market is characterised by the prevalence of unbranded goods in
France and Spain; on the contrary, in the Scandinavian countries manufacturers’ branded products
dominate the fish market.

Table 3 - Food industry structure: concentration (2005)

Czech

Subsectors France | Spain Denmark | Finland | Sweden R Poland
Cereal products (CR-3* index) 21,5 15,3 49,7 55,1 54,7 41,3 22,3
Frmts and vegetables (CR-3* 23,0 16,4 29,2
index)
Olive oil (CR-3* index) 40,3
Wine (CR-3* index) 22,4 24,7

i i et 3

::!II;;)M milk products (CR-3 40,2 26,7 76,8 25,7 18,7
Meat (CR-3* index) 20,8 20,3 62,2 53,3 57,7 30,9 25,4
Fish (CR-3* index) 13,9 11,5 48,2 35,3 57,0

Source. Food For Thought (FFT)
*CR-3 is the concentration ratio (relative to 100%) of the top 3 firms in each subsector.

4.1.1.4 Agricultural sector structure

Table 4 below highlights the different importance that the biggest farms have in the agricultural
sector of the seven selected Member States.

The agricultural holdings with an economic size above 100 ESU (European Size Unit = 1,200 Euros)
control the majority of both agricultural land and livestock in Denmark and in the Czech Republic,
and significant portions of both in France, Spain and Sweden. In the Finnish agricultural sector, on
the contrary, the biggest farms have very limited importance. No comparable data were available for
Poland, whose agricultural sector is anyway characterised by a relatively limited importance of the
biggest farms, especially as far as livestock rearing is concerned.

Table 4 - Agricultural sector structure

Relevant features France Spain | Denmark | Finland | Sweden CZ:Ch
Holdings with an economic size > 100
ESU*: % share of total number of 12,6 2,1 24,5 19 6,3 5,2
holdings (2003)
Holdings with an economic size > 100
ESU*: % share of total agricultural area 32,5 19,4 59,4 4,2 18,9 81,2
(2003)
Holdings with an economic size > 100
ESU*: % share of total livestock (2003) 34,7 46,5 80,3 18,1 43,3 83,6

Source: Eurostat

* ESU (European Size Unit = 1,200 Euros): index that measures the economic size of the agricultural holdings
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With regard to primary fish production, aquaculture plays a relatively limited role in Spain, Denmark
and Sweden, which rely mainly on the activity of their fishing fleets; aquaculture has a greater
importance in France and plays a preminent role in Finland.
Some relevant features of primary fish production are highligted in table 5 below.

Table 5 - Fisheries and aquaculture

Relevant features France Spain Denmark | Finland Sweden
Fishing fleet: average tonnage per vessel
(tons) (2002) 28 35 26 6 25
Aquaculture vs total fisheries production: %
share of aquaculture (2003) 41,3 19,7 26,2 80,0 121

Source: Eurostat, "Fisheries, Yearbook 2003".

4.1.2 Horizontal and vertical relations and adjustment mechanisms within the food
supply chains

4.1.21

Horizontal relations

This paragraph summarises the main qualitative indications that emerged in the study about:

e the type of relations between firms within the same food supply chain level (i.e. competition
/ cooperation among firms);

e the presence / absence of firms (or groups of firms) in a dominating position within a
particular sector or subsector.

The relevant features of the agro-food systems of the seven selected Member States are highlighted
in table 6 below.

Table 6 - Horizontal relations

Relevant France Spain Denmark Finland Sweden Czech Poland
features Rep.
Horizontal co-
relations . purchasing potentially operatives; purchasing
o potentially L A
within the L groups of | dominating co- purchasing co- groups of
dominating L . .
food fi small firm; co- operatives groups of operatives small
A irm . . .
distribution retailers operatives small retailers
sector retailers
Horizontal no 1 subsector 2 2 2 no no
relations subsectors | subsectors | subsectors
L. subsectors out of 7 subsectors | subsectors
within the - . out of 4 out of 3 out of 3 - -
. with with . . . with with
main food - N with with with . .
. dominating | dominating L N L dominating | dominating
industry . dominating | dominating | dominating )
firm firm . . firm firm
subsectors firm firm firm
Horizontal
. co- co-
relations operatives; | operatives; agricultural
within  the apriculturall apriculturall co- co- co- groducers'
main 9 \ 9 . operatives operatives operatives P
. producers producers groups
agricultural FOUDS FOUDS
subsectors group group

At the food distribution level of the supply chain, horizontal coordination among operators
(especially small ones) has a significant presence in six out of seven countries, in the form of co-
operative firms or purchasing groups of small retailers. A potentially dominating firm can be found in
France and Denmark only, though it must be noted that in all the seven selected Member States
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large-scale retail chains have the possibility, through concerted strategies, to exert a strong pressure
on small-scale retailers.

At the food industry level of the supply chain, dominating firms can be found especially in
the Scandinavian countries, in the meat subsector (Denmark, Finland, Sweden), in the cereal
products subsector (Finland and Sweden) and in the milk and milk products subsector (Denmark). As
far as the remaining countries are concerned, only the olive oil subsector in Spain sees the presence
of a potentially dominating firm at the industrial level.

At the agricultural level of the supply chain, forms of horizontal coordination have a
significant presence in six countries out of seven, with Finland being the only exception. The
importance of farmers’ co-operatives and/or of agricultural producers’ groups is especially relevant in
France, Spain, Denmark, Sweden and the Czech Republic. A significant presence of forms of
horizontal coordination can also be found in primary fish production, especially in France and Spain.

4.1.2.2 Vertical relations and adjustment mechanisms

This paragraph summarises the main qualitative indications that emerged in the study about:

e the type of relations between firms of different food supply chain levels (i.e. competition /
cooperation among firms);

e the presence / absence of vertical dominance phenomena within the food supply chains (i.e.
firms - or groups of firms - that are in a dominating position over firms - or groups of firms -

operating in the upper or lower level of the supply chain);

e inter-industry agreements within the food supply chains and the related institutions.

e supply contracts within the food supply chains.

The relevant features of the agro-food systems of the seven selected Member States are highlighted

in table 7 below.

Table 7 - Vertical relations and adjustment mechanisms

Relevant . . Czech
features France Spain Denmark Finland Sweden Rep. Poland

Potentially food food
dominating food food distribution distribution
firm(s) distribution distribution and food and food

P (agricultural | (agricultural processing food processing
within the producers producers (agricultural distribution (agricultural food food
relevant food may partly may partly producers ?ggefsi,?r? producers distribution distribution
supply counterbala | counterbala may P 9 may
chains nce) nce) counterbala counterbala

evels nce nce

level ) )

cereal cereal

Significant products; products;
f f ] ! fruits &

orms ° fruits & vegetables; meat; cereal cereal
vertical vegetables; ? i ’ ik ! ik cereal . . fruits &

dination wine: olive oil; milk & mi products products; products; vegetables
coon milk & r’nilk wine; products meat meat
(supply e | milk & milk
chains) P ¢ products;
meat
meat

As far as the presence of potentially dominating firms within the relevant food supply chains
is concerned, the following aspects must be noted:

1) In all the seven countries a number of firms operating at the food distribution level, namely
the major large-scale retail chains, can exert a deep influence on firms operating at the
industrial and especially at the agricultural level of the food supply chains.
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2) In the Scandinavian countries there is also a limited number of food processing firms that
can exert a deep influence on food supply chain economics, by virtue of the substantial
market shares they hold.

3) In France, Spain, Denmark and Sweden agricultural producers may (at least partially)
counterbalance the market power of large-scale retailer chains and/or large food processing
firms by means of forms of horizontal coordination (co-operatives; agricultural producers’
groups).

4) In some countries (especially in Denmark and Sweden) farmers have implemented
downstream vertical integration on a large scale, to the extent that they now control a
number of leading food processing and/or food marketing firms.

Coming to the significant forms of vertical coordination (inter-industry agreements; supply contracts)
that are implemented within the relevant food supply chains in the seven selected Member States, it
must be pointed out that while these forms have attained a great importance in France, Spain,
Denmark and Sweden, in the remaining countries they still have very limited diffusion and relevance.

4.2 Regulatory and policy environment and institutional setting

This section summarises the main findings of the study about regulatory and policy
environment and institutional setting. The research was focussed on the aspects that are in close
connection with quality assurance and labelling systems.

4.2.1 Private agreements within the selected food supply chains: regulatory and policy
environment and institutional setting

Table 8 below highlights the main findings of the study about the way in which private agreements
implemented within the food supply chains form the institutional basis for integrated quality
management and for quality regulation within the supply chains themselves.

Table 8 - Private agreements within the food supply chains: regulatory and policy environment and institutional

setting

France Spain Denmark Finland Sweden Czech Rep. Poland
Great diffusion Releyant Presence of
B diffusion of - .
of vertical vertical Vertical vertical
integration . . integration agreements
integration
contracts. contracts dominating the within the
Strong Stron ’ supply chain supply chains
presence of 9 P for meat, milk - (cereal
inter-industry _presence o and cereals Limited products
aqreements inter-industry presence of meat) 4
9 agreements vertical Very limited Very limited
- Vertical agreements . presence of presence of
im c?rzgif:e of imSIgrr]tlgﬁfzgtof integration as within the a r(:./:r:(lecr?tls as vertical vertical
hofizontal and hoﬁzontal and the basis for supply chains ?he basis for agreements agreements
vertical vertical the (cereal the
organization in | organization in developm_e_n t products) development
) - of traceability
the quality the quality svstems and of a number of
management management y uality quality
and regulation and regulation h g ithi schemes within
within the within the schemes within some supply
; - the supply >
chain chain chains chains

The most important aspects to underline are the following:
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1) A substantial presence of forms of vertical coordination (supply contracts; inter-industry
agreements) and/or of vertical integration has favoured the implementation of integrated
quality management systems and the introduction of quality regulation within the supply
chains in France and Denmark (and also, even if to a lesser extent, in Spain and Sweden).

2) The aforementioned phenomenon has not occurred significantly in Finland, in the Czech
Republic and in Poland, probably also because of the limited presence of forms of vertical
coordination and/or of vertical integration in these countries.

4.2.2

Table 9 below summarises the main findings of the study about:

e national public inquiries on food safety, quality and traceability;

¢ national regulations on food safety, quality and traceability;

e national and regional regulations providing incentives for the adoption of

assurance and labelling systems.

Table 9 - Quality assurance and labelling systems: policy environment

Quality assurance and labelling systems: policy environment

food quality

France Spain Denmark Finland Sweden Czech Rep. Poland
Intense Intense Intense
activity by activity by activity by
Ministries Ministries Ministries Increasin
and other and other and other attentiong
Institutions Institutions Institutions I Compulsory I . b f
(research; (research; (research; ntense regulations ncreasing about safety
policy ’ policy ’ policy ’ de\;il?g;ent concerning abitsfr;te;?;t
actions) actions) actions) e quality, Vi
Compulsor Compulsor Compulsor legislation in traceability controls, Recent
pulsory pulsory Pulsory | recent years standardisation -
regulations regulations regulations and safety reorganization
concerning concerning concerning in the system
quality, quality, quality, of official
traceability traceability traceability food quality
and safety and safety and safety control
High
attention on
. . traceability Efforts to Efforts .to
National and | National and . : harmonise
. - and animal Compulsory . harmonise the .
regional regional welfare requlations High Czech the Polish
incentives for | incentives for - 9 . attention on standards to
. - . : National and concerning . standards to
improving improving ] . traceability the EU ones
: . regional quality, . the EU ones as
quality, quality, . . o and animal as far as
i o incentives for | traceability far as safety
traceability traceability . - welfare safety and
improving and safety and controls
and safety and safety . controls are
quality, are concerned concerned
traceability
and safety

Among the most significant aspects that emerged are:
1) The intense activity — in the form of research and of policy actions — focused on the theme

of quality assurance and labelling systems by the national governments of France, Spain and
Denmark.

2) The presence of compulsory regulations concerning food quality, traceability and safety in
France, Spain, Denmark, Finland and Sweden.
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3) An high attention on food traceability and on animal welfare in Denmark and Sweden.

4) The provision of national and regional incentives for improving quality, traceability and safety
in France, Spain and Denmark.

5) The efforts that are being made in the two new Member States — the Czech Republic and
Poland — to increase the level of attention about food safety and to harmonise the existing
standards to the EU ones, as far as food safety and controls are concerned.

4.2.3

Table 10 below summarises the information collected about:
e public institutions presiding over quality assurance and labelling systems;
e national organisations for standardization;
e national accreditation bodies;
[ )

certification bodies.

Table 10 - Institutions presiding

over quality assurance and labelling systems

Institutions presiding over quality assurance and labelling systems

France Spain Denmark Finland Sweden Czech Rep. Poland
Ministries
Ministries (Agriculture,
Ministri (Agriculture, | Environmenta
inistries - .
(Agriculture Environment, | | Protection,
! Health, Health and
Trade and
S Industry and Common
Ministries Industry, Trade) and Welfare) and
Ministries. (Agriculture, Health); Ministries. inspection inspection
Normalization Industry, Ministries. Central Normalization o? ans o? ans
(AFNOR), Research, Normalization | Administratio (Swedish 9a 9a
o subordinated | subordinated
accreditation Health). , ns Standard A S
L o N . to Ministries. to Ministries
(COFRAC) Normalization | accreditation Provincial Institute), Food Safet (Veterina
and (AENOR), (DANAK) and | Governments | accreditation Salety rinary,
N o . . Coordination Sanitary,
certification accreditation certification . and Unit Trade Quality
bodies (more | (ENAC) and bodies Normalization | certification RO .
e . Scientific Inspection
than 30) certification , bodies .
. S Committees for Agro-
bodies accreditation
for Food and Food)
and - .
N Veterinary. Polish
certification - -
. Office for Committee
bodies
Nuclear for
Safety Standardisati
on

One interesting aspect to be noted is the high fragmentation of competences at public level which
characterises both the Czech and the Polish situation.

4.2.4 National and regional regulations on quality assurance and labelling systems

Table 11 below summarises the main findings of the study about regulations instituting
national and regional quality assurance and labelling systems.
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Table 11 — National and regional regulations on quality assurance and labelling systems

France Spain Denmark Finland Sweden Czech Rep. Poland
High High High Recent
attention attention attention reform of the Attention Attention
about quality, | about quality, | about quality, National about safety | about safety
traceability traceability traceability Quality and controls | and controls
and safety and safety and safety Strategy for
Food -
Improving
quality Attention
: : through | about quality, | First public | First public
High High administratio | traceability, Lo o
initiatives initiatives
presence of | presence of | Presence of | n, research, safety for for
national and | national and national training, ) . ) L
. . . Itation differentiati | differentiati
regional regional regulations | consu ng quality ng quality
regulations | regulations and food 94 94
chain products products
companies'
competitiven
ess

The most important aspects to underline are the following:

1) An high presence of both national and regional regulations on quality assurance and labelling
systems is limited to France and Spain (only national regulations are present in Denmark).

2) The 2004 reform of the National Quality Strategy for the Food Sector (NQSF) in Finland.

3) The start of the first public initiatives for differentiating quality products in the Czech
Republic and in Poland.

4.3

Food supply chain dynamics and drivers of change

This section summarises the main findings of the study about food supply chain dynamics
and related drivers of change in the seven selected Member States.
The research is focused on the aspects strictly connected with quality assurance and
labelling systems; the aspects of the food supply chain dynamics under consideration are those
previously illustrated in section 2.A.
As to the study of the related drivers of change, the effects of the following drivers of

change are briefly described:

1) Social and cultural drivers of change.
2) Technical and economic drivers of change.
3) Political drivers of change.

4.3.1 Food supply chain dynamics

4.3.1.1 Structure of food supply chain levels and of their components

The most relevant trends that have been found to characterise the recent evolution of the structure
of the food supply chain levels, and of the components of the levels themeselves, in the seven
selected Member States are summarised in table 12 below.
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Table 12 - Significant food supply chain dynamics: structure of food supply chain levels and of their components

Relevant

France Spain Denmark Finland Sweden Czech Rep. Poland
features
decreased
consumption increased increased increased
of food of consumption . . :
. increased decreased consumption | consumption decreased
Food animal of food of - 3 i
. S . g consumption | consumption of food of of processed | consumption
consumption origin; animal origin . . et
. of fruits & of food of animal origin | food and of of food of
structure increased and of . . - . .
. vegetables animal origin | and of fruits food of animal origin
consumption processed . .
& vegetables | animal origin
of processed food
food
expansion of
Food large-scale expansion of | expansion of
. increased retail, increased increased increased large-scale large-scale
distribution - . - - ; - .
concentration increased concentration | concentration | concentration retail and retail and
structure .
concentration, FDI FDI
FDI
Food . . . . . increased increased
. increased increased increased increased increased - ;
industry concentration | concentration | concentration | concentration | concentration concentration | concentration
structure and FDI and FDI
. olarization olarization
Agriculture, P towards P towards
fisheries and increased increased increased increased increased
; ; - small-scale - large-scale ;
aquaculture | concentration | concentration | concentration concentration concentration
farms farms
structure . .
remains remains

As far as the evolution of the consumption structure is concerned, it is rather difficult to find
significant similarities among countries, as national food consumption patterns appear to be still
strongly related to peculiar economic, social and cultural features of the countries themselves.
However, a (perhaps more potential than effective) trend towards “healthier” food consumption
habits seems to emerge in the Scandinavian countries, while in France and in Spain the consumption
of processed food has increased. No clear trends emerged for the Czech Republic and Poland, where
food consumption patterns seem however to be still heavily conditioned by the relatively low income

levels.

As far as the evolution of the food distribution structure is concerned, two quite clear evolutive
patterns emerged:
1) a further increase in the concentration of the sector where large-scale retail prevalence is
already a fact, namely in France and in the Scandinavian countries;

2) an expansion of the large-scale retail chains, together with an increased concentration and
with the entry of foreign (often multinational) operators in the sector, where traditional
small-scale retailers still hold a significant share of the market, which is the case of Spain, of

the Czech Republic and of Poland.

The evolution of the food industry structure shows that an increase in the concentration of the
various subsectors is a common feature of all the seven countries under study, with the Czech

Republic and Poland also experimenting a wave of foreign investments in the sector.

Trends are clear also in the evolution of the agricultural sector, which is also characterised by an
increased concentration in all the seven countries under study. However, this evolution has— so far,
at least - failed to modify significantly the peculiar structure of the sector in Finland, where small-
scale farms still represent the vast majority of agricultural holdings.
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4.3.1.2 Horizontal and vertical relations and adjustment mechanisms within the food supply chains

The most relevant trends that have been found to characterise the recent evolution of horizontal and
vertical relations and adjustment mechanisms within the food supply chains in the seven selected
Member States are summarised in table 13 below.

Table 13 - Significant food supply chain dynamics: horizontal and vertical relations and adjustment mechanisms
within the food supply chains

Relevant France Spain Denmark Finland Sweden Czech Poland
features Rep.
Horizontal consolidation | consolidation | consolidation consolidation
- and and and diffusion and diffusion | diffusion
relations . . . .
improvement | improvement | improvement improvement
Vertical
relations consolidation | consolidation | consolidation consolidation
and and and and diffusion and diffusion | diffusion
adjustment | improvement | improvement | improvement improvement
mechanisms

Two clear trends emerged:
1) In the countries characterised by an already substantial presence of horizontal and vertical
relations and adjustment mechanisms within the food supply chains, the trend is towards

their consolidation and improvement: this is the case of France, Spain, Denmark and
Sweden.

2) In the countries where the aforementioned relations and mechanisms are still relatively rare

— namely Finland, the Czech Republic and Poland - the trend is towards their diffusion, as

they have proved to be the basis for significant efficiency gains in the supply chains (and,

with regard to the main focus of the present study, also for the implementation of integrated

quality management and quality assurance systems).

4.3.2 Drivers of change in food supply chain dynamics

The most relevant drivers of change in food supply dynamics that have emerged in the study
are highlighted in table 14 below.

Table 14 - Significant drivers of change in food supply chain dynamics

Relevant

drivers of France Spain Denmark Finland | Sweden | Czech Rep. Poland
change

Social

and education, education, change in education, | change income income
cultural change in change in lifestyles change in in educatio’n educatio’n
drivers of lifestyles lifestyles lifestyles | lifestyles

change
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Technical
and
economic no relevant differences among the various countries
drivers of
change
modernization
strengthening | strengthening and

the level of the level of restructuring | request to

horizontal horizontal reintroduction of agriculture; | the EU for
Political and vertical and vertical of co- strengthening | a transition
drivers of | coordination coordination operative the level of period for
change at agricultural | at agricultural firms in organisation non-

and food and food agriculture of farmers conforming

processing processing and first food plants

level level stage
processors

The importance and the effects of the main drivers of change are briefly illustrated in the following
paragraphs.

4.3.2.1 Social and cultural drivers of change

It is logical to expect that the action of the social and cultural drivers of change will mostly
affect both the food demand and the agricultural sector. While a change in lifestyles appears to be
important in the “old” Member States, the achievement of an higher education level can be a factor
in both “old” Member States (maybe with the exception of Denmark and Sweden, which already
boast extremely high education levels) and “new” Member States. In the Czech Republic and in
Poland, however, the achievement of higher income levels is paramount.

Coming to the possible effects of these drivers of change on food demand, it is frankly
difficult to estimate whether the food model prevailing in the future in each of the seven selected
Member States will be characterised by a greater attention to food quality and safety or not, given
the many peculiarities that still characterise food consumption patterns in the seven selected
Member States.

At the other end of the supply chain, a more favourable attitude towards the introduction of
organisational innovations in the agricultural sector — which is closely related to the achievement of
higher education levels among farmers — might indeed lead to a wider diffusion of QAS involving the
participation of agricultural producers.

4.3.2.2 Technical and economic drivers of change

It is not very plausible to expect that the effects of the action of the technical and economic
drivers of change’ on the general configuration of the agricultural and food system and on the
structure of its components will be considerably different, in the seven selected Member Countries,
from the effects that these drivers are having in all Western countries. This is also true for both the
Czech Republic and Poland, provided that they complete successfully their transition to a market
economy.

It is thus highly likely that the future evolution of the agricultural and food system in the
seven selected Member Countries will be characterised by a greater concentration in the different

7 Technological and organisational innovation; market dynamics for agricultural and food products; market dynamics for
agricultural and food industry inputs.
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sectors and subsectors and by a wider implementation of forms of horizontal and vertical
coordination between companies.

4.3.2.2 Political drivers of change

As to the effects of the action of the political drivers of change® in the seven selected

Member States, the possibility to draw up national policies with original contents is significantly
reduced in many fields, as they are quite pervasively regulated by the EU. However, a number of
notable exceptions must be pointed out:

1)

2)

3)

4)

In Denmark the 1989 reform of the Agricultural Act - which reintroduced limited companies
and co-operative societies in Danish agriculture — greatly contributed to the diffusion of
forms of horizontal and vertical co-ordination in the Danish agro-food system.

The French and the Spanish governments have achieved notable results by means of
national policies with original contents in the field of horizontal and vertical co-ordination
within the food supply chains.

The Polish government has asked the EU the granting of a transition period for a great
number of non-conforming food plants, trying to find a hard compromise between the wish
to complete the transition to a market economy and the process of integration in the
European Union, on one hand, and the will to avoid the shutdown of a great number of
production structures that are inefficient or that do not satisfy the EU requirements, on the
other hand.

The Czech government has contributed to shape the recent evolution of the agri-food
system by means of policies aimed at:

e improving the competitiveness of Czech farms through their modernisation and
restructuring, together with a diversification of their activities;

e strengthening the legislative protection and the level of organisation of farmers and
first stage processors, thus improving their position on the market in relation to buyers
of agri-food products.

8 The setting of new political priorities in the fields of agribusiness, health protection, consumer protection, environmental
protection, animal welfare.
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4.4  Situation of the QAS in the objective areas
4.4.1 Introductory framework

The study has produced a thorough framework of the presence and characteristics of QAS in
the agro-food industry within the seven EU Countries involved in the investigation (Spain, France,
Denmark, Finland, Sweden, Czech Republic, Poland). In other six Countries (Italy, Great Britain,
Germany, the Netherlands, Belgium, Latvia) the research was carried out on a bibliographical basis
but has nonetheless allowed a framing of the situation, though less detailed as to the individual QAS
identified.

In both cases (Countries studied by means of direct investigation and Countries studied on a
bibliographical basis) the characterization and ensuing analysis of the identified QAS was based on a
predefined format used entirely and therefore more detailed for QAS belonging to the first group of
Countries, and in a simplified form for those belonging to the second group. The format was
conceived so that it would take into account all the characteristics of QAS to be used for a later
technical and logical comparison of the schemes. The considered characteristics — many of which will
be examined again in the forthcoming par. 4.4.2 in the comparative analysis of the schemes —
include introductory qualitative information (reference Country, typology of proposer, level of
production chain in which the scheme can be applied, dissemination of the scheme over the
Countries, etc.), and technical information on the specific requirements that are typical for each
scheme (corporate quality system, environmental management system, HACCP system, etc.), as well
as quantitative information, where available, on the dissemination of the scheme in terms of humber
of certified companies, that is the percentage of certified product out of the total marketed product.

A summary of the main schemes identified for each of the seven Countries involved in the
direct investigation is to be found on table 15.

A summary of the main schemes identified for the six Countries that were studied on a
bibliographical basis is to be found on table 16.

As to the first group of Countries (Countries studied by means of direct investigation), the
resulting table shows, in the first place, two large “groups” of schemes:

- A series of certification schemes that can be defined as “international”, and are found — with
identical name and characteristics — in all the investigated Countries.

|ll

- A series of schemes that can be defined as “national” — or as will be shown later on in some
cases, as regional or local — and are different in each Country and can only be found in it.

A third group can be added to the above two, and it will be described in detail later on; it
includes the property schemes of individual retailers, which are found with practically identical
characteristics in all the Countries where the same retailer is present®.

The outcomes of the second group of Countries (Countries studied on a bibliographical basis)
show a basically analogous situation. All the schemes defined as “international” above are found in
all Countries, although in Latvia they are less widespread than in Western EU Countries. A series of
other schemes, in particular in Central and Western EU Countries, are instead different from one
Country to the other (these are the schemes with a national or local scope). Some of the schemes
put forward by retailers are repeated with basically analogous characteristics in the different
Countries where the same retailer is present.

® This last group is less clear in the framework presented on table 15, because, for each Country, only the distribution chains
with the most market shares in that Country were considered; as a consequence, the schemes for some important retailers —
which are found in almost all of the Countries studied — do not always appear in summary of the most relevant schemes.
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Tab. 15 — Main schemes in the seven objective countries

Montagne

Programme

Francia Spagna Danimarca Finlandia Svezia Repubblica Ceca Polonia

ISO 9001 ISO 9001 ISO 9001 ISO 9001 ISO 9001 ISO 9001 ISO 9001
ISO 14001 ISO 14001 ISO 14001 ISO 14001 ISO 14001 ISO 14001 ISO 14001
Eurep GAP Eurep GAP Eurep GAP Eurep GAP Eurep GAP Eurep GAP Eurep GAP
IFS IFS IFS IFS IFS IFS IFS
BRC BRC BRC BRC BRC BRC BRC
Label Rouge Produccion Integrada| The Red Seal Uniquely Finnish Krav Fisk Czech Made PDZ Label
Cert.de Conformite Artesania Alimentaria|Freerange The Blue Swann Kaprifol Meat Klasa Programme Q Label
Produit (CCP) g P g
Adricolture IPO Integrated

.g ) Calidad Certificada |Danish Veal The Heart Label Odling I Balans Production
Biologique A

Horticultural
Denomination HK Ruokatalo Quality
Calidad Alimentaria |UK Pig Assurance Malarhagskatt

Quality in Chicken

Controlada Auchan

Agri-Confiance Q Production Lantgdrdens Basta [Svensk Lantmat
Qualification

Agriculture Calidad Controllada |Arlagaarden Lantgdrdens Basta  |Culinary Heritage
Raisonnée

Filiere Qualite Calidad Tradicion Lur Marks Key Hole
Carrefour Carrefour

Filiere Auchan Produccion Code of Practice Swedish Seal

Eroski Natur

Danish Quality Crops
(DQC)

Fairtrade Label

Caprabo

Arla Farm
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Tab. 16 — Main schemes in the six countries (task 1)

Germany United Kingdom Italy The Netherlands Belgium Latvia
ISO 9001 IS0 9001 1SO 9001 IS0 9001 IS0 9001 1SO 9001
ISO 14002 IS0 14005 1SO 14003 1SO 14006 1SO 14001 ISO 14004
EurepGAP EurepGAP EurepGAP EurepGAP EurepGAP EurepGAP
IFS IFS IFS IFS IFS IFS
EPD BRC BRC BRC BRC BRC
EPD EPD EPD EPD
QS Qualitat und Sicherheit GmbH Standard) UNI 10939:2001 Milieukeur Eqwalis (1) SafetyCert®
|[CVA-GUtezelchen Bestes vom
Bauern Scottish Quality Cereals (QAS) UNI 11020:2002 Peter’s Farm VLAM (2) British Standard BS 8555:2003
DLG Deutsche Landwirschafts Latvian Federation of Food
Gesellschaft Assured Produce Scheme (APS) Filiera controllata (DTP 035) Rainbow Growers Coprosain Enterprises (LPUF)

Sachsens Ahrenwort

LEAF

UNI 10854

The Green Nature Group

La Fermiére de Méan

Latvian Traders Association

Bergisch Pur

Assured British Meat

QC Emilia Romagna L.R. 28/99

Unilever, Sustainable Agriculture
Initiative

Westhoek Hoeveproducten

Sea buckthorn growing

Freisinger Land

Assured Chicken Production

Agriqualita della Regione Toscana
L.R.25/99

Green Heart Landshop co-operative
U.A.

Agriculture Savoureuse

Crayfish baby breeding

Neuland

Assured Combinable Crops Scheme

VISA - Valutazione Igienica
Stabilimenti Alimentari (AICQ ed.

Waddengroep foundation

Stichting Streekproducten Vlaams-
Brabant

Groats production Annele

Offene Stalltiir

Farm Assured British Beef and Lamb
(FABBL)

Q&S - Quality Safety Standard

Green Hat "gate between city and
countryside”

Haspengouwse Streekproducten

Regional dairy a/s Lazdonas
piensaimnieks

Hohenloher Landgans

Farm Assured British Pigs(FABPIG)

FAMI QS - Code of practice for FEED
ADDITIVE

KEMPER HOENDERS

Streekproducten provincie Oost-
Vlaanderen

Mushroom production at individual
enterprise Parsla

Farm Assured Welsh Livestock

I.P. (Identity Preserved) Program

Sachsen Qualitatslammfleisch (FAWL) per no-OGM Gulpener (regional beer) Le Blanc Bleu Fermier
Obstland Sachsen Obst (Obstland National Dairy Farm Assured Scheme| Quality assurance farmdairy chain
Diirrweitzschen AG (NDFAS) Melinda ("KB") Ambao'-label

Hohenloher Hofe

Scottish Borders in Traceability And
Assurance Group (SBTAG)

Carta qualita del Parco Nazionale
delle Dolomiti Bellunesi

French fries - Quality label 'Bestfrit'

German Veal Quality Programme

Scottish Quality Beef and Lamb
Assurance (SQBLA)

Marchio qualita Parco Nazionale
Pollino

HIPP

Scottish Pig Industry Initiative (SPII)

[B3uerliche Vermarktung Oberes
Donautal e.G. (BODEG)

Food From Britain

IGERO

Frome Farmers’ Market

Edeka

Tengelmann

Metro
Rewe

Spar

TESCO Nature’s Choice
Farm Biodiversity Action Plans
(Sainsbury’s Supermarket Ltd)
Animal welfare (Sainsbury’s
Supermarket Ltd)

ASDA Brand

Good for you! (ASDA)

Extra Special (ASDA)

Morrisons Quality and Value
(Morrison plc — Safeway plc)
Morrisons “The Best” (Morrison plc —
Safeway plc)

Free From (Morrison plc — Safeway

plc)

Filiera Qualita Carrefour

Viversano Filiera (GS)

Qualita sicura Coop (Fresh private
label products)

P.Q.C. (Percorso Qualita Conad)
Filiera Controllata Auchan - Sma -
Rinascente

Selezione Metro

Private labels for retailers, dealers
and food shops Metro

Esselunga Naturama

Freschi e freschissimi (Despar)
brand)

Ahold)
AH Excellent (Albert Heijn BV -
Ahold)

AH Euro Shopper (Albert Heijn BV -
Ahold)

Super (Super de Boer - Laurus)

Edah Huismerk (Laurus)
C1000 Selectie

(1) Coop'pass - Pass'por; Porc Fleuri; Fruitnet; FILIERE BLEUE des PRES; Poulet "coq Ard"; Le poulet de chair; Le Porc Plein Air; Le Porc Fermier
(2) Flandria; Certus; Meritus; Chemin vert - The Green Arch; QM Integral Quality Management for Milk ; BCV - Viande de veau - Belgian Controlled Veal; Pastorale Lamb; IKB certified chicken; Masterly: guarantee label for high
quality meat products; Potatoes: food safety through quality and traceability)

Filiéres Qualité Carrefour
Produit Carrefour

Filiéres Qualité GB
Le marque Delhaize

Boucherie — quality control
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Mego Chain

Nelda

Beta grocery
Elvi

Kesko
RIMI Baltic

Vilnius Prekubos

Sky supermarkets
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A more detailed framework of the main QAS as well as of their relevant characteristics is to be
found in the forthcoming tab. 17. It shows the wide variety of existing schemes in the various Countries
as well as some apparent similarities and differences among the identified typologies.
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Organization for food chain
1SO 9001 Standardization All the levels International |International X X X X X operator
Organization for food chain
ISO 14001 Standardization All the levels International _|International X X X X operator
Organization for Food chain
1SO 22000 Standardization All the levels International [International X X X X X X X X X X operator
European retailer Food chain
Eurep GAP organization Agriculture International |International X X X X X X X X X operator
British retailer Food chain
BRC organization Food Industry International |International X X X X X X X X X X X |operator
French) food retailers Food chain
IFS group Food Industry International |International X X X X X X X X X |operator
Groupement de like
LABEL ROUGE (France) |qualité All the levels National France X |HACCP[ X X X X X X |Consumers
Euro- like
CCP France (France) Public Administration |All the levels compatible France X |HACCP[ X X X X X X |Consumers
Calidad Certificada Regional
(Spain) Administration All the levels National Andalusia X  |Consumers
Artesania Alimentaria Regional Food industry
(Spain) Administration Food Industry National Aragon X X X X X and consumer
Integrated Production Institute of Pomology food chain
(IPO) (Poland) in Skierniewice Agriculture National Poland X X X operator
Heart Label (Finland) NGO Food processing |National Finland X X X X |Consumers
FairTrade Label International Agriculture/Food
(Sweden) Organization industry International |International X X X X X X Consumers
The Read Seal production,
(Denmark) National NGO transportation National Denmark X X X X X X X |Consumers
Filiere Qualite Carrefour like
(France) Large-scale retailer |All the levels International |International X HACCP X X X X X X X |Consumers
Auchan (Filiere Auchan) like food chain
(France) Large-scale retailer |All the levels National France X HACCP X X X X X X X operator
Calidad Tradicion
Carrefour (Spain) Large-scale retailer |All the levels International |International X X X X X X |Consumers
Denomination Montagne |Public Institution All levels National France X X X X X X X Consumers
Q Public institutions All levels National Spain X X X X X  |Consumer

Tab. 17 — QASs in the seven countries: main characteristics
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Food chain
Agri-confiance Confederation des codAmount of the agiNational France X X X X X X operators
Caprabo Retailer All levels National Spain X X X X X X X X X X |Consumer
Eroski Natur Retailer All levels National Spain X X X X X X X X X X Consumer
Friland Priv.comp.+NGO Production National Denmark X X X X X Consumers
Danish Veal Private company Production National Denmark X X X X X X X |Consumers
UK Pigs Consortium Production International |Denmark X X X X X X X Consumers
Famers,Bakeries Consumer +
DQC trad. company Production National Denmark X X X X X X X Supply Chain
Production +
Kongelig Hofleverandoer |Public Institution Distribution National Denmark X |Consumers
Farmers Farming, pro- X
Uniquely Finnish Association cessing, distrib | National Finland Consumers
Good from Finland Consumers
- Blue Swan Organization Processing National Finland X X |Processors
Farmers'
Swedish Seal Organization Production National Svezia X X X X X X X X X __|Consumers
Production and
Arla Farm Farmers input supply National Svezia X X X X X
T OO TITOUSTY;
restaurants,
Key Hole Public Institution retailers National Svezia
Czech
Czech Made Public Institution All Levels National Republic X Consumers
Czech
Klasa Programme Public Institution All Levels National Republic X X X X X Consumers
Production, Food
PDZ Label Public Institution Industry National Poland X X X X Consumers
Production, Food
Q Label Public Institution Industry National Poland X X X Consumers

>>> Tab. 17.b — QASs in the seven countries: main characteristics
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4.4.2 Analysis of the QASs in the objective areas

In light of the high number and great variety of schemes identified within the several
Countries, the analysis required identifying a series of useful criteria to rank and compare the
QAS.

The first criteria identified were those used to describe and characterise the same QAS
within task 2.D, and specifically include:

- Target (Consumer, Chain operators) and presence/absence of communication initiatives
- Proposer typology (Public Institution, farmers/processors’ organization, retailers, ...)

- Food supply chain level to which the scheme can be applied (farm, industry,
commerce/retail, all the levels, ...)

- Geographical dimension (global, international, national, local)
- Diffusion
- Relevant requirement typologies

Some of the above criteria were used jointly in order to allow multicriterial comparison
and ranking.

In general, the analysis carried out on the system of QASs and the related
characteristics allows a first fundamental subdivision of the schemes into two main groups.
These groups, which for the sake of simplicity were defined according to the main objectives of
the QASs, actually show some common features, in terms of “target”, territorial extent and
validity, promoter typology, and so on.

Hence, this ranking can be considered to have priority over the others, and allows
better understanding of the latter, which as will be shown later on, will mainly rank in
correspondence of the group so defined.

On the basis of the “objective” the following typologies can be distinguished:

- A first typology of schemes which is mainly aimed at ensuring safety and health of
products and company production processes. In this case, the scheme and related
certificate are not meant to highlight or enhance the product or process characteristics,
but on the contrary to guarantee compliance with univocal and predefined standards.
The schemes falling into this typology normally feature a series of peculiar
characteristics, including:

o Proposer typology, in general retailers or organizations of retailers, and hardly
ever producers, associations of producers or public bodies. The scheme is
used/required by the proposer (retailer) to make sure that suppliers comply
with certain "minimum” standards on safety and hygiene (higher than those set
by the law). In the case of certified schemes, the third body carrying out
controls is responsible for compliance with the standards, and the cost of the
controls is covered by the manufacturing company (reduction of transfer costs).

III

o Mainly “supranational” scope. These are mostly schemes used by retailers or
groups of retailers operating in several Countries, hence used with identical
characteristics in all the Countries in which the retailer operates. The
knowledge level of the operators of the area is very homogeneous and on
average high for the various standards.
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O

Little or no communication with consumers. The schemes falling into this
typology are de facto used mainly in business-to-business, they target players
operating within the production chain (retailers) and they hardly ever “reach”
end-users.

Typology of reqguirements, rarely centred on the product characteristics, but
focused mainly on hygiene/health, safety, corporate quality. In general, the
company or the company production site are certified, rather than the product.

- The second typology of schemes is mainly aimed at differentiating and enhancing the
company and/or company product before customers. The recurring characteristics in
this second typology of QAS are:

O

Proposer typology. The scheme often includes a public (national or regional)
body or groups/consortia of producers, who define the standards or
requirements peculiar for the scheme, as well as who will carry out the
controls, and are in charge of the related communication activity.

In this case the scheme mainly targets end-users and is usually accompanied
by a brand and communication/promotion activities.

The scope is usually national or local. The brands have visibility in a limited
territory, at national level. The level of “fame” among users varies greatly
according to the brand.

Typology of requirements, often centred on the product and/or production process

characteristics (origin of raw materials or production, finished-product
characteristics, etc.). In this area, the requirements “differentiating” the
product or production process refer to some main typologies, including:

e Product organoleptic characteristics

e Origin of raw material/s and/or production process site
e Environment and biodiversity protection

e Animal welfare protection

e Weariness of ethical aspects of production.
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Figure 1 — QAS according to their main « objective »

A

ISOs, IFS, BRC,

guarantees

Eurep GAP, ... N

Standardisation/

QASs proposed by Public
Institutions, Farmers’ organisations,
Processors’ organisations
(Label Rouge, Calidad Certificada,
Heart Label, CCP, ...)

Differentiation

. Low number of schemes, high number of certified firms for each scheme

Higher number of schemes, lower number of certified firms for each scheme

Broadly speaking, the number of schemes identified as a whole and falling into the first
typology (objective = guarantees and standardisation) is appreciably lower than the number of
QAS falling into the second typology (objective = differentiation). This situation is shown by the
data contained in tab. 18. In the first typology there are altogether less then 10 QAS (out of
which 5-6 are really relevant for the agro-food sector), repeated in all Countries. As for the
other typology, the number of QAS identified in each involved Country is at times higher than
20 (totalling many dozens all over the EU)™.

10 In evaluating these numbers one must remember that QAS analysis was limited to the ones that were deemed most
relevant within the reference sector, and to the ones whose peculiar features made the performing of such an analysis
opportune. As a consequence, in each relevant country the total number of QASs falling within the second typology
(valorisation) is to be considered much higher than the one reported here.
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Tab. 18 — Indicative number of QAS for the “guarantee” and the “differentiation” typologies
Czech

Spain France Denmark Sweden Finland Rep Poland
Guarantees/
Around 10 in total 5-6 5-6
Standardisation
Differentiation > 20 > 20 Around 10 Ar(iland Ar(])-LOInd 5 2

Starting from this first ranking, the QASs can be further divided according to the above-
mentioned criteria. A first criterion is that of target, namely the supposed “user” of the
considered scheme.

Some schemes identify their final users with the end-consumers and aim at making
them aware of certain characteristics of the product and/or production process adopted. These
schemes typically aim at differentiating and enhancing the products (see previous par.). They
are generally favoured by producers or public bodies, and their scope is mainly local or perhaps
national, hardly ever going beyond the State borders.

Another typology of schemes targets mainly production chain operators. These are the
so-called “business — to — business” schemes, used as a means of communication and
guarantee among producers and processors or more frequently among producers and retailers.
The aim of the certificate in this case is not to differentiate or enhance the product or company,
but to guarantee that the company itself or the production system it adopts comply with certain
standards required by the customer (food chain operator) of its suppliers.

Table 19 shows an example of subdivision of some QAS's according to the reference

target.
Tab. 19 — QAS accordino to their “target”: some examples
Food Chain Operator Consumer
ISO 9001
ISO 14001
Eurep GAP
IFS
BRC

Filiere Qualité Carrefour
Filiere Controllée Auchan
Tesco’s Nature’s Choice

Label Rouge
Calidad Certificada
Read Seal

Key Hole

Czech Made

PDZ Label
Uniquely Finnish

36



Criterium:
Proposer
typology
and chain
levels
involved

Food supply chains dynamics and quality certification
Final Report

While the first group (target = consumer) includes all the “national” or local schemes,
different from one Country to the other, always coming with a “stamp” or other mark to identify
the brand (Label Rouge, Read Seal, Calidad Certificada, etc.), the second group is composed of
all typically “international” schemes (which are present in all or almost all Countries with
identical features), centred mainly on the organization, hygiene and safety of the company or
production site, and generally communicated only to the “operator” (the end-user will never
know that the producer is certified: IFS or BRC or Eurep GAP, etc.).

Out of these two groups, a third one can be identified; it is composed of the schemes
created and requested by the individual chains of the GDO (private labels or retailer protocols),
which have on the one hand the typical shape of “labels” for consumers (identification stamp,
consumption communication activity, they highlight the product or production process
organoleptic characteristics, etc.), and help differentiating the product and retailer from
competitors. On the other hand, they are used as a “guarantee” tool for retailers, who will be
able to ensure that all the suppliers of that certain product comply with predetermined
standards.

As to the "makers” and “promoters” of standards, the main typologies observed during
the analysis can be grouped as follows:

1. Public Entities and Institutions (ministries, regions, local entities);

2. Producers and their associations and/or consortia, at both farm and processing level;
3. Retailers and their consortia.

4. Private Institutions (ISO and national standardisation bodies)

Each of the above categories of subjects matches with substantially different objectives
and typologies of QASs, according to the same objectives.

The QASs promoted by subjects included in the first two categories are mostly schemes
aimed at enhancing and promoting products to end-users. Public institutions on the one hand -
to promote products connected with a certain territory, or certain production traditions, etc. —
and producers on the other, try to differentiate products by enhancing and making consumers
aware of their peculiar characteristics (organoleptic features, production systems, territory of
origin of raw materials, etc.).

The QASs made and/or used by retailers when dealing with suppliers (ie. IFS, BRC,
Eurep GAP, some ISO), are meant for retailers to “guarantee” their suppliers, their way of
producing, the level of safety and hygiene associated with the production sites, the practices
adopted at the plants. The objective is not that of enhancing the product (with the exception of
private labels) and the scheme is not communicated to the consumer, it rather becomes some
sort of “prerequisite” for producers wishing to market their own product with that retailer.

The QAS’s made by national and international standardisation bodies, among which the
ISO standards are fundamental, fall into the schemes aimed at “standardisation”, usually
certifying that the company and/or production system comply with certain standards of
organization, process management, control and guarantees towards customers, but never of
specific product or production process characteristics.

It is interesting to link this ranking, based on the proposer typology, with another one
related to the production chain levels involved and/or “influenced” by the scheme at stake.

The analysis has revealed how on the one hand the schemes promoted by the
“downstream” segments of the production chain (retailers) tend to reflect on the “upstream”
segments (agricultural production and processing). On the contrary, the schemes “starting” with
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(agricultural or industrial production), basically aimed at “hitting” consumers, neither lead to
essential outcomes nor require specific adaptation to the following segments of the production
chain (processing or retail).

Proposer Food supply chain levels involved

Potentially all levels. Usually mainly farming

Public Institutions .
and processing

Farmers and their organisations Farming (no other levels)
Processors and their organisations Farming
Retailers and their organisations Farming and processing

Figura 1.b — Proposer typology and supply chain levels involved

INDUSTRY

RETAIL Capacity of influencing other
supply chain levels

PUBLIC INSTITUTIONS

Target of the QASs

CONSUMERS

The dissemination level and geographical cover of the analysed QASs also turn out to
be strongly influenced by other elements, as was mentioned at the start of the chapter.

III

In particular, the “international” dissemination and “supranational” feature are limited
to the ISO schemes and QASs promoted/required by retailers (IFS, BRC, Eurep GAP and
protocols of private labels). However the latter, in particular retailers present in more Countries,
adopt identical schemes for all the Countries in which they are present, both as to protocols of
private labels, and to certificates required of suppliers beyond the same PL’s. Hence, the so-
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called “business-to-business” schemes are generally well-known — among production chain
operators — way beyond State borders.

On the contrary, the so-called “enhancement” schemes, aimed at the end-user and
usually promoted by Public Institutions and/or consortia and producers organizations, typically
have a national or even local scope — connected with the territory where a certain production is
located or the reference territory for the local body.
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4.5 Results from task 3: SWOT Analysis
4.5.1 Introductory remarks

Some introductory remarks must be made for the development of a comparative SWOT
analysis of the QAS'..

The analysis of strengths, weaknesses, opportunities and threats related to any
situation strongly depends on the point of view adopted. Many subjects and institutions are
involved in the achievement of quality schemes (producers at the different levels of the food
supply chain, retailers, consumers, public authorities, international organisations, etc.). This
means that a single point of view must be adopted; this point of view is characterised by a clear
set of aims and priorities. This will allow to evaluate quality schemes in accordance with a
consistent set of features or characters, and then to compare them.

Adopting a leading point of view in the SWOT analysis means, in our case, to adopt the
point of view of a particular stakeholder, the public institution, here represented by the
European Union. What we will analyse, in fact, is the consistency of the existing quality systems
in relation with particular policy issues (see next paragraphs).

Judging and classifying quality schemes in the light of their strengths, weaknesses,
opportunities and threats, as connected to such policy issues, requires some assumptions about
the functioning of the food supply system and about the possible effects or the consistency of
the quality schemes in relation to those policy issues. To do this, we rely on a general
understanding of the characteristics of the QAS and of their role in the food supply system. As
the results of the study are completed, this understanding will derive from a rational mix of
different findings (related to: the structure and functioning of the food supply system; the
drivers of change; the characteristics of the QAS, nation by nation and in a general perspective;
the stakeholders' opinions), according to the general rationale and to the study’s methodology.

Assumptions are a very important aspect of the SWOT analysis methodology, as far as
they are strictly linked to the results of the analysis, by way of the scoring system. Readers
should be aware that changing one or more assumptions in this process has the effect of
changing significantly the results of the SWOT analysis. This is the reason why we give this
aspect a particular attention in the next page. It should also be underlined that the specific
assumptions adopted in this analysis stem both from the general understanding of the structure
and of the mechanisms operating within the food supply chain (as described in the first part of
this study), and from a deep reflection on these subjects. Nevertheless, a margin of subjectivity
exists. In describing the whole SWOT analysis process and the assumptions behind it, we do
want to submit our analysis to any rational criticism in order to narrow this margin.

Our SWOT analysis is based on the most important quality schemes now in operation in
some selected countries. QAS are identified by a number of characteristics, including the name
of the QAS and of the proposer. We cannot disregard this aspect, as far as this information is
useful for the aims of the study. Nevertheless, we are not interested in the judgement about
each single QAS. Individual QAS are the information basis for the next steps of the analysis,
which are mainly based on some categories of schemes, which we shaped according to the
general methodology of the study, and on the appreciation of the existing QAS as a whole.

A SWOT analysis approach based on the evaluation of each single QAS constitutes the
first step of the analytic process, but it cannot be conclusive. Indeed, different levels of SWOT
analysis are developed in the study. Limiting the analysis to the individual approach would fail
to catch some effects coming from the coexistence of different QAS in the food supply chain at

11 _Some of these remarks are included in Annex 1.
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a given time. When we will refer to this aspect of the problem we will talk about the QAS
system.

4.5.1 Levels of SWOT analysis

The whole process of the SWOT analysis consists in three steps.
a) Type A-SWOT analysis

The first step of the process is an analytical approach where the most important QASs
(that is to say the most diffused QASs in each country and at the EU level) is analysed
according to the reference conceptual framework. We will call this approach Type A-SWOT
analysis or analytical SWOT. Its aim is to understand the strengths, weaknesses, opportunities
and threats of each single quality scheme in itself, not related to other quality schemes nor
linked to specific attributes of the QASs. Results at this step are mainly descriptive and outline
the relationship between the characteristics of the QAS (as described in the earlier step of the
study) and the desirable attributes'?. The latter constitute the background of the whole SWOT
analysis process. This is the reason why they will be clearly defined and analysed in order to
correctly define the reference conceptual framework.

At this stage of the process, a simple evaluation system is applied to the qualitative
results of the A- SWOT analysis. This is not a quantitative approach, but just a way to use
results with the objective to simplify the comparison among the quality schemes. This
evaluation system is described in the next paragraphs.

b) Type B-SWOT analysis

The results of the A-SWOT analysis are elaborated putting in relation the specific
characteristics of the quality schemes with some relevant classification criteria. The
classification criteria stem from the former steps of the study, in which they were used to
describe and characterise the existing QAS.

c) Type C-SWOT analysis

The last step of the SWOT analysis process provides a system approach to the problem.
This kind of approach enables the analysis itself to consider the pros and cons of the quality
schemes system if considered as a whole, i.e. of the quality schemes when they “work”
together in the real world. This analysis includes part of the results of the former steps as well
as some further considerations, mainly focuses on the efficiency of the system in the
perspective of the food supply chain (supply side) and the consumer (demand side)*3.

4.5.2 Type A —SWOT analysis

A preliminary step for the development of A-SWOT analysis is the definition of the
reference conceptual framework of the desirable attributes. Desirable attributes must be
clarified as they define the point of view of the relevant institution. In other words, they define
the social and economic background that a political action in this field at EU level should take
into account. The list of such attributes takes into account different inputs, and in particular:

- the suggestions given by the steering group of the study;

12 . The desirable attributes are some aspects of the socio-economic system that an ideal quality scheme should
respect. In this perspective, they are social priorities accepted at the institutional level.

3 - It is very difficult to measure a QAS's efficiency, but it is clear that the current QASs and the way they work
together in the food supply system create situations that are not desirable, especially because of a lack of efficiency. In
this perspective, some inefficient situations will be outlined
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- the outcome of the workshops held in Brussels, Stockholm, Seville and Prague during
the study period;

- evidence from the questionnaires sent to a certain number of actors in the food
supply chain at both EU and national level, for the seven member countries primarily
concerned by the study.

4.5.2.1 - The desirable attributes of QAS

According to the suggestions given by the steering group, the desirable attributes of the
QAS which should be taken into account for the SWOT analysis are:

a. fair competition;

b. economic sustainability (especially for farmers and small farmers);
environment conservation;

consumer information (transparency; simple and clear message to consumer);

rural development;

oo a0

food chain competitiveness.

Given the attributes, the meaning of each attribute and the relationships existing
among them will first be clarified. Subsequently the way in which strengths, weaknesses,
opportunities and threats are associated to each QAS for each desirable attribute will be
highlighted. In the end, on this conceptual base, three different SWOT analysis exercises will be
developed.

4.5.2.2 - Conceptual framework for the desirable attributes of the quality schemes
a) Fair competition

Competition is a situation of the market where a multitude of actors operate on both
demand and supply side, and where no operator is in a position that influences transactions
through its bargaining power. The economic theory gives some basic rules to define the so
called perfect competition. As a matter of fact, real markets seldom reflect these rules. The call
for fair competition is based on the assumption that some actors (and sectors) have more
bargaining power and can actually influence the transactions due to their economic position
within the food supply chain, basically leading to an unfair distribution of added value among
actors.

In this perspective, the problem of fair competition related to QAS should take into
account those aspects which contribute to determine the framework of rules, behaviours and
situations resulting in a fair approach to competition in the domestic (EU) market. Fair
competition is here considered as a way to compete that:

- gives any actor of the chain the same possibilities to compete

- operates in such a way that preserves some sensible resources or sectors which are
not fully or not correctly appreciated by the market competition;

- protects weak actors (sectors or resources) against the economic power of other
actors, resulting from the structural features associated to the current rules of the
economic competition.
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The need for rules which ensure fair competition originates from the awareness of the
negative effects that the current competition environment can have on some socio-economic
resources which the society would like to protect or to give more chances to. The theoretical
concept of the market failure is close with such situations.

In this framework, some aspects of the QAS must be considered relevant for the issue
of fair competition (the indicators used to characterise these aspects are listed in brackets):

Rules to be applied to all the food supply chain operators, even though not compulsory
and related to a limited number of schemes, contribute to build an homogeneous institutional
framework, limiting discrimination among the participants (— Food supply chain levels). The
more extended is the geographical acknowledgement of the rules, the more extended is the
potential market for the product and the possibility to compete in compliance with common
rules (— Level of acknowledgement)

Equal information shared by all the operators avoids information asymmetries; such
information must be transparent and complete (— 7arget). Consumer oriented communication
is @ more relevant aspect in this perspective: information about a greater number of attributes
or aspects of the QAS helps the consumer to choose among products and to compare (—
Product characteristics)

The role and the position of the QAS owner show the way QAS stay in the competitive
game (— Proposer typology).

b) Economic sustainability of the QAS

The adoption of QAS by the actors of the food supply chain originates additional costs.
Such costs are related to different aspects of the implementation process, that could be
described as: (i) transaction costs, which are the costs the firm has to face to start the
decisional process about the possible adoption of the QAS (information cost, relational cost,
costs to prevent opportunism or illegal behaviour, etc.); (ii) technical costs, related to the
adaptation of the firm to the QAS; (iii) administrative costs, related to the administrative
process of control and certification.*

An in-depth analysis of such costs is not developed in this study, which is mainly based
on a qualitative, macro level approach. Even the knowledge of the administrative costs of each
single QAS - which is often called into question in the discussion about this subject - would be
of limited help in this case. In fact, the administrative costs of each single QAS for the firm are,
generally speaking, economically sustainable. The importance of this aspect comes up when a
number of QAS must be adopted at the same time, generating not only pure administrative
costs (which are merely additional), but also transaction and technical costs which are related
to the organisation of the firm being more and more complex.

An evaluation of this problem is more consistent with Type C SWOT analysis, where we
consider the way the supply system as a whole works with the variety of QAS at the same time.

¢) Environment control

4~ Economic sustainability might also be referred to the cost/benefit ratio of adopting QAS, that is the balance between
the total cost of adoption of the scheme (as above) and the market benefits arising from it (e.g. market access,
premium price, etc.). The analysis of this aspect, as well as of the above mentioned aspects, needs quite a different
methodology, based on an analytical approach at firm level.
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Environment conservation in the agro-food system is related to the way scarce or
sensible natural resources are directly employed in, or affected by the supply system. This
especially concerns the agricultural and industrial levels, and even the retail, at least for some
aspects. Environment conservation is now among the main social concerns, acting transversally
in any social activity.

The existence of such attributes in the QAS (— Environmental protection control )
should be considered something fundamental.

The problem of environment conservation is also related to other aspects of the supply
process, such as the respect of consistent producing techniques (— Recommendation on good
practices, — HACCP plan), as they are directly or indirectly related to environment
conservation.

d) Consumer information

QAS are supposed to benefit the customer, especially the final consumer. Targeting
toward the consumer the information about the qualitative standards of the product is the first
step to comply with the requirement of fair and friendly information (— 7arget).

Making this a system of simple, clear and transparent information is a different issue.

Quality attributes of a product are numerous; they concern a still relevant number of
aspects and change with the evolution of the society and of the consumer (this aspect is related
to structural as well as contingent factors — say for instance food crisis). Thus, another basic
aspect of the problem is trying to define what kind of information is (or should be) relevant for
the consumer. We can assume that the consumer is more concerned: by inherent (intrinsic)
attributes of food (related directly or indirectly to the production process, to safety, to origin,
etc); and by some ethical attributes (e.g. environment conservation, animal welfare, child
labour, etc.) which are mostly non-experience attributes (that is to say, credence and search
attributes), linked to the reliability of the certification system. At the same time, we can assume
that the consumers are less (or not at all) concerned by quality attributes which are of great
interest for the actors of the supply chain (quality management system, HACCP, plant
requirements, occupational, health and safety management system).

On the other hand, consumer-friendly information should provide:

- unambiguous information, meaning that one set of attributes should be linked
to one or very few quality schemes to avoid confusion in the consumer’s mind;

- a consistent framework of technical rules to compare the variety of products
(similar or even different products) in accordance with a given characteristic;

- a scoring system to help comparison.

An ideal tool of information for the consumer might be the one drawn in the next
figure, where the basic characteristics of the final product (which are relevant for the
consumer) are listed and described according to a scoring system (Figure 2).

Product characteristics and process control seem to be the basic information that most
consumers are concerned with, whatever their beliefs are (—» Product characteristics, —
Process control).
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As far as this issue is concerned, the effectiveness of the various existing QAS can be
assessed through an analytical approach (Type A and B SWOT) only for a few aspects. The
most interesting aspects of the problem are studied better through a system approach (see
Type C SWOT).

Figure 2 - Consumer information. Reference scheme

Graduation scale

Quality 1 2 3 4 5 6 7 8
attributes

A

B

10

e) Rural development

Rural development is the development of socio-economic systems in rural areas, mainly
based on the use of local resources (social and cultural, as well as technical resources), to get
economic means to maintain or develop local life standards. It depends on various activities and
sectors, rooted in the territory. Economic integration is a strong concept behind rural
development, often including the preservation of natural resources and of the environment, as
well as the valorisation of typical or quality products as a strategic tool of competition on both
local and wider markets.

In this perspective, the role of the QAS in relation with rural development goals is
mainly based on the possibility to affirm the quality standard related to the local system in a
wider competitive environment. The information on the functional link between the territory and
the product is fundamental, especially at the consumer level (— T7arget), as well as the
information about the geographic origin, the product type (final product or raw material), and
the production process (— Product characteristics; — Process control).

The typology of the proposer may also be considered, in the sense that proposers
belonging to the rural world (such as farmers' associations) could be considered as an
opportunity.
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f) Food chain competitiveness

The mechanism of competition should provide any consumer with the possibility to
choose among a variety of alternatives, at any time, in any place within the economic system,
at the best economic conditions, considering his/her needs and resources.

In this perspective, the price (together with the price/quality ratio) is a basic indicator
of the competitiveness, as well as the variety of products and the possibility to choose among
alternatives, at the widest geographical level.

To achieve this result, certain conditions must be satisfied along the food supply chain.

- A competitive supply system should provide maximum quality at the lowest possible
selling price. Given a quality standard, lowering the selling price implies lowering the
production cost at any level of the supply chain.

- As the quality is most often a matter of co-ordinated actions within the food supply
chain, instead of being a matter of individual initiative, competitiveness is also related
to the effectiveness of the co-ordination modes operating among actors'® along the
supply chain.

- The geographical extension of the EU market also implies that the quality standard of a
product, that can be sold (in theory, at least) anywhere in the EU, must be recognised
and compared in any place according to common rules.

Now, how does QASs influence the competitiveness, in the light of the above-
mentioned framework? As far as the final consumer’s choice is the ultimate judgement about
the product, the communication to the consumer seems to be a requisite that may help
competition, in the sense that the competitive game on the supply side is related to the
possibility for the consumer to appreciate the product (— 7arget).

The quality level is another point for competition, on both supply and demand side. If
we assume that a greater quality level is related to a greater number of quality requirements of
the product, this aspect (the number of relevant quality requirements) should be considered as
a positive attribute of the QAS (—Number of Relevant requirements). The level of
acknowledgement of the QAS is also a good attribute of the QAS in the respect of the FSC
competitiveness, in the sense that an extended acknowledgement can be considered as an
opportunity for market penetration (— Leve/ of acknowledgement).

Both the ownership of the QAS (— Proposer typology) and the way in which other
actors of the supply chain participate into the "quality project" behind a QAS have a role in food
chain competitiveness, as far as this is related with the modes of co-ordination among actors.
This aspect of the problem calls into question some characteristics of the QAS and of the supply
chain.

In a very simplified view of the problem, chain integration is obtained through a wide
range of modes, lying between control on one side, and participation on the other side. Control
comes from the strong economic power of some actors, which are able to impose their decision
to other actors, directly or indirectly. Integration based on participative co-ordination modes
implies the willingness of the different actors to share decisions and strategies related to the
quality project implementation. Some pros and cons are associated to both of these situations,

15 - In this perspective, competitiveness is also related to some structural and behavioural aspects of the food supply
chain, and (even indirectly) to the way added value is re-distributed along the food supply chain, as an incentive for any
actor to comply (or not to comply) with a quality project.
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as far as the implementation of a "quality project" within the supply chain is concerned. In the
next table (Table 20) possible pros and cons are listed for both control and participation.

Control-based integration implies strong decisional power in the food supply chain, i.e.:
concentration of the decisional power; the possibility for one actor to impose its decisions to
other actors; the risk of an unfair distribution of cost and benefits among actors; the risk, in the
long run, of a decreasing willingness to effectively participate in the project; an increase of
transaction costs®® and, in general, a less efficient use of resources. On the other side, the
same mechanism might be more flexible and might lead to a stronger cost reduction within the
chain.

Table 20 - Pros and cons of different modes of supply chain integration

Control Participation
Pros Rapid decision and implementation within the | Stronger loyalty and motivation of the actors in sharing
firm the "quality project”
Flexibility Possibility of a fairer distribution among actors of the
Strong pressure on cost added value of quality project implementation

(Lower transaction costs)

Cons Possible unfair distribution among actors of | Complex and less rapid decisional process
the added value of quality project|Lower flexibility

implementation

(Possible higher transaction costs)

Possible non-loyalty of other actors to the
quality project

Participation works to favour an extended (social) responsibility of all the actors within
the quality project; it may be more difficult to start, but it may also be more efficient in shaping
the supply chain around the project. Participation also implies the possibility to negotiate the
economic terms of the participation in the quality project, allowing a fairer distribution of costs
and benefits.

In the light of the above illustrated remarks, control might be more efficient in the short
run, while a participated approach might be more efficient in the long run®’. In this perspective,
S.W.0. & T. shall be described according to this approach to the problem, considered that the
typology of the proposer is roughly indicative in this case.

16 - The relation between the possible effects of food supply chain regulation, on one hand, and transaction costs, on
the other, is an issue which is difficult to tackle. Transaction costs mainly rise from: (a) costs related to the
development of the transaction itself (searching for clients and suppliers; negotiation; etc.); (b) the need of each
operator of the chain to secure itself against the opportunist behaviour of the other actors. Talking about quality
standards, the first relevant aspect of the issue is related to the advantages stemming from stable and reliable
relationships among actors, which are in fact an integration tool based on the mutual acknowledgement. The second
relevant aspect is related to the certification process. The cost of this process is shifting among actors, in the sense that
the dominant actors try to transfer this cost to the other actors, according to their economic power and organisational
needs. In the light of the framework described in the text, transaction costs may play in different ways: on one hand,
integration through control lowers type (b) transaction costs for the leading actor, and makes them rise for the others.
At the same time, type (a) transaction cost might rise, due to the lower fidelity of the other actors involved in the
quality project. The opposite occurs for the integration through participation. For this reason we mentioned transaction
costs in brackets in Table 20.

7 - In conducting our SWOT analysis we will assume the long run as the most favourable time perspective for the
development of quality projects. Secondly, we will refer to the proposer typology as an indicator of the co-ordination
instruments along the FSC. The rationale behind this assumption is that public institutions, public administration, or
international organisations (such as ISO or even ethic organisations) could more easily develop quality projects (and
manage QAS) through an extended social participation, while private commercial institutions would apply integration
through the use of audits and controls, if possible.
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The extension of the QAS along the supply chain should also be considered, in the
sense that rules shared by all the actors favour the aggregation of the actors around a quality
project and the coordination of the resources within it (— Supply chain levels).

4.5.2.3 Confiicts and concordance among desirable attributes

The conceptual framework described above shows a number of relations among
desirable attributes that can be described in terms of (potential) conflict and concordance
(Figure 3). On one hand, fair competition seems to be in line with almost all the other attributes
that are more or less involved in the definition of fair competition itself. In particular, the
protection of the environment, the competitive chances given to rural areas and the call for
economic sustainability are consistent with the aim of the fair competition, as described in
before. On the other hand, the goal of food chain competitiveness may be in conflict with fair
competition, in the sense that a strong competitive environment may result, for instance, in a
non-sustainable use of natural resources, or may lead to an unfair distribution of added value
along the food supply chain (because of the dominant position of one actor), even hindering the
possibility of rural development. The conflicts between these attributes might especially rise in
the case of control-based integration.

This aspect is relevant for the development of the SWOT analysis, and for a better
understanding of its results. In fact, we will see that situations that are classified among
strengths or opportunities in one case might well be classified among weaknesses or threats in
another case. This is quite common in a SWOT analysis where potentially conflicting
alternatives are analysed and compared within a rational framework. The treatment of the
results of the A-SWOT analysis will take into consideration this aspect.

48



Food supply chains dynamics and quality certification
Final Report

Figure 3 - Relation among desirable attributes
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4.5.2.4 Definition of strengths, weaknesses, opportunities and threats
To apply the conceptual framework of the desirable attributes to the development of
the A-SWOT analysis, a clear definition, in general terms, of strengths, weaknesses,

opportunities and threats is necessary.

The definition of strengths, weaknesses, opportunities and threats might seem trivial or
even useless, as these terms are of common use in everyday language. However, narrowing
the analysis of the QAS and being obliged to classify their characteristics, confusion may arise
on the specific meaning of these four terms. In this perspective, it is strictly necessary to
consider, at any step of the analysis, the specificity of the desirable attribute we are reasoning
about, because something can be considered as a strength or a weakness exclusively with
respect to such desirable attribute. Even more often, the boundary between strengths and
opportunities, as well as the one between weaknesses and threats, seem to be more a matter

of individual interpretation and may therefore generate confusion.'®

To avoid missing the true objectives of the analysis, we will refer to the definition of
strength, weakness, opportunity and threat included in the next table (Table 21). The definition

is mainly based on three qualitative criteria:

8 - Even though clear in its origin, the meaning of strength, weakness, opportunity and threat is not clear when a
SWOT analysis is employed outside its original field of application. The bibliography doesn't give any help in this sense,
since the most common operational applications of the SWOT analysis usually do not provide a clear definition of S.W.0O
& T. (nor a definition of the reference conceptual framework, which is often implicit). For this reason we provide here
our own logical definitions. This will surely get the result to make our assumptions clear and to allow readers to criticise
the analysis on a rational basis. To overcome the possible confusion arising from the definitions, in the following steps
of the SWOT analysis we will cluster strengths with opportunities, and weaknesses with threats. This will approximate a
description of the QAS in terms of PROS and CONS, which seems to be a better way to tackle the issue.
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a. the relational position of each character of the QAS in accordance with the desirable
attribute (working in favour / working against)

b. the importance of each character of the QAS with respect to the desirable attribute (at
the core of the problem vs. marginal)

c. the time perspective for the effectiveness of the character (actually working vs.
potentially working in the future).

Table 21 — Definition of strength, weakness, opportunity and threat
Strength a QAS characteristic that actually works in function of a D.A,,
and/or is at the core of the problem

Weakness a QAS characteristic that actually does not work in function of a
D.A., is missing or insufficient
Opportunity a QAS characteristic that could work in favour of a D.A., depending

on other conditions or situations that might happen; or with a
marginal role with respect to a D.A.

Threat a QAS characteristic that could work against a D.A., or generate
adverse situations/results, depending on other conditions or
situations that might happen

4.5.2.5 Application of the conceptual framework of D.A. to SWOT evaluation

Given the conceptual framework of the desirable attributes and the definition of
strength, weakness, opportunity and threat, the next step is the combination between these
concepts and the characteristics of the QAS that will be made for each desirable attribute (see
Table 22).

a) Fair competition

The extension or applicability of the QAS to a high number of sectors within the food
supply chain (FSC) seems to be a strength, in the sense that this aspect actually defines the
effectiveness of the real QAS. In the same sense we can consider the geographical extension of
the acknowledgement of the QAS and the fact that the information about the QAS reaches all
the actors in the FSC, including consumers. Every limitation in such characteristics (less
extended penetration within the FSC; limited geographical extension of the acknowledgement;
targeting at FSC operators only, excluding consumers) appears to be a weakness.

On the other side, the nature of the proposer (its role, power or institutional position)
within the FSC may generate positive or negative situations with respect to fair competition, in
the sense that public institutions — governmental bodies, institutions concerned with ethical
beliefs, or international institutions not involved in business (e.g. the International Standard
Organisation) — are more likely to consider fair competition as an objective, thus generating an
opportunity, while private companies, more involved in the competitive game, could be less (or
not at all) concerned about fair competition, thus representing a threat.

b) Economic sustainability
Type A-SWOT analysis is not applicable in this case (see Type-C SWOT analysis).

¢) Environment Protection Control (EPC)
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Many QAS provide procedures regarding environment protection’s control by the
producer, as a characteristic of the production process at firm level. The presence of this
character is clearly a strength, whereas its absence is a weakness.

d) Consumer information (transparency, simple and clear message to consumer)

Communication targeted at the consumer is a fundamental prerequisite for consumer-
friendly information. Along with the information about the product characteristics and the
production process control, these features are classified as strengths. On the opposite, the lack
of such characteristics is classified as a weakness.

e) Rural development

The targeting of a QAS at the consumer, the information about the product and the
process control seem to be effective strengths in relation to rural development. On the contrary,
the lack of the aforementioned features can be classified as a weakness. Both a wider level of
acknowledgement and ownership by public institutions can be considered as opportunities.

f) Food chain competitiveness.

If we assume that quality attributes are competitive factors, the presence of a greater
number of quality attributes'® must be considered as a strength of the QAS. Other relevant
factors for the competitiveness are the level of international acknowledgement and the
targeting of the QAS at the consumer, which can be considered as strengths as well. If such
attributes are missing, this should be considered as a weakness. A wider extension of the QAS
along the FSC, as well as public ownership of the QAS (e.g. by public administrations, ethic
associations, etc.) seem to be more suited to a participated co-ordination of the food supply
chain, and can thus be considered as opportunities. Private commercial ownership should be
considered as a potential threat for FSC effectiveness in the long run.

19 - QAS are described according to 11 technical requirements that define the quality attributes of the quality schemes.
In the development of the A-SWOT analysis, we considered as a good quality level the presence of at least 6
requirements (strength). A lower number of requirements is considered insufficient (weakness).
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Table 22 - Characteristics of QAS related to desirable attributes in terms of SWOT

S w o T
Fair compet. | T levels of FSC - levels FSC <proposer> <proposer>
+ level acknow. - level acknow.
<target> <target>
Environm. |+ EPC -EPC + good practices
protection
control (EPC)
Rural develop. | <target> <target> + level acknow.
+ product char. - product charac <proposer>
+ process control | - process control
FSC + nr. requirem. - nr. requirem. <proposer> <proposer>
competitiv. |+ level acknow. - level acknow. + extension - extension within
<target> <target> within FSC FSC
Consumer | <target> <target>
Friendly + product char. - product char.
Information |+ process - process
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4.52.6 Results and synthesis

This paragraph outlines the main result of the SWOT analysis. The details about the application
of the SWOT analysis and the scoring system that allows the comparison among QAS are
described under Annex 2.

1. A-SWOT analysis was applied to the most relevant quality schemes (i.e. the most
diffused at the national level), operating in the selected countries (36 quality schemes).

2. The results of the SWOT analysis are shown in the next tables (Table 23 and Table
24)%, Strengths, weaknesses, opportunities and threats have been reduced to pros
(strengths and opportunities) and cons (weaknesses and threats). Average values of
Pros, Cons and of the Pros/Cons ratio (P/C) calculated in the group of QAS retained for
the SWOT analysis, are the guiding values for the evaluation of the result.

3. In a general view, the average P/C (resulting from the average of all the P/C ratio
calculated in the last column of Table 23) is 2,5. This means that for the existing and
most diffused QAS (say for the real QAS system at work) the number of Pros is, on
average, more than twice the number of Cons. In other words, we can say that, in a
very general view, the existing QAS system fares well with respect to the desirable
attributes that were considered in the analysis®.

4. 2/3 the QAS (24 out of 36) are beneath the average. Among these, 10 QAS are close
to the indifference threshold, 14 are between (or close to) the minimal value and the
average. The remaining QAS fare extremely well with respect to the DA. The PC ratio
for this group is between 3.5 and 5.3.

5. The results breakdown by DA, for all the QAS (Table 23), shows that the existing QAS
are more in tune with the DA related to fair competition, rural development and
consumer information, but also that the same thing cannot be said with respect to
environment conservation and FSC competitiveness.

6. To narrow the analysis, we also treated the results of the SWOT analysis to eliminate
the P/C values resulting from low numbers of Pros and Cons. The threshold in this case
is the average value of pros and cons?. The condition put on the calculation selects
only the QAS with P/C values coming from a relevant number of total Pros and Cons.
The assumption behind this is the fact that QAS which are poor in scores with respect

2 - In these tables the first column reports the name of the QAS. We do not aim at judging the individual QAS, as
indicated by their name. We are only interested in the typologies they belong to, which we described in the earlier steps
of this study, and which we will recall in the B-SWOT analysis.

2l . As a general methodology, the average values (last row of the tables) and the value of 1 (the number of pros
equals the number of cons) and 2 (the number of pros is twice the number of cons) for the P/C ratio will be used as
reference values for the description of the results.

P/C=1 (or around 1) is considered an indifference threshold, in the sense that if pros equal cons this makes no effect
in the respect of the desirable attributes; P/C=2 (or around 2) is the minimal value to consider the QAS as positive
toward the accomplishment of the desirable attributes. A value of the P/C ratio equal or higher than the average is
adopted as an indicator of a relevant aptitude toward the desirable attributes. In this case, the real average value of the
P/C ratio (2,6) has been rounded to 3.

22 _ The last column of Table 25 shows the P/C ratio that are obtained when a condition is put to eliminate the values
resulting from a very low presence of Pros and/or a very high presence of Cons. In other terms, the calculation of the
P/C ratio has been locked up to eliminate P/C ratio values which might well be high, but in fact originate from a limit of
the methodology. To do this, the P/C ratio is not calculated when the number of Pros of a given QAS is lower than the
average number of Pros (11,1), and/or when the number of Cons is higher than the average number of Cons (5,9). In
light of the above considerations, it's the last column the one that shows the most reliable results.
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to the DA give less meaningful results. As a consequence of this approach (see last
column of Table 23) about 1/3 of the QAS are no more considered. Among the
remaining QAS (25), 10 are close to the minimal value, and 11 are equal or above the
mean value (2,5 or more). Almost all the QAS that fare well with respect to the DA still
remain after this second calculation. Narrowing the analysis on the group of the 25
QAS, differences are still relevant in the results breakdown by DA (Table 25) and by P/C
value. The first group of QAS (P/C ratio < 2,5) shows poorer scores for almost all the
DA, except that in the case of rural development. The second group (P/C ratio > 2,6)
fares well for almost all the DA, with the only exception of environment conservation.
As a final remark, it should be underlined that the grouping based on the average value
also shows a geographical dimension, in the sense that QAS below or equal to the
average value are mainly nation-wide QAS, and are proposed by organisms located in
all of the three regions represented in the study (Scandinavian, Eastern and Western
Countries). Conversely, QAS above the average value are mainly nation-wide QAS (10),
but also EU-wide QAS (4), and are mainly proposed by organisms located in Western
Countries.

7. The conclusion of this analysis can be summed up into the following remarks:

a. The system of the existing QAS shows some opportunities for the achievement of
the desirable attributes. The average value of the P/C ratio roughly shows this
aspect of the system.

b. In relation to the specific desirable attributes, the above picture changes. The
system of existing QAS fares not equally well if each single field of interest is
considered, showing good scores with respect to some DA (see rural
development), but clearly worse scores with respect to other DA (see environment
conservation).

c. SWOT analysis results have been narrowed by the selection of the most
meaningful cases (that is the cases where the global nhumber of Pros and Cons is
higher). This approach allows us to focus on two main selected categories of QAS,
respectively below and over the average value of the P/C ratio. The first group,
though poor with respect to global score, still shows a good score with respect to
rural development. The second group is DA-friendly in general, but shows clear
limits with respect to environment conservation.

d. The same approach allows us to focus on the geographical relevance of the
results. Two aspects should be highlighted: (i) all the QAS with an international
diffusion are in the second group; (ii) all the QAS from Eastern Countries are in the
first group.



Food supply chains dynamics and quality certification
Final Report

Table 23 - General pros and cons by quality scheme

PROS CONS P/C
Qality schemes locked up (¥)
1ISO 9001 14 4 3.5 3.5
ISO 14001 16 3 5.3 5.3
Eurep GAP 8 9 0.9 =
BRC 9 8 1.1 =
IFS 8 8 1.0 =
LABEL ROUGE (France) 15 3 5.0 5.0
CCP France (France) 15 3 5.0 5.0
Calidad Certificada (Spain) 1 6 1.8 1.8
Artesania Alimentaria (Spain) 1 5 2.2 2.2
Artesania Alimentaria (Spain) 7 2 3.5 =
Integrated Production (IPO) (Poland) * 9 7 1.3 =
FairTrade Label (Sweden) 15 4 3.8 3.8
The Read Seal (Denmark) 14 4 3.5 3.5
Filiere Qualite Carrefour (France) 15 3 5.0 5.0
Prodution Controllee Auchan (Filiere 12 5 2.4 24
Auchan) (France)
Calidad Tradicion Carrefour (Spain) 14 3 4.7 4.7
Denomination Montagne 16 3 5.3 5.3
Q 13 3 4.3 4.3
Agri-confiance 7 11 0.6 =
Caprabo 12 5 2.4 24
Eroski Natur 12 5 2.4 24
Friland 6 8 0.8 =
Danish Veal 12 5 24 24
UK Pigs 11 6 1.8 1.8
DQC 12 6 2.0 2.0
Kongelig Hofleverandoer 1M 6 1.8 1.8
Uniquely Finnish 8 9 0.9 =
Good from Finland - Blue Swan 8 9 0.9 =
Swedish Seal 13 5 2.6 2.6
Arla Farm 3 14 0.2 =
Key Hole 6 1M 0.5 =
Czech Made 1 5 2.2 2.2
Klasa Programme 1 5 2.2 2.2
PDZ Label 11 6 1.8 1.8
Q Label 11 6 1.8 1.8
1SO 22000 13 6 2.2 2.2
Average values 1.1 5.9 25 31
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Explanatory notes to Table 23

Column "P": total number of PROS related to all of the D.A., as shown analytically in Table
24. PROS results from the addition of STRENGTHS and OPPORTUNITIES

Column "C": number of CONS related to all of the D.A., as shown analytically in Table 24.
CONS results from the addition of WEAKNESSES and THREATS.

Column "P/C": PROS to CONS ratio, results from the ratio of PROS to CONS (sub-column
"normal"). Sub-column "locked up" shows the result of P/C ration only for the QAS where
the number of PROS (CONS) is higher (lower) than the average

Row "Average values": the average values calculated along the P, C and P/C columns.
Average values are guiding references in the comparison process among QAS.

This table shows:

N
")

the aptitude of each QAS toward all of the desirable attributes (sub-column "P/C normal");
the aptitude of each QAS toward desirable attributes globally, under restricted conditions,
that is: a number of PROS equal or higher than the average PROS; a number of CONS
equal or lower than the average CONS.

the aptitude of the "quality system" as a whole toward the desirable attributes (average
value of P/C-normal).

Reference values of P/C ratio

PIC< 1 CONS are greater than PROS. The result is negative in the respect of the D.A.
PIC=1 CONS equal PROS. The QAS is at the indifference threshold in the respect of
the D.A.

P/C> 1 In general, PROS are greater than CONS. The result is positive in the respect of
the D.A.

In particular a P/C ratio around the average value of the group (2,5 for all of the QAS,
set at around 3) shows the position of each QAS in relation to the QAS system.
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Table 24 — Pros and cons by desirable attributes

Fair competition

Environment

Rural develop.

Consumer info.

FSC competitiv.

Quality schemes PROS CONS PIC |PROS CONS PC |PROS CONS P/C |PROS CONS PIC | PROS CONS PIC

1SO 9001 4 0 4 0 1 0 4 1 4 2 1 2 4 1 4

ISO 14001 4 0 4 2 0 2 4 1 4 2 1 2 4 1 4

Eurep GAP 1 3 0 2 0 2 2 2 1 1 2 1 2 2 1

BRC 1 3 0 2 0 2 3 1 3 2 1 2 1 3 0

IFS 1 3 0 0 1 0 3 1 3 2 1 2 2 2 1

LABEL ROUGE (France) 3 1 3 1 1 1 4 0 4 3 0 3 4 1 4

CCP France (France) 3 1 3 1 1 1 4 0 4 3 0 3 4 1 4

Calidad Certificada (Spain) 3 1 3 0 1 0 3 1 3 2 1 2 3 2 2

Artesania Alimentaria (Spain) 2 2 1 0 1 0 4 0 4 3 0 3 2 2 1

Artesania Alimentaria (Spain) 2 2 1 0 0 0 2 0 2 1 0 1 2 0 2

Integrated Production (IPO) 2 2 1 0 1 0 3 1 3 2 1 2 2 2 1

(Poland) *

FairTrade Label (Sweden) 4 0 4 1 1 1 3 2 2 2 1 2 5 0 5

The Read Seal (Denmark) 3 2 2 2 0 2 4 0 4 3 0 3 2 2 1

Filiere Qualite Carrefour (France) 3 1 3 1 1 1 4 0 4 3 0 3 4 1 4

Prodution Controllee Auchan 2 2 1 1 1 1 3 0 3 3 0 3 3 2 2
(Filiere Auchan) (France)

Calidad Tradicion Carrefour 3 1 3 0 1 0 4 0 4 3 0 3 4 1 4

(Spain)

Denomination Montagne 3 1 3 2 0 2 4 0 4 3 0 3 4 2 2

Q 3 1 3 0 0 0 4 0 4 3 0 3 3 2 2

Agri-confiance 1 3 0 1 1 1 2 2 1 2 1 2 1 4 0

Caprabo 2 2 1 1 1 1 3 0 3 3 0 3 3 2 2

Eroski Natur 2 2 1 1 1 1 3 0 3 3 0 3 3 2 2
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Quality schemes

Fair competition

Environment

Rural develop.

Consumer info.

FSC competitiv.

PROS CONS

P/C

PROS CONS

P/C

PROS CONS

P/C

PROS CONS

P/C

PROS CONS PIC

Friland
Danish Veal
UK Pigs
DQC
Kongelig Hofleverandoer
Uniquely Finnish

Good from Finland
- Blue Swan
Swedish Seal

Arla Farm
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Explanatory notes to Table 24

Y

- Column "P": number of PROS related to the D.A.. PROS results from the addition of STRENGTHS and OPPORTUNITIES

- Column "C": number of CONS related to the D.A.. CONS results from the addition of WEAKNESSES and THREATS.

- Column "P/C": PROS to CONS ratio, results from the ratio of PROS to CONS

- Row "Average values": the average values calculated along the P, C and P/C columns. Average values are guiding references in the
comparison process among QAS.

This table shows:

the position of each QAS in the respect of each D.A., in terms of PROS and CONS, and of P/C ratio.
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Table 25 — P/C ratio by desirable attribute for a selected number of QAS

QAS with
Desirable attributes minimal value of P/C relevant value of P/C
(P/C< 2.5) (P/C > 2.5)
Fair competition 2.1 2.8
Environment conservation 0.7 1.0
Rural development 2.9 3.6
Consumer information 2.3 2.6
FSC competitiveness 1.6 3.0

Explanatory notes Table 25

This table shows a breakdown of the results of Table 23 for 2 groups of QAS by D.A., namely:

- QAS with a value of the P/C ratio lower than the average (2,5)

- QAS with a value of the P/C ratio higher than the average

The aim of this calculation is to narrow the analysis of Table 23 by D.A., regardless of the score

of each single QAS, in order to get more meaningful results.
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4.5.3 Type B-SWOT analysis

The second step of the SWOT analysis is developed by grouping the results of the
former step into categories of QAS. In this case we refer to two main characteristics of the
QAS:

a) The typology of the proposer, which comprises:

(i) Non commercial institutions, including public administration (national or regional
administration, public agencies, etc.) and other non commercial organisations (e.g. NGO);

(ii) commercial organisations (operators of the FSC, individuals or associations).
b) The target of the QAS. Two QAS categories are determined:
(i) QAS targeted at the consumer
(ii) QAS targeted at the FSC operators

A small number of QAS are targeted at both consumer and FSC operators. To better
handle the results and to maintain an adequate number of cases in both (i) and (ii), we have
included these schemes in one of the two categories listed above, on the basis of the prevalent
vocation of each QAS.*

Both the typology of the proposer and the target of the QAS have a special importance
in the analysis. The target is an indicator of the objectives of the QAS. QAS targeted at the
consumer are generally aimed at differentiating the product, whereas QAS targeted at FSC
operators are generally aimed at regulating quality management within the supply chain. These
aspects refer, respectively, to the difference between Business-To-Consumer (BTC) and
Business-To-Business (BTB) schemes.

The proposer typology is partly related to the above mentioned aspects and partly
linked to the relevant role of the QAS in the food supply chain. The assumption behind this
issue is the fact that different actors within the FSC use the quality schemes with different aims.

Results are summarized in Table 26. This approach is based on all the relevant QAS (36).
Table 26 — P/C ratio by proposer typology and target

Desirable attributes
Criteria .
Fair - Rural Consumer FSC
competition Environment development | information |competitiv. Global

Non Commercial 2.5 0.9 3.0 2.0 2.1 2.9
Proposer Public admin. 2.6 0.6 3.1 2.1 1.7 2.9
typology  ourer ion comm. 2.5 13 2.8 18 2.8 2.9

Commercial 1.3 1.7 2.5 2.1 1.3 2.1

FSC operators 1.8 1.9 2.6 1.6 2.1 2.2
Target

Consumers 2.1 1.1 2.9 2.2 1.7 2.7

2 _ In this respect we classified ISO 9001 and ISO 14001 among BTB schemes, even if they are formally targeted to
both FSC operators and consumers.
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4.5.3.1 Proposer typology

Generally speaking, the values of the P/C ratio are satisfactory in the sense that, on
average and for all the DA, they are higher than 2. The group of the commercial institutions
shows the lowest value while non commercial institutions show a far higher value, that does not
change between the “public administration” group and the “other non commercial” group.

Results are more articulated if observed according to the single DA. Non commercial
institutions hold a better position especially with respect to fair competition, rural development
and (partly) FSC competitiveness. Conversely, commercial institutions fare better as far as
environment conservation is concerned (even if at the lowest value of the index). No relevant
differences emerge among the two categories for the consumer’s information.

Crossing these results with those related to the other criterion (target), it should be
underlined that most of the QAS targeted at the consumer are included in the “commercial”

proposer typology.

At geographical level, the following two aspects should be highlighted: (i) the exclusive
presence of “public administration” proposer typology in Eastern Countries; (ii) the exclusive
relevance of “other non commercial institutions” (e.g. especially NGOs) proposer typology in
Scandinavian Countries.

4.5.3.2 Target

QAS targeted at FSC operators and at consumers do not differ very much with respect
to all the DA, at least in global terms, even if the value of the P/C ratio is higher for the QAS
targeted at consumer. The analysis of the data for each DA does not highlight significant
peculiarities. Differences are not relevant and in most cases the values of P/C ratio are low,
especially in the case of FSC competitiveness and consumer information. Differences are more
relevant in the case of fair competition (where the QAS targeted at consumers fare better) and
of environment conservation (QAS targeted at FSC operators boast better P/C ratios). In the
case of rural development the situation reverses, as both categories fare well.

4.5.3.3 Synthesis

Type B-SWOT analysis shows in general non-relevant differences between the different
groups of QAS. The distinction between “Commercial” and “Non-Commercial” typologies is more
relevant. On one side, the “Non-Commercial” group fares better in general terms, but especially
in relation to fair competition. On the other side, environment conservation still seems to be of
lesser concern, especially for non-commercial proposers. Besides this, it is interesting to
underline the differences in the proposer typology at geographical level (mainly public in
Eastern Countries; relevant presence of some non-commercial institutions, such NGO, in the
Scandinavian Countries).

4.5.4 Type C-SWOT analysis

Type C-SWOT analysis enlarges the view of the problem from the individual (or groups
of) quality schemes to the whole system of the existing QAS. This allows to analyse some
aspects of the problem which are linked to the coexistence of the different quality schemes, as
well as the synergies or the interference rising among them. The conceptual framework
described before still remains the background for this step. But, on the other side, looking at
the way the system of the quality schemes as a whole works, allows us to think about the
system’s efficiency or effectiveness, taking into account some basic desirable attributes.
Efficiency is a difficult concept to apply to the problem under discussion. It cannot be measured
(in fact, the analysis still remains qualitative), but some basic issues can be outlined.
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4.5.4.1 — Rationale of Type C-SWOT analysis

In this analysis we consider that:

(i) The main desirable attribute of the quality system should be to avoid all the non-efficient
situations rising from the coexistence of the QAS. This might

- have negative feedback on some actors of the food supply chain, or

- lead to the failure of the quality system.

(ii) The main remarks at the basis of this approach are:
- the large number of quality schemes existing and working in the selected countries

- the different aims that the quality schemes have and work for

Referring to these issues, in this last step of the SWOT analysis process we want to
cross (i) and (ii) in order to understand how (ii) might have some effects on (i). In this kind of
approach, the relevant dimension of the analysis is the market as a whole, and the relevant
actors are producers (which we will call the supply side of the market) and consumers (the
demand side)

The rationale behind this approach is shown in the next figure (Figure 3). The variety of
quality projects (or quality schemes) can be considered as a benefit for the society, as it implies
social and cultural richness, but it might have some negative feedback. Given the variety of
objectives which the QAS aim to (which can be mainly summed up in regulation and
differentiation objectives), both producers and consumers are concerned with the problem.
Producers (particularly the weakest actors of the FSC) might bear excessive cost burden for the
participation into the quality project. Cost burden is due to the coexistence of QAS presenting
overlapping attributes (e.g.: farmers who should adopt different QAS would be obliged to certify
for each QAS), and to the transfer of some administrative costs of the QAS (e.g. certification)
backward along the FSC.

Figure 4 - Rationale for Type C-SWOT analysis
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The great number of QAS aiming at differentiating the product might create inefficiency
on the demand side. Redundant and ambiguous information might lead to a lack of credit for
the quality system. Cost burden on the supply side, and lack of credit on the demand side are
causes of failure of the quality system as a whole. If the whole system fails to establish quality
attributes, social and cultural richness is lost.

a) Result in the whole group of Countries

The variety of quality schemes and the variety of their objectives, were described in the
early steps of the study, and were analysed in terms of SWOT in the last paragraphs. Table 27
shows the measure of overlapping characteristics in the quality systems.?* This analysis is
provided for all the QAS together and, separately, for the consumer-oriented and the business-
oriented QAS.

2% - The values of Table 27 were calculated in the 36 most relevant QAS (the same QAS
analysed in the former step of the SWOT analysis). Calculation is made by counting the number
of repetition of each quality attributes (or technical requirement) through the 36 QAS. The
result is in percent. For instance: the requirement HACCP is present the 36.1% of the exiting
QAS. This is the sense of what we call the overlapping of quality attributes among QAS.
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Table 27 - Overlapping attributes among QAS (%)

Total Consumer FSC operators

Plant-related requirements 51.4 48.3 83.3
HACCP plan 34.3 34.5 33.3
Quality management system 68.6 72.4 66.7
Traceability system 68.6 69.0 83.3
Environmental impact control 314 31.0 33.3
Good practices (GMP, GLP, GAP, BAT) 54.3 55.2 50.0
Occupational Health and Safety 28.6 27.6 33.3
Management System

Product control 65.7 75.9 33.3
Process control 71.4 75.9 66.7
Personnel 314 31.0 33.3
Product characteristics 57.1 58.6 66.7

Overlapping is low for some quality attributes (Occupational Health and Safety
Management System, Environmental impact control, Personnel, HACCP plan), and very high for
others (Process control, Quality management system, Traceability system). Data interpretation
should be done with caution and correctly.

First of all, it should be clarified that overlapping is not necessarily a bad aspect of the
quality system. It may generate cost (as specified before) but also proofs that some basic
aspects of the quality are adopted by a large number of actors. This means that the quality
system /s going to use the same language (this might be the case of HACCP plan). On the other
side, for a relevant number of attributes, the effective content of attributes is not necessarily
the same for all the QAS that adopt it. This might be the case, for instance, of the measure of
environment control, or even of the traceability, which are subject to a wide range of
implementation schemes. For example: does an environment friendly system respect the same
standards in Spain and Poland? The same thing can happen for products belonging to different
sectors or different industries. Are the consumers aware of this aspect? Are they able to
distinguish and choose consequently? Inefficiency appears behind this situation.

b) The case of Spain

Secondly, performing this analysis for all the QAS, not considering their relevant
market, might be inadequate for the aim of the study. This approach must be narrowed at a
national level. Thus we applied this approach at a national level.

We applied this method to analyse the situation in Spain, a country which has shown
the greatest number of quality schemes in the group of selected countries included in the study.
The number of Spanish QAS used in this case (24) is greater than that used for A-SWOT
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analysis (where only 3 Spanish schemes are included. See Table 23). In this case, it is not
useful to distinguish between consumer-oriented and operator-oriented schemes (among the 24
QAS only 1 scheme is uniquely targeted at the FSC operators). Results are illustrated in Table
27.1. When compared with the general results of Table 27, the Spanish system shows some
concordance with the group of selected countries. This concerns some quality characteristics
(plant requirements, traceability system, product and process control, product characteristics)
that received greater attention in both the Spanish system and the whole group of selected
countries. A few characteristics (quality management systems, good practices) are less common
in the Spanish system. On the other side, some of the quality characteristics of the first group
have a very large diffusion rate among the Spanish QAS: plant requirement systems and
traceability (around 75%) and, in particular, product and process control procedures (92 and
96%) and product characteristics (100%). Quality characteristics seem to have appeal on the
consumer (that is consistent with the prevalent targeting of the QAS, as above mentioned
here).

Table 27.1 - Overlapping attributes among QAS (%). The case of Spain

Plant-related requirements 70.8
HACCP plan 33.3
Quality management system 37.5
Traceability system 75.0
Environmental impact control 29.2
Good practices (GMP, GLP, GAP, BAT) 33.3
Occupational Health and Safety Management 20.8
System

Product control 91.7
Process control 95.8
Personnel 37.5
Product characteristics 100.0

The comments we did above under (a) still remain. One more aspect should be underlined:
100% of the QAS, nearly all targeted at the consumer, declare some product characteristics;
almost all of them are process/product controlled; behind this, a wide range of quality
characteristics appear at different levels. What is the real effect of such a situation on the
demand side?

4.5.4.2 — SWOT approach to the problem

For the SWOT approach to the quality system, two main characteristics of the quality
system are retained: (i) the variety of QAS and (ii) the overlapping of QAS. Table 28 shows the
implementation of the SWOT approach. In the first column of the table we listed the desirable
attributes of the QAS (the same adopted for the A-SWOT analysis). Next columns show pros
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and cons of the characteristics quoted above, from the point of view of producers (supply side)
and consumers (demand side).

a) Fair competition

Consumers benefit from the numerousness of quality schemes, as far as it increases the
possibility to choose among a variety of products reflecting the cultural richness of the society.
This aspect seems favour also the producer, as far as a great variety of quality schemes gives
them a greater number of possibilities to increase the value of specific resources. Overlapping
attributes of the QAS can be considered as negative for both supply and demand side in the
sense that suppliers may suffer extra costs to comply with similar quality schemes, and
consumers might suffer from ambiguous information.

b) Environment

Numerousness doesn't strictly concern environment. Overlapping could be a threat for
consumer as a source of ambiguity about the effectiveness of the environment protection.

c) Consumer information

In view of correct information to consumers, the number of QAS is a threat in itself.
Overlapping is surely a cons, being a source of confusion and ambiguity.

d) Rural development

Numerousness is a chance for rural development on both supply and demand side, as
far as it allows the affirmation of the many local particularities (a good chance to counteract the
trend towards the globalisation and the standardisation of food), and contribute to differentiate
the offer. Once more, overlapping seems to be negative, in the sense that it might overcharge
consumer with quality information, with pieces of information that seems to be different but are
not in reality.

e) FSC competitiveness

A greater number of quality schemes are an opportunity to enhance competitiveness, in
the sense that producers have a variety of possibility to compete, and consumers benefit of the
competitive game linked to a wider quality choice. At the same time, overlapping is a source of
inefficiency on both sides of the market, due to possible cost overcharge and confusing
information.

f) Sustainability

Supply side is concerned with both numerousness and overlapping of QAS, as a
possible source of ineffective cost burden.

Table 28 — SWOT approach to the quality system

Number of QAS Overlapping attributes
Desirable attributes Supply side Demand side Supply side Demand side
Fair competition P P C C
Environment - - © ©
Consumer infor. - © - C
Rural development P P - C
FSC competitiveness P P C
Sustainability © - C -
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P = Pros (strength or opportunity); C = Cons (weakness or threat)

4.5.4.3 — Synthesis

The SWOT approach to the QAS analysis shows varied situations that should be
carefully considered according to their complexity. Two main aspects have to be taken into
account: the numerousness of the quality attributes and the overlapping situations.

Both aspects should not be considered as definitively positive or negative in reference
to the desirable attributes. Numerousness can be also seen as an indicator of richness and
opportunities that may benefit both consumers and producers. Overlapping may also show a
trend toward a common set of attributes that operators have chosen, and is an indicator of the
trend toward a common set of rules, shared by the operators of the food supply chain, and with
a good geographic diffusion. On the other side, negative effects may originate from both
numerousness and overlapping, in terms of economic sustainability and ambiguity.

Narrowing the analysis, numerousness in itself does not seem to be a threat, in general
terms at least, for almost all the desirable attributes, on both demand and supply side.
Conversely, overlapping of quality attributes seems to be a major concern that should be
carefully considered in relation with the effectiveness of the quality system.
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4.6 Results from task 4: Interviews
4.6.1 Objectives and main structure of task 4

The objective of task 4 is to examine the need for, the pros and cons and the possible
shape of a European quality assurance scheme, through a series of in-depth interviews with
representative numbers and categories of stakeholders in the seven relevant countries.

According to the project, the steps adopted for the execution of task 4 can be summed
up as following:

a) identifying the subjects and categories of subjects to be interviewed, according to the
objective;

b) preparing and drawing up the questionnaire for each category of stakeholders;

c) contacting the addressees to present the study and send the questionnaire;

d) re-calling the addressees to facilitate and accelerate the answering;

e) analysing the information contained in the filled-in questionnaires and using them to
improve the results of task 3 (SWOT Analysis).

When necessary, direct interviews were made personally, in order to guarantee a
representative number of answers.

4.6.2 Selection and individuation of the subjects

Four categories of subjects were determined in the perspective of the interviews, the
categories being function of the typology of prevalent activity. For each category a number of
subjects were selected and a partially different questionnaire was set up, with the aim to get
the most useful and appropriate range of information according to the stakeholders’ position
and their consequent supposed capacity of judging. The identified categories are:

producers (farmers and food processors as well as their representative organisations);
retailers and their representative organisations;
institutions, including Ministries, consumers’ organisations, animal welfare groups and
environmental conservation groups;
certification bodies working in the agro-food sector.

A geographical criterion was also used to identify and classify the subjects. The latter
are in fact individuated:

- for each one of the seven relevant countries: France, Spain, Denmark, Finland, Sweden,
Czech Republic, Poland;

- for the European Union as a whole (institutions and organisations being active at the EU
level).

According to the aforementioned criteria, a list of subjects to be interviewed was drawn
up and agreed with the Commission. A total number of 162 subjects were contacted. Their
division among categories and countries is described in table 29.
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Table 29 — Number and distribution among countries and categories of the contacted stakeholders

France Spain  Denmark Finland Sweden CRZ:;h Poland EU Total
Institutions 4 6 3 5 8 6 7 4 43
Producers 8 14 8 5 7 6 7 10 65
Retailers 4 5 3 2 3 3 3 10 33
Certifying firms 3 3 4 4 3 2 2 - 21
Total 19 28 18 16 21 17 19 24 162

4.6.3 Structure and contents

Each questionnaire is made up of three main sections.

- Section A aiming at characterising the interviewed person. It contains questions about the
institution/organisation/firm represented, as well as questions meant to obtain information
about the stakeholder’s position within the structure, his/her education, his/her experience
in the field of agro-food quality and certification.

- Section Baiming at collecting information about:

the QAS which are known by the interviewed stakeholder;

the QAS which are adopted by the interviewed stakeholder (for producers);

the QAS which are required by the interviewed stakeholder (for retailers);

the QAS which are issued by the company (for certification bodies and consultants);

the reasons behind the adoption of the selected QAS (for producers);

pros and cons of each adopted QAS (for producers);

- Section Caiming at evaluating the stakeholder’s position towards a possible policy action by
the EU in the field of agro-food quality and certification schemes. The section also contains
some questions with the objective to investigate the shape and contents which an eventual
EU-level QAS should have.

The questionnaires are mainly made up of yes/no and multiple-choice questions. Some open-

ended questions in section C are provided; they aimed at allowing better people to explain and

describe their advice and position about:
- the present situation of the QAS system within the agro-food sector;
- the opportunity and the eventual “shape” of a possible intervention by the
European Commission in the field of QAS for the agro-food sector.
- the feasibility of a substitution of the present adopted schemes by (a) new
eventual standard(s) (only for retailers).

4.6.4 Answers and results

A total number of 34 questionnaires were filled in and sent back by the contacted stakeholders.

As for all the yes/no and multiple-choice questions, all the filled in questionnaires were
analysed according to a model specifically set up with the objective to quantify number and
currency of answers for each question.

69



Food supply chains dynamics and quality certification
Final Report

4.6.4.1 Short profile of the answering people

Answering people were mainly people with charges of responsibility within the
contacted entities (managers or authorised representatives for the organizations, associations,
and other bodies).

As for their educational qualifications, almost all of them have a university degree, and
among about a half have a postgraduate certificate. Except for certification bodies, where the
average is a little lower, all the answering people — particularly from Institution and
Representative Organisation, have been worked in the agro-food field for more then 5 years
and most of them for more then 10.

4.6.4.2 Analysis and interpretation of the results

Except for the open-ended questions, the general results coming out from this analysis
are represented in the next tables.

A first analysis can be conducted for the respondents as a whole, and a second one
according to the categories and countries they belong to.

Fig. 5 — People declaring to know the different “international” standards on the total respondents

Level of aknowledgement of the main international schemes
among respondants
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ISO 9001:2000

0% 20% 40% 60% 80% 100%  120%

70



Food supply chains dynamics and quality certification
Final Report

A general high level of knowledge about the QAS emerges from figure 5, in particular
concerning the so called “international” schemes. Among them, the best known schemes are
the ISO schemes as well as the most relevant schemes proposed by consortia of retailers or
International Organisations (Eurep GAP, IFS, BRC).

Percentages are similar for the different categories of respondents, even though a
general lower level of knowledge about QAS characterises institutions compared to the other
categories, while a higher attention to Eurep GAP clearly emerges for producers towards the
other groups. A very high level of knowledge seems to exist among retailers.

The situation is rather different for the so called “national” schemes. As for this
category in fact, even referring to the QAS which have a very high importance inside the
country they belong to, their level of diffusion and visibility is often almost nonexistent out of it.
On the contrary they usually have a very good level of “popularity” and recognizability inside
the country itself, as shown by the data in table 30, based on the French example.

Tab. 30 — Percentage of people knowing the « national » French QASs, on the total respondents from
France

% France

Known certifications
Label Rouge 100%
Agriconfiance 100%
Denomination Montagne 67%
Agricolture Ralisonnée 33%
Organic 67%

Fig. 6 — Judgement on the present situation regarding the QAS system in the EU

Judgement about the QAS present situation

Mainly positive

Mainly negative
Positive

No Negative
judgement/don’t
know
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A central part of the questionnaire is represented by section 3, where the interviewed
people were required to give a synthetic judgement about the present situation of the QAS
system in the EU and the most relevant issues related to it, as well as their advice regarding
some possible policy actions to be carried on by the European Commission in this field.

Considering the total respondents, more than a half expressed a positive judgement,
towards about 29% of people being on a negative position.

I

Some differences can be highlighted among the categories, being the Institutions
representatives those whose position was most clearly positive. On the opposite, among
producers it is registered a higher level of disappointment than the average.

Among the most relevant issues individuated as “problems” resulting from the present
QAS system, most people indicated the confusion that the system would cause in consumers,
costs related to the acquisition of certificates or standards for producers, and difficulties in
management a high number of them.

The attention on each issue is however quite different according to different categories
of stakeholders. While the institutions’ attention is mainly focused on consumers, the producers
also stressed the aspect of costs, management difficulties and obstacles to market entry.

Fig. 7 — Relevant opinions about the main issues related to the present QAS system in the EU

Main issues regarding the present QAS system

Obstacles to Cost Confusion Red tape = Management Others
market entry increases for among difficulties
producers consumers
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Fig. 8 — Opinions regarding a possible policy action by the European Commission in the field of QAS

Should the EC take any action to:

100% ~
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Hno
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standardize the = Regulate the mutual create a new
existing QAS recognition “single” European
scheme

As for the stakeholders’ advice regarding an eventual policy action by the European
Commission in the field of QAS for the agro food sector, results are represented by figure 8.
The only hypothesis which most people expressed a positive judgement on, is the one related
to the regulation, by the Commission, of the mutual recognition among similar schemes. The
situation is similar and always positive for the different categories of stakeholders.

Regarding the third option, i.e. the possibility for the EC to create a new “single”
scheme in a EU framework, the hypothesis was judged as positive by the Institutions, while for
all the other categories the opinions were mainly negative.

As for the contents and shape which the eventual new European scheme(s) would be
meant to have, results are represented by figure 9.

The largest part of people who had expressed a positive advice regarding the possible
creation of a new EU standard, suggested referring it to quality and product differentiation
objectives, whereas about a half of them considered important to regulate and communicate
the safety aspects of production too.

Among the first group, the most appreciated aspects to be considered where those of
origin and territory and environmental conservation. A lower number of preferences regarded
animal welfare, product organoleptic features and social responsibility.
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Fig. 9 — Opinions regarding contents and shape of the eventual “new” EU scheme*

The new single EU scheme should refer to:
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Regarding the open-ended questions, they most help to understand the stakeholders’
position about the present system of QAS in the EU and about all the reasons according to
them regarding a possible policy action by the EC in this field. More precisely, a first analysis of
the answers given to the open-ended question in section 3, reveals some frequent and common
positions, among which:

- A diffuse sensation of confusion and bad functioning of the present system, mostly related
to the large number of schemes proposed/required to producers on one hand and
consumers on the other hand.

- A diffusion request for a policy action meant to clear up the system itself, particularly
through the mutual recognition among schemes.

Other elements arising from a less relevant share of answering people can be summed
up as following:

- A quite frequent suggestion was not to interfere in the market’s functioning, coming above
all from certifying firms and standard owners, but also some producers’ representatives and
organisations (i.e. GAM, French Farmers’ Union, Danish Agricultural Council).

- A quite diffused request for a European Standard meant to differentiate and add value to
products, particularly from farms.
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5. Necessity of a EU action in the current QAS system: possible shapes and
contents

The analysis carried out in the chapter 4.4 has enabled to set, measure and
characterise the current QAS system in the different EU countries surveyed. Thanks to the
similarities between the different Countries in the surveyed areas, this system can be
considered to be, in general, representative of the whole EU situation. We will try to summarise
below its most peculiar features with the aim of identifying its main critical elements, which will
be the base of our later analysis and assessment of a possible EU action within the QAS system.
Such an analysis will take into account the SWOT Analysis outcomes (see chap. 4.5) as well as
the outcomes of the interviews to stakeholders (see chap. 4.6).

5.1 An overview of the QAS

As the identified QAS are numerous and diverse, they were ranked according to different
parameters, so that their nature and functions would be wholly grasped. Among the various
rankings adopted in the previous chapters, the clearest seems to be the one related to the aim
of the QAS. In this perspective, the following can be singled out:
1. QAS tending to standardise and guarantee certain aspects or requirements of the
company or production unit (QAS belonging to the family of ISO, BRC, IFS, etc.);
2. QAS tending to differentiate and guarantee the product according to some peculiar
characteristics for the product, production process or production factors used to make it
(ie. Private label, Label Rouge, etc.).

The QAS belonging to the first group are put forward by ISO or by retailer consortia and always
have a multinational scope (they are disseminated over several countries). There are relatively
few of them (out of the 7 identified, 4 are disseminated in an economically relevant way). They
are also present in all countries, yet with different intensity.

All these schemes always have a reference regulation (regulated quality), and almost always
refer to requirements dealing with the organization of the company, production unit or
production process (quality management system, environmental management system,
occupational health and safety management system) and not with the product intrinsic
characteristics.

Finally, they tend to certify legal requirements (rarely) or requirements that go beyond the law
(more often) and are almost exclusively adopted in “business to business” (they are not used in
communication campaigns for the user).

The second group of QAS aims at highlighting the differences existing between a product and
its closest competition. These schemes, in fact, mostly tend to guarantee the certified product
characteristics (GMO free, product chemical composition, production techniques used, ie. those
typical of integrated agriculture, origin of raw materials, traceability, animal wellbeing
protection, adoption of more restrictive measures than those provided by the law, etc.). The
schemes falling into this group do not refer to a regulation but to a “disciplinary document”
(declared quality) often put forward by institutional bodies (national, regional or local bodies, ie.
park bodies) or private bodies (associations and producer consortia), tendon to certify aspects
that are not covered by the law and are adopted both in “business to business” and in
“business to consumer” (they are used in communication campaigns for the user).

Finally, they usually have a local/national scope.
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Some of the QAS belonging to the second family also imply compliance with requirements that
are typical of the first family (such as, in particular, the management system).

As a comment, the following can be stressed:

1. the QAS included in the first group are those that distribution or processing companies
expect from their suppliers (the companies at the bottom of the production chain have
“the power” to require the companies at the top to adopt these schemes);

2. the QAS belonging to the second group are promoted by local or regional public
institutions, by producers and their associations; they hardly go beyond local
dissemination and are at times opposed by modern distribution, which considers them
as competition for their Private Labels and anyhow little suitable for their own
strategies;

It can be stressed that the modern distribution Private Labels share the same aims as the QAS
belonging to the second group (product and sign differentiation); at times they include some of
the requirements typical for the QAS in the first group (quality management system, etc.).

A

ISOs, IFS, BRC,

Eurep GAP, ... S

guarantees

Standardisation/

QASs proposed by Public
Institutions, Farmers’ organisations,
Processors’ organisations
(Label Rouge, Calidad Certificada,
Heart Label, CCP, ...)

Differentiation

. Low number of schemes, high number of certified firms for each scheme

Higher number of schemes, lower number of certified firms for each scheme
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Broadly speaking, the relevant QAS are very numerous in Spain and France (more than 30
identified QAS), numerous in Denmark, Sweden and Finland (more than 20) while there are less
than ten in Poland and in the Czech Republic.
The QAS belonging to the first group are present in all countries, though with different
intensity.
The QAS belonging to the second group are very widespread in Spain and France (and more
generally, according to the bibliographical analysis, in all central-western EU Countries). Broadly
speaking, it can be stated that these QAS tend to differentiate and guarantee products in
relation to:

e their biochemical composition;

e their origin and the origin of the raw material used to produce them;

e the production techniques used (in particular their environmental impact, or the use of

“traditional” techniques);

e the rests of pesticides - traceable or not - on products;

e the breeding conditions of animals;

e ethical aspects of production (workforces conditions).

There are some interesting differences in the diffusion of the schemes between the different
production chains and geographical areas included in the survey, and particularly:

- in the Eastern European countries, certifications are still much less widespread
than in the Western EU countries. Current certifications mainly aim at
guaranteeing that products have some specific hygienic and sanitary
characteristics linked to product ‘safety’.

- Among the former EU-15 countries, there are some differences between the
Western and Mediterranean countries (Spain, France and, by analogy, Italy, Great
Britain and Germany) and the Scandinavian countries (Finland, Sweden,
Denmark), since in the latter the schemes aiming at certifying some ethical
production aspects (i.e. working conditions, animal welfare) or some nutritional
aspects of the products are much more widespread than in the former countries.

- As to the differences between production chains, in general, the dissemination of
schemes aiming at differentiating the product is inversely proportional to the level
of production concentration. Very concentrated sectors show, on average, a lower
‘tendency’ to certification than all the other sectors (in very concentrated sectors,
the product differentiation is mainly based on company’s brands).

- Schemes are mainly affected by the characteristic(s) of the product market
area(s). There are often special schemes specifically designed for a particular
market and/or customer (e.g. “UK pig” in Denmark).

5.2 The ratio of QAS and the main drivers of change

The bibliography on the QAS and their dissemination shows a sharp growth for both groups of
schemes described in the previous paragraph; this growth started in the first nineties, became
impetuous right before and after the year 2000 and does not seem to slow down. The same
trend is visible in Eastern countries, though the process is a bit late if compared with the
Europe of the 15.

In the light of the analyses carried out within task 2, this situation seems originated by the
following factors:
1. the progressive liberalization of markets which began with the Uruguay Round, the
increased efficiency of transports and the growing size of companies operating in the
agro-food sector;
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2. the increased international competition and therefore international trade, above all for
easily movable products;

3. the change in life and consumption styles, mostly as to the growing awareness towards
new quality “dimensions”, ie. environmental, ethical, social, organoleptic, nutritional
quality, etc. (the latter due to increased available income);

4. the plentiful supply of foods (markets and products “in excess of supply”).

The joint action of the above factors has made operators in the agro-food sector adopt the
following strategies:

e expand provision areas in order to lower provision costs (above all in the case
of global and multinational companies, which tend to concentrate their
production facilities and centralize provisions);

o differentiate one’s own products, connecting them with the territory of origin
and highlighting their peculiarities (in terms of contents, production modes,
traditions, environment protection, etc.). This strategy was adopted by modern
Distribution to reduce competition among Signs (through Private Labels) as well
as by local bodies, producers and associations of producers in order to
differentiate and promote their own products and defend them from the
growing competition.

The adoption and use of the first of the mentioned strategies has led to a major drive towards
the dissemination of “standardization schemes”, because they allow appropriate guarantees of
the overall quality of suppliers at lower costs if compared with those incurred by customers if
they carried out direct inspections and checks (in other words, through these schemes,
transaction costs go down as controls and inspections typically carried out by customers on
products or suppliers’ production facilities are de facto delegated to a third party — the certifying
body — who, at the expense of suppliers, will provide the necessary guarantees for customers).

The adoption of the second strategy (differentiation) has, on the contrary, led to a major drive
towards the dissemination of differentiation schemes, as these schemes can theoretically
highlight the peculiarities of products, making them unique and irreplaceable and therefore able
to stand the cheap competition coming from such production areas as South America or Asia.
These schemes were also considered appropriate to differentiate products according to the new
“dimensions” of quality emerged over the last decade, and in particular the ethical, social and
environmental dimension.

5.3 Challenges and limits for the present QAS system

Today, a considerable part of the opportunities for the EU agro-food system to face the current
competitiveness challenges of the national and international market is based on the quality
assurance and regulation system.

When defining any ‘corrective’ action for the current system, it is, therefore, necessary to take
into account this medium/long term perspective.

On the other hand, the identification by EU public authorities of specific objectives to be
pursued by the system as well as the attempt to orient and, if necessary, to reorganize the
system itself according to these objectives represent an important opportunity to increase the
competitiveness of the agro-food sector in the EU countries.

The analyses carried out in this study, and particularly within the tasks 3 (SWOT Analysis) and 4
(Interviews), have revealed some critical aspects in the current QAS system, which will have to
be carefully taken into consideration when elaborating some strategies and improvement
proposals (see par. 5.4).

78



Food supply chains dynamics and quality certification
Final Report

The main critical elements can be summed up as follows:

54

The number of current schemes in the different EU countries is very high. Some of
them tend to overlap as they regulate similar or identical aspects of the production process
and sometimes they also have identical requirements.

The great number and variety of current schemes is not a negative factor in itself.
On the contrary, it can be considered as an indicator of the great ‘richness’ and variety of
the EU agro-food sector, which can become a great competitive advantage for the EU
production system on the national and international market, if they are duly exploited and
enhanced.

On the other hand, in addition to the great number of current schemes, there are
today some other critical aspects, and specifically:

o A general confusion in end consumers, who sometimes are not able to duly
understand and appreciate the single schemes and their relative ‘guarantees’.
In general, this can determine a loss of confidence in the system and little
effectiveness in the achievement of the objective to enhance and characterize
the different productions in the eyes of the consumers.

o The partial or total overlapping of some schemes (which regulate similar or
identical aspects of the production process and which sometimes also have the
same requirements) shows a general /ack of effectiveness of the system as a
whole. In particular, from the point of view of producers, such overlaps lead to
unnecessary duplication of costs (controls, audits, documentation) with no
evident benefit.

As to the series of ‘relevant objectives’ (desirable attributes under par. 4.5.2)
identified by the Commission (fair competition, economic sustainability, rural development,
environmental protection, etc.), the current system shows good general performance.
However, as to some particular “attributes”, it is still weak and little effective and,
therefore, it needs to be considerably improved.

In general, the schemes that better satisfy the “desirable attributes” defined by
the Commission are those proposed by public institutions and international organisations.

Some hypotheses for an evolutionary strategy of the present QAS system

5.4.1 Desirable objectives

According to the Commission’s instructions, a series of priority objectives (“desirable attributes™)
to be pursued by any system evolution was defined. Such desirable attributes concern the
following aspects (see par. 4.5):

- fair competition;

- economic sustainability (especially for farmers and small farmers);

- environment conservation;

- consumer information (transparency; simple and clear message to consumer);
- rural development;

- food chain competitiveness.

The strategies outlined below to achieve these objectives will also take into account the
stakeholders’ stances and opinions emerged during the study period through direct interviews
and several meetings (workshops).
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The main elements resulting from the processing of the above stances and opinions, which will
be taken into consideration when elaborating any strategic proposal, can be summed up as

follows:

1. The current inopportunity to create new European protocols or regulations and the need to
focus on the reorganisation and, if necessary, the simplification of the current system to
make it more manageable and cheaper.

2. The advisability of exploiting the great variety and richness of the current schemes and, in
general, their current and potential strong points, including, in particular:

the variety and high number of schemes, which are themselves a wealth, although they
need to be carefully examined as for technical aspects and credibility;

the regulatory ability "de facto" of some (perhaps many) of them, attesting the
effectiveness of the system or some of its components;

preserving and developing the quality level reached, mostly in transition countries,
keeping in mind their socio-economic and structural determinants;

stressing the positive management modes in existing systems.

3. The need to eliminate or mitigate some points of inefficiency in the system, in particular:

risk of confusion for users/consumers;

risks of duplication and overlapping between similar schemes with, thus, unjustified
increased costs for the producers involved.

risk of too high costs or complicated management for producers, in particular those
potentially effective but structurally weak;

risk of exploitable use on the part of stronger production chain operators;

stress of lacking socio-economic or ethical objectives (according to the desirable
attributes and possibly beyond), which could become relevant for the production
system and future users.

According to the study outcomes, the stakeholders’ opinions, and the above considerations, it is
possible to elaborate a medium/long-term strategy to improve the efficiency and effectiveness
of the current QAS system taking into account the objectives pursued by the Public Authority

(EC).

5.4.2 Proposals

In the light of the carried-out analyses, and in particular of:

the need for qualitative and organizational standards that go beyond the law (standards
ISO and standards IFS, BRC, etc.) and favour exchanges also at great length,
preventing and hindering “unfair competition”;

the progressive disclosure of new quality dimensions on the side of existing ones
(social, environmental, nutritional, ethical, quality etc. flanking such ever-present
qualitative characteristics as safety);

the need to “put some order” within the QAS, so that they become cheaper and their
dissemination can be rationalized,

the “geography of quality”, which is now very different in the three groups of analysed
Countries but after all seems to converge towards higher and more sophisticated levels;
the aspirations of public bodies in terms of “desirable attributes”;

some proposals can be put forward.

In this respect, an essential distinction must be made between the two main scheme types, that
is, QASs aiming at “standardization” and QASs aiming at differentiating and enhancing products

80



Proposals for the
"standardisation”
schemes

1) The "modular
scheme’

Food supply chains dynamics and quality certification
Final Report

and/or producers. These two scheme types pursue different goals, show different problems and
require different strategies and proposals.

As to QAS belonging to the first group (standardization), at the moment, the main problems are
that:

- for producers, the adoption of these schemes is almost always “required” by the
customer. Therefore, it is not really “voluntary”, even though it is essential to enter
some markets.

- the schemes required by retailers to buy and sell a product may vary from one retailer
to the other or according to the geographical area in which a retailer operates.
Therefore, a producer may be required to apply several different schemes and to obtain
the certification for each of them with, thus, great management difficulties and very
high costs, which increase as the number of schemes for which the firm has to obtain
the certification increases.

- there are many overlapping areas between the different “standardization” schemes,
that is, identical requirements ruled by different schemes (e.g. quality management
system, equipment requirements, environmental management system, HACCP, etc.).
For producers required to adopt several schemes at the same time, overlaps imply
inefficiencies and useless duplication of costs (controls, audits, documentation to be
managed, etc.).

In the light of this typology of problems, the solution seems not to lie in the creation of further
schemes to be added to the already existing ones, but rather in the adjustment of the existing
schemes to organize and standardize them.

An efficient solution could be that of merging the present schemes into one, which could have a
“modular” structure, with later modules to be activated separately (ie. quality management
system + HACCP + environmental management system + ...). This solution would enable to
use the contents and structures of the already existing schemes, solving at the same time the
problem of overlapping and duplication. A single scheme with several modules that can be
activated separately would allow firms to follow a “step-by-step” qualification and certification
path whose extent would depend on the humber and type of guarantees required by suppliers.
The single modules could be determined starting from the main international schemes that
already exist (ISO schemes, first of all, but also reference schemes proposed by retailer
consortia, such as EUREP GAP, IFS, BRC), which could be selected according to their
validity/effectiveness in guaranteeing the single production aspects.

The picture below shows an example of the possible structure of the above described scheme.

Fig. 10 — Example of a « modular scheme » for standardisation

Modules Description Active/Non active
1 Quality Management System \
2 Quality Environmental System \
3 Plant requirements
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This “modular” solution could represent a further step forward, considering also the brand-new
ISO 22000 standard, which already integrates different aspects of most of the currently used
schemes (Quality Management System, Environmental Management System, HACCP,
traceability, good practices, etc.). A modular system would also allow firms to certify only some
specific aspects of the production process or to gradually certify the other aspects.

An alternative solution to the organization of a modular system like the one described above
would be the promotion and regulation of the mutual recognition between the existing
schemes, which could be immediately applicable and which would be widely supported by the
operators of the production chain (and especially by producers and owners of processing
industries).

This solution would solve, at least partially, the problem of the overlapping between different
schemes and, above all, it would make the system less expensive for producers. If the system
of mutual recognition worked properly, the number of certifications required to each producer
would considerably decrease and producers would probably tend to spontaneously converge on
the “widest” certifications (see ISO 22000) that provide appropriate guarantees for all the most
relevant aspects of the production process.

As to QASs aimed at differentiation of products, the situation is quite different and the current
system shows many problems. In this case, the elements to be considered are the following:

1. Existence of an extremely great number and variety of schemes focused on production
aspects that partly vary according to geographical area (health and safety in Eastern
Europe, organoleptic properties and origin of products in Western and Mediterranean
countries, ethics and animal welfare in Scandinavian countries). All these schemes are
targeted at end consumers, but they are promoted by different subjects with a different
“title” (public institutions, producers, producer consortia, retailers, international
organisations).

2. Due to what described under point 1., there is the risk of creating a general confusion
in end consumers, who will find it difficult to understand, recognize and appreciate the
real effectiveness of the single schemes and, thus, to “trust” in what a scheme
guarantees and certifies.

3. Due to what described under point 2., the producers/promoters of the scheme run the
risk that the scheme is not duly appreciated and that, thus, the objective of the
appropriate enhancement of the product is missed. This is particularly the case for
small producers, and especially agricultural producers, who seldom have strong brands
of their own and often join collective brands (ministerial and/or regional brands, brands
of an association, etc.).

All these conditions seem to really set the frame for a EU action aiming at regulating the
current qualification and enhancement system at the European level.
Such an action could be similar to the one successfully taken for territorial marks (PDO, PGI),
even though in this case the focus would be no longer the place of origin or the “traditional”
character of the production process, but rather those quality aspects that are usually covered
by the currently existing schemes. In particular, such aspects concern:

e product biochemical composition;

e production techniques used, in particular their environmental impact;

e rests of pesticides - traceable or not - on products;

e breeding conditions of animals;

e ethical aspects of production (workforces conditions)
As already seen before with standardisation schemes, even in this case, an effective and
sustainable solution, which would cover all the various above-mentioned aspects, could be a
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modular scheme. Here the single modules would correspond to the different aspects to be
certified and could be activated separately.
On the other hand, the creation of a single EU reference scheme (a European Framework)
including all the different modules would increase both the brand’s appeal on consumers and
the reliability of the certificate in the consumers’ eyes. The increased reliability of the brand
could result in:
- consumers more ready to pay with, thus, possible benefits in terms of income for all
producers involved, and especially agricultural producers.
- an important competitive instrument for the whole EU agro-food system, especially as
far as less qualified or not qualified products coming from Third Countries is concerned.

Fig. 11 — Example of a « modular scheme » for qualification

Modules Quality attributes Active/ Non active

1 Organoleptic \

5 Ethics

Finally, it seems also important to underline the opportunity to create and regularly update a
sort of “register/watch” of the current quality schemes applied in the different EU countries,
complete with the most important characteristics of these schemes. Such an instrument, which
should be kept at the European Commission, would enable to continuously monitor the system
evolution with greater transparency as well as to adjust, if necessary, any EU action taken (e.g.
inclusion in the European scheme of later modules relating to quality aspects of more recent
concern).
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6. Conclusions, remarks and recommendations

This study allowed a depth analysis of the QAS system in the EU. The analysis as
developed pointed out some important positive elements but also a series of criticisms that we
wish to talk about.

The “standing” that the system reached in all the countries of the EU, in terms of
schemes’ expansion and consequently schemes’ role about the regulation de facto of some
aspects of the production an commercial agreements, is extremely relevant.

The protocol and quality certification system, supports and is “added” to the system of
binding laws that regulate the production at both national and EU level, completing it (when it
regulates some aspects of the production that are not under compulsory laws’ regulation) or
“improving” it (offering this way higher guarantees in comparison with the minimum provided
by law).

The typology of the requisites laid down by the standardisation schemes, together with
their characteristic over national impact, makes it become an important tool for the control
along the supply chains and for the commercial agreements to be easier and easier, even
between different countries.

The great diffusion and the general agreement in the different countries about the
schemes improving the product’s valorisation, is an important element that must be considered
and used to qualify the European agro food, making it become a competition tool towards third
producers.

On the other hand, the system shows some weak points and some inefficiencies. The
main ones could be summarized under two fundamental aspects:

- the high number and the great variety of existing schemes could imply a lower level of
transparency and the possibility of confusion for the consumers, with a consequent
possible loss of faith in the system itself. Under these conditions, the system could “fail”
in the objective of communicating quality and valorising products and/or firms.

- the existence of “overlappings” among the different schemes (different schemes that
regulate similar aspects of the production, sometimes with equal requisites) implies
superfluous duplications of costs (time, documentation to deal with, controls, etc.) for
the firms which buy the certificate.

From a strategic point of view, the existing system, opportunely improved and brought
to efficiency, represents a fundamental qualification tool for the European agro food supplying
and more generally for the EU agro food production system.

The study allowed to define some suggestions about the lines that could bring out the
improvement of this system, in terms of effectiveness and efficiency in accordance with the
objectives as determined by the Commission. Those lines, differentiated for the two main
typologies of QAS (“standardisation schemes” and “valorisation schemes”) would provide, in a
very few words, for:

A substantial action of regulation among the existing schemes, concerning the
“standardisation” category:
i. operating on the mutual recognition of similar QAS or QAS that can
be partially overlapped
ii. establishing a scheme with a "modular” structure, with modes that
correspond to single “aspects” of the regulation (QMS, EMS,
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HACCP, etc.), and that can be activated after, into a “step-by-step”

qualification framework.
The creation of a EU framework scheme for the QAS that promote “valorisation”; this
scheme could be applied to the different aspects of the “quality” (environmental impact of
the productions, processes adopted, ethical aspects, animal welfare, etc.), and at the same
time, would not create confusion nor be less credible. Also in this case, the adoption of a
modular system, with modes that correspond to single “aspects” of the qualification and
that can be activated separately and opportunely pointed out on the product, seems to be
an efficient and feasible solution.
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Annex 1

Preliminary ideas about the SWOT analysis

Some introductory remarks must be made for the development of a comparative SWOT analysis of
the QAS.

The first question to be answered is in which way strengths, weaknesses, opportunities and threats
(S.W.0. & T.) should be assessed to compare QAS. For this objective, the first part of this annex will
summarize some general aspects of the QAS problem, trying to describe its complexity. The second part is
aimed at defining a methodology to apply SWOT analysis to the QAS problem. In this part we will set the
rationale to choose the relevant point of view in analysing S.W.O. & T., and to understand the design of a
desirable QAS according to this standpoint. An exercise in SWOT analysis will be proposed in the end.

1. The complexity of the QAS problem

Under the very wide umbrella of the consumer’s rights, the reality of the QAS is very complex, as it
actually refers to a multiplicity of functions within the food supply chain. We will now try to describe this
complexity and, at the same time, to understand in which ways the specific matter of the QAS is related to
other aspects and functions of the socio-economic system. Some elements must be considered to
understand the complexity of QAS:

e The variety of actors involved in the QAS is a primary reference. Consumers, producers and processors,
retailers, public institutions are involved in this issue. It is easy to state that among these categories
there are very important differences.

e As a second reference, the variety of geographical levels should be considered.

e Besides this, QAS seem to comply with some technical and economic functions that are basically related
to regulation and competition. QAS are aimed at standardising some attributes of the products, of the
production process and of the firm itself. The standardisation assures the consumer about the quality
attributes, and gives to the firm means of differentiation to prevail in a competitive market. On the other
hand, in doing this the QAS also complies with other functions.

In the next table we put into relation the position of the different actors in the food supply system
with the basic technical and economic functions of QAS. This allows to understand what functions - besides
assuring the consumers about quality attributes - the QAS might have (and actually have). The assumption
behind this analysis is a general knowledge of the structure of the food supply system and of the economic
relationships among the actors involved (Table 1.1). The concern about the consumer and the customers is
likely to be common to all actors within the regulation function, while the meaning of the QAS differs a bit
more according to the actors in the competition function, mainly because of the economic power of each
kind of actor along the supply chain (control vs. counteraction).

If we consider the geographic dimension, some more aspects add to the framework above. Assuring
customers within the food supply system (including the consumers) is still a core function of the QAS,
together with the competition. The role of large-scale retailers and food processors in the regulation function
might be enhanced in this case because of the multinational (or even global) status of these firms in those
areas where QAS are less developed (e.g. new Member States in the EU). On the other side, most of the
national and regional food systems in the EU have implemented means to support local products, stemming
from private initiative as well as from public action. The linkage between private associations and public
administration plays a specific role in this case (e.g. by way of rural development strategies). In this
perspective, QAS are means of competition to affirm regional or national products in the national and
European markets. Thus, they might be considered as non-tariff barriers in the domestic market, as well as
in the world market.

In this perspective, one more aspect should be underlined in the geographical sense that is the
differentiation of national systems. At least three cases appear for now: (a) the case of Western European
Countries (Spain, France): high product differentiation and QAS affirmation, with rooted regional specificity
and strong administrative power; (b) the case of Eastern European Countries (such as Poland): transition
countries, with stronger interest in product normalisation at basic levels; (c) the case of Scandinavian
Countries: sophisticated and organised quality assurance schemes, with low or no regional specificity at all.
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Table I.1 — Actors and functions in the food supply system

Functions

Actors Regulation Competition

to assure the consumer about the attributes |[means of horizontal competition (through
of the product/process product differentiation)

means of vertical competition (competition
toward suppliers, both food industry and
farmers), aimed at a backward control of
the supply system

to reduce transaction costs in supplying
operations, especially in trans-national

Distributors . o
business organisations

(organised
distribution)

to fill in the inefficiency of administrative
controls in assuring legal standards of food
security (@ sort of shift from
public/administrative ~ to  private/market
control);

to assure the consumer about the attributes |means of horizontal competition (through
of the product/process product differentiation)

to reduce transaction costs in supplying|Means of vertical competition toward
operations, especially in trans-national | SuPpliers, both food industry and farmers,
business organisations aimed at a backward control of the supply
system; means of counteracting the

Food industry distributors' power in the final markets

to fill in the inefficiency of administrative
controls in assuring legal standards of food
security (@ sort of shift from
public/administrative ~ to  private/market
control);

. means of vertical competition aimed at
to assure the consumer about the attributes .
Farmers counteracting the market power of food

of the product/process industry and distribution

to help the market appreciation of national
or local products (— functionally linked with
local development)

to assure the consumer about the attributes

Public institutions of the product/process

2. Applying SWOT analysis to QAS comparison

Developing a SWOT analysis asks for some introductory concepts in order to adapt general criteria
for this kind of approach to the specific subject (that is the comparative analysis of Quality Assurance
Schemes-QAS).

Because of its nature and its origins (strategy analysis of the firm), conventional SWOT analysis
implicitly adopts the point of view of the firm to determine strengths, weaknesses, opportunities and threats
in relation to a strategy. A firm can be considered as a particular type of institution, characterised by a set of
rules, aims and strategies.

In the agro-food system, a number of institutions promote and lead QAS, each of them
characterised by specific missions (see above, Table 1.1). They might be either in conflict or co-operative,
showing some overlapping areas or common objectives. Objectives may vary according to the nature of the
institution promoting the QAS, so that strengths and weaknesses, opportunities and threats can vary very
much according to the specific point of view of each institution®.

Developing a comparative SWOT analysis among different types of QAS thus calls for the choice of a
relevant or leading point of view, in the light of which strengths, weaknesses, opportunities and threats
should be identified. Failing to accomplish with this aspect, no scoring could be developed for the different

» - Enhancing firm dominance as the result of a strategy is a strength for the firm but it is a threat for other actors such as consumer
associations, suppliers, or even for the public institutions concerned for the efficiency of the economic system, for an equilibrate welfare
distribution, etc.
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schemes, because they would not be judged in accordance with a consistent set of features or characters (a
lack of comparability would appear in this case, and the results would be unreliable).

In describing the S.W.0O. & T. two aspects should be given a special attention:
a) the functionality of the QAS in relation to the objectives of the relevant institution;
b) the functionality of the QAS in reaching its own objectives.

We will refer to (a) as /institutional consistency, and to (b) as self-consistency of the QAS. The judgement
about (a) and (b) is necessarily based on some assumptions about the desirable characteristics of a QAS for
both aspects. The SWOT analysis should take into account one (or mainly one) of this aspects, in order to
simplify the comparison process and the related final synthesis.

3. Institutional consistency

Given the objectives of the study, the public institution can be assumed as the main standpoint for
the SWOT analysis. Thus the questions are: what is the desirable outline of a QAS from the standpoint of
the public institution? What should it be (or what should it be not)? How can we find out it? A major problem
arises in answering this question, as we should assume some hypothesis about a possible QAS regulation
framework in the EU, while such hypothesis are expected as a result of the SWOT analysis. To overcome this
problem we will refer to a very general policy framework in which some basic criteria are assumed as pillars
of our reasoning.

The public sector (or public actor) has multiple objectives to reach, in different situations within the
social and economic system, that call for an arbitrage based on social, political and economic criteria. If we
consider the QAS problem within the food supply system and its complexity, a number of objectives appears.
At a first glance, and in very general terms, we can assume that the public actor's aim should be to operate
with a view to (a) assuring the consumer about the respect of certain food standards and attributes, given
(b) an adeguate functioning of the supply system, in the framework of (c) some socia/ values. Conflicts
among these objectives can appear, that could eventually be described in terms of trade-off between
(social) equity and (economic) efficiency.

A number of attributes of an ideal QAS regulatory framework appeared in selected contributions by
different stakeholders during the JRC Workshops. Working on these sources, a list of characteristics that
should be consistent with the objectives of a public institution was drafted:

- fair competition;
- transparency of rules and procedures;
- reliability of certification;

- spreading the economic and administrative burden along the food supply chain (or sustaining
weaker sectors and social classes against a pure and simple market efficiency);

- mutual knowledge of the local/national QAS (or elimination of possible trade barriers arising from
local QAS in the domestic/EU market)

- EU-wide renown and reliability;

- avoid overcharging standards and overlapping standards among QAS;
- food pluralism;

- (food safety).

4. Self-consistency

The way objectives are reached leads us to describe the S.W.0.&T. of the QAS with respect to their
self-consistency. In this perspective a number of characteristics can be listed according to two main criteria,
that is:

- the More-Is-Better (MIB) principle, including features and attributes of the QAS that should
be extended or strengthened to make QAS more effective or efficient;
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- the Lower-Is-Better (LIB) principle, including features and attributes of the QAS that should
be brought to a minimum level in order to make QAS more efficient (these attributes might
be related with the sustainability of the QAS).

Some possible QAS attributes related to these criteria are listed below. Starting from this list,
possible trade-offs between attributes could be analysed, which might generate conflicts or synergies
(Cupertino) among attributes, allowing for the characterisation of S.W.O. &T. according to the self-
consistency of the implementation mechanisms of the QAS.

Table 1.2 — MIB/LIB approach

More-Is-Better Attributes

Lower-Is-Better Attributes

Including a higher number of sectors of the food
supply chain

Reducing implementation cost

Covering a higher number of countries

Reducing  administrative
simplifying procedures)

requirements  (or:

Covering a higher number of products

Reducing overlapping areas of certification among
QAS

Covering a higher number of steps of the
production process

Reducing the number of standards

Extended and deepened traceability

Simplifying audit procedures

Enhanced EU-wide dissemination and knowledge

.. etc.

Enhanced standards comparability

Enhanced cost sharing within the food supply chain

.. etc.
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Annex 2

Explanatory notes to the implementation of SWOT analysis

1. Implementation of type A-SWOT analysis through selected cases

In this paragraph the methodology of A-SWOT analysis is applied at some selected QAS. A clear and
extended description of the S.W.0. & T assignment process is provided for a better understanding. "Case
studies" refer to some QAS that were selected mainly according to two criteria, i.e. the typology of the
proposer and the aim of the scheme, as described in the following table:

Table II.1 — Selected cases of A-SWOT analysis application

QAS Proposer Aim
non commerC|_aI |r)ternat|onal regulation
ISO 9001 organisation
(BTB)
public organisation differentiation
Label Rouge
(BTC)
. L regulation
BRC retailer association -
(mainly BTB)

The application of the SWOT process starts from the review of the characteristics of each scheme, as
described in § 4.4 of the report, especially Table 17. Such characteristics are examined in the light of the
conceptual framework designed for the desirable attributes (see § 4.5.3.2), and of the definition of strength,
weakness, opportunity and threat (§ 4.5.3.4). The way a characteristic of the QAS is judged as a strength, a
weakness, an opportunity or a threat is finally described in § 4.5.3.5, which is the operational application of
the SWOT analysis background, summarised in Table 22 (v. report). We will now develop the whole process
for a few QAS. To do this, we need to recall the characteristics that are called into question for each
desirable attribute, and assign them to S.W.O. or T. boxes, as summarized in the next tables (Table II.1 to
11.3)

e ISO 9001

ISO 9001 scheme:

a. is promoted by an international organisation (International Standard Organisation) which is mainly an
international, non commercial organisation, even if private and not depending on a public administrative
institution;

operates and has wide acknowledgement at an international level;

concerns all the levels of the food supply chain;

is directed to both the food supply chain operators and to the consumer;

complies with 5 out of 11 relevant requirements used to describe the scheme, namely:

- quality management system

- traceability system

- product control

- process control

- personnel

® a0 o

According to the conceptual framework of the desirable attributes and to the definitions of strength,
weakness, opportunity and threat, these characteristics reveal their aptitude for each desirable attribute, as
described in the next table. In detail:
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The international level of acknowledgement and the involvement of all the sectors of the FSC
contribute to define a common set of rules for all the operators of the FSC. The same can be said, at
geographical level, for international acknowledgement of the scheme. The communication of the
scheme to the consumer is also a true characteristic of QAS benefitting fair competition. The nature of
the proposer (non commercial organization) is an opportunity, as far as such a proposer is not
involved in the competitive game and mainly reflects technical issues from all the actors involved in
the institution.

The lack of measures for environmental impact control is of course a weakness with respect to
environment conservation.

The communication of the QAS existence to the consumer is a strength, as far as it is real and
effective.

The rural development benefits from the communication of the scheme to the consumers (allowing
them to appreciate any product ISO 9001 certified), from the potential involvement of all the levels of
the FSC (that allows the involvement of all the actors in the establishment of a given quality standard),
and from the process control (that is a distinguishing point for local products). The role and the
position of the proposer, as described above, might benefit rural development. Conversely, the lack of
information about the product control (that is another point of distinction together with the process
control) is a real weakness of the scheme in relation to rural development.

The FSC competition takes advantage of the international acknowledgement of the scheme (as far as
it allows the achievement of the quality standards on a wider market) and of the communication to the
consumer. The involvement of all the FSC levels is a characteristic that might benefit FSC competition,
as a potential factor of integration around a quality project. The same thing can be said for the nature
of the proposer. On the other hand, the limited number of requirements fulfilled by this scheme is a
weakness, in the sense that competitiveness is believed to take advantage of a higher number of
quality attributes.

Table II.1- Detailed SWOT analysis for ISO 9001

Desirable attributes S w (0] T

Fair competition -

international level of
acknowledgement
- all the FSC levels
covered
- both FSC operators
and consumers

- proposed by a -
non commercial
organisation

targeted
Environment - - measures for - -
conservation environment
conservation not
included
Consumer - consumer targeting |- - -
information included
Rural development |-  Pprocess control - product - proposed by a

included

consumer targeting
included

wide FSC levels

characteristics not
included

non commercial
organisation

involvement
FSC competitiveness | - international - limited nr. of - proposed by a
acknowledgement quality non commercial
- consumer targeting requirements organisation
included (5/11) - wide FSC levels

involvement
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Label Rouge

Label Rouge scheme:

® oo oo

is promoted by a public organisation, resulting from the grouping of many actors of the FSC;
operates at national level;

concerns all the levels of the FSC;

is especially (exclusively) targeted at the consumers;

complies with a high number of quality requirements (8 out of 11), only excluding environmental impact’s
control, occupational/health safety management and personnel requirements.

In the next table, we report the result of the SWOT analysis for this scheme. In detail:

Fair competition takes advantage of the involvement of all the sectors of the FSC and of the information

targeted at consumers. Conversely, the national acknowledgement of the scheme is a limitation with
respect to a wider geographical acceptance of common rules. The position of the proposer may be
viewed as an opportunity, in the sense that a public institution is generally more concerned with the
respect of fair rules of competition.

The absence of measures for environmental impact control is a weakness in relation to the environment

conservation. On the other side, the compliance with some requirements indirectly related with
environmental impact control (HACCP or similar protocol, the recommendation of good practices) is an
opportunity for environment conservation.

Label Rouge scheme is mainly targeted at consumers. This aspect, together with the control of the
process and of the product, is a chance for clearer consumer information.

The same goes for the aptitude of this scheme for rural development. The nature and role of the
proposer is an opportunity with respect to this desirable attribute, as far as public institutions do care
about rural development.

For FSC competitiveness, the targeting at consumers, together with the high number of quality
requirements fulfilled by this scheme (8 out of 11), are real strengths. The coverage of all the levels of
the FSC and the nature of the proposer are potential good points for FSC competitiveness, in the sense
that these characteristics might favour the aggregation of the FSC around a socially shared quality
project. On the other hand, the limitation of the scheme at national level is also a limitation of the
potential market and, in this sense, it represents a weakness.

Table I1.2 — Detailed SWOT analysis for Label Rouge

Desirable attributes S w (o] T
Fair competition - wide FSC levels - national - proposed by a -
involvement acknowledgement public organisation
- consumer targeting
included
Environment - - measures for - HACCP included |-
conservation environment - good practices
protection control not | included
included
Consumer - consumer targeting |- - -
information included
- process control
included
- product control
included
Rural development |-  Process control - - proposedbya |-
included public organisation
- product control
included

- consumer targeting
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included
FSC competitiveness | - consumer targeting |-  national - proposed by a -
included acknowledgement public organisation

all the FSC
levels covered

- high nr. of quality -
requirements (8/11)

British Retailer Consortium (BRC)

BRC scheme:

a) is promoted by a private commercial organization (retailers’ association);

b) operates at international level;

¢) concerns the food industry;

d) is targeted at FSC operators only;

e) complies with all of the 11 relevant typologies of requirements that describe the QAS.

Fair competition is sustained by the international acknowledgement, that assures a wide geographical
diffusion of the scheme. On the other side, the limitation of the scheme to the food processing industry
and the exclusion of the consumer from the information plays as a weakness. The position and role of
the proposer (retailers’ organization) is a threat to fair competition, in the sense that its economic power
within the FSC is a possible source of domination, and of unfair imposition of rules in the competitive
game.

The presence of a protocol for environmental impact control is a strength with respect to environment
conservation, while HACCP and good practices are opportunities in relation to the same goal.

The position with respect to consumer information is ambiguous, in the sense that the presence of
process/product control practices is an opportunity, but the lack of targeting at the consumer is a
weakness.

The same elements design the position of this scheme with respect to rural development. On the other
side, the level of geographical diffusion of the acknowledgement seems to be an opportunity to provide
a wider market for local products.

FSC competitiveness is supported by the very high number of quality requirement fulfilled by this
scheme. Once more, the lack of targeting at the consumer and the limited FSC levels involvement can
be judged as weaknesses with respect to competitiveness, whereas the nature of the proposer seems to
be a threat (according to the conceptual framework designed under § 4.5.3.2/f and summarized in Table
20)

Table II.3 — Detailed SWOT analysis for BRC

Desirable attributes S w o T
Fair competition - international - limited FSC levels |- - proposed by
acknowledgement involvement retailers’
- consumer organisation
targeting not
included
Environment - environment - - HACCP included |-
conservation protection control - good practices
included include
Consumer - process control - consumer - -
information included targeting not
- product control included
included
Rural development |-  process control - consumer - international -
included targeting not acknowledgement
- product control included
included
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FSC competitiveness | - high nr. of - consumer - - proposed by
requirements targeting not retailers’
included organisation
- limited FSC levels
involvement

2. The scoring system

The results of the SWOT analysis (obtained as shown in Table II.1 to II.3 for some selected cases) are
further treated to allow a comparative analysis of the variety of schemes. This is obtained through a simple
scoring system. The next steps of the SWOT analysis are based on this scoring system and on some simple
calculations originated from it. In the next paragraphs we will generally refer to these calculations to develop
our comments about the SWOT analysis results.

The scoring system gives any single strength, weakness, opportunity or threat 1 score (or point). Doing this
we implicitly assume that all the strengths, weaknesses, opportunities or threats (as listed in the above
mentioned tables) have the same weight or importance. This system allows:

0) To define the number of strengths, weaknesses, opportunities and threats obtained in relation to
each single desirable attribute. This leads to develop the comparison among QAS with respect to
each D.A. The results of this step are merely indicative, because of the limited number of aspects
that are called into question for the analysis, as a matter of fact. Nevertheless, some great
differences will appear.

(i) On the basis of the results of the former step, we calculated the number of strengths, weaknesses,
opportunities and threats that each QAS obtained in relation to every desirable attribute. This
allowed us to give each QAS a position in relation to the desirable attributes at study, also allowing a
comparison among QAS.

(i) In order to simplify the final judgement about the QAS and about the quality system as a whole, a
further calculation is applied grouping, on one side, strengths and opportunities and, on the other
side, weaknesses and threats. In doing so, we adopt a simplified view in terms of PROS (=strengths
+ opportunities) and CONS (=weaknesses and threats).

Some reference values are calculated within the scoring system. Namely:

(iv) The average number of strengths, weaknesses, opportunities or threats of the "universe" of the QAS.
This is a mere reference value

(v) The ratio of PROS to CONS (P/C). This value allows to balance the result and to understand what the
final balance between the pros and cons is. The P/C ratio is a basic reference for the analysis. An
average value of this ratio has been calculated for the QAS examined. The real situations resulting
from the analysis show that some high values of the P/C ratio are the result of a limited number of
pros or cons (or both). We considered that these situations might be of poor meaningfulness. For
this reason we also calculated a P/C ratio considering only the QAS that obtained an important
number of pros (i.e. higher than the average described under (iv)), or a limited number of cons (i.e.
lower than the average). We refer to this calculation method as a /ocked up value, that means a
calculation obtained under some conditions.

This methodology is described in footnote and in result tables.

3. Implementation of the scoring system (examples)

An example will clarify the whole process, starting from the results of Tables II.1 to II.3 (for three QAS only
and for a limited number of D.A.: fair competition and rural development).

a) Quantification of S.W.0 and T. Analytical and global results
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In table II.1, the position of QAS ISO 9001 with respect to fair competition is described by 3 aspects
classified as “strengths” and 1 aspect classified as “opportunity”. No lines appear in the “weakness” and
“threat” boxes. The table below shows in fact 3 and 1 respectively in “strength” and “opportunity” boxes in
the "Fair competition" column. The same is done for "Rural development" and for all the QAS in the
example. In the last column ("TOTAL") the sub-column S (strength) results from the addition of all the S-
boxes (in this case, Fair competition and Rural development). Same thing for the other sub-columns, for all
the QAS and the D.A.s.

Fair competition Rural development TOTAL
S w o T S w o T S w o T
ISO 9001 3 0 1 0 3 1 1 0 6 1 2 0
Label Rouge 2 1 1 0 3 0 1 0 5 1 2 0
BRC 1 2 0 1 2 1 1 0 3 3 1 1

b) From S.W.O.T. to Pros and Cons and P/C ratio

The SWOT analysis scoring is simplified by adding the scores of “strengths” and “opportunities” (PROS) and
the scores of “weaknesses” and “threats” (CONS). Actually, the PROS box of ISO 9001 results from this
addition. Same thing for the rest of the table beneath.

The P/C sub-column is the ratio between PROS and CONS (the value 0 of the denominator has been
changed into 1, for simplicity).

The last row of the table shows the average values of PROS, CONS and P/C ratio. Total column is obtained
as in the former table. P/C ratio results from the ratio of total PROS to total CONS

Fair competition Rural development TOTAL
PROS |CONS | P/C |PROS |[CONS | P/C |[PROS |CONS | P/C
ISO 9001 4 0 (4) 4 1 4 8 1 8
Label 3 1 3 4 0 4) 7 1 7
Rouge
BRC 1 3 0,3 3 1 3 4 4 1
Average 27 13 24 37 a7 37 6,3 2,0 53

The results show that the average position of the real quality system in relation to all the D.A is a
high value of positivity, as the average P/C ratio is 5,3 (pros are five times more than cons). ISO 9001 and
Label Rouge would be more “D.A. friendly” than BRC, which is at the indifference threshold. The value of
this QAS would vanish should the P/C ratio be calculated "under condition": pros (4,0) are in fact less than
the global average (6,3) and cons (4,0) are more than the global average (2,0). Same thing for the single

D.A.

— B-SWOT analysis is obtained through the same method, by grouping QAS that are similar for
some relevant aspects (e.g. proposer). In that case, the reference values are the average values of the
group (e.g. the commercial proposer vs the public institution).
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ANNEX 3
QUESTIONNAIRES
1. Detailed results from task 4
A total number of 34 questionnaires were filled in and sent back by the contacted stakeholders. A synthetic

picture of the number of back questionnaires for each country/area and each category of stakeholders is
given in table III.1.

Table III.1 — Number and distribution among countries and categories of the back questionnaires

France  Spain Denmark Finland Sweden C;:;h Poland EU Total?®
Institutions 1 3 = = 1 2 4 5 16
Producers 1 3 1 - 1 1 - 1 8
Retailers = = 1 = 1 - 1 - 3
Certifying firms 2 1 1 1 1 7
Total 4 7 3 1 4 4 5 6 34

1.1 Short profile of the answering people

Answering people were mainly people with charges of responsibility at the contacted entities
(managers or authorised representatives for the organizations, associations, and other bodies). About 35%
were less then 35 years old and about 73% were less then 50.

As for their educational qualifications, more than 90% of the answering people have a university
degree, and among them 38% have a postgraduate certificate. Except for certification bodies, where the
average is a little lower, all the answering people — particularly from Institution and Representative
Organisation, have been working in the agro-food field for more then 5 years and most of them for more
then 10.

Table II1.2 — Age and educational qualifications of the interviewed people?’

Total Institutions| Producers Cel_'tlfylng Retailers
firms
Age
20 -35] 35% 31% 63% 29% 0%
36 -50] 38% 38% 0% 71% 67%
51-64] 26% 31% 38% 0% 33%
Over 64] 0% 0% 0% 0% 0%
Educational qualifications 0% 0% 0% 0%
School-leaving certificate| 9% 6% 13% 14% 0%
Course of specialization | 6% 6% 0% 14% 0%
University degree| 91% 100% 75% 86% 100%
Postgraduate certificate | 38% 38% 38% 43% 33%

% The total number of back questionnaires doesnt coincide with the sum total of each country, because of the presence of
questionnaires from other countries different from the seven considered.
7 percentages regarding the university degree do include those about postrgraduate certificates.
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1.2  Results
Except for the open-ended questions, the general results coming out from this analysis are
represented in the next tables.

A first analysis can be conducted for the respondents as a whole, and a second one according to the
categories and countries they belong to.

TOTAL Institutions Producers Cel-'tlfylng Retailers
firms
Known certifications
ISO 9001:2000 33 97% 15 94% 8 100% 7| 100% 3 100%
IS0 14001:2004 30 88% 13 81% 7 88% 7| 100% 3 100%
EPD 9 26% 5 31% 2 25% 2 29% - 0%
IS0 14040 — LCA 8 24% 3 19% 3 38% 2 29% - 0%
OHSAS 18001 15 44% 5 31% 2 25% 7| 100% 1 33%
SA 8000 12 35% 4 25% 1 13% 5 71% 2 67%
EurepGAP 25 74% 10 63% 7 88% 5 71% 3 100%
IFS 24  71% 9 56% 6 75% 6 86% 3 100%
BRC 25 74% 10 63% 6 75% 6| 86% 3 100%

Tab. II1.3 — People declaring to know the different “international” standards on the total respondents

Level of aknowledgement of the main international schemes
among respondants

BRC

IFS

EurepGAP

SA 8000

OHSAS 18001
ISO 14040 — LCA
EPD

ISO 14001:2004

ISO 9001:2000 97%
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A general high level of knowledge about the QAS emerges from table 32, in particular concerning
the so called “international” schemes. Among them, the best known schemes are the ISO schemes (97% of
the respondents declare to know ISO 9001 and 88% ISO 14001) as well as the most relevant schemes
proposed by consortia of retailers or International Organisations (74% for both Eurep GAP and BRC, 71% for
the IFS).

Percentages are similar for the different categories of respondents, even though a general lower
level of knowledge about QAS characterises institutions compared to the other categories, while a higher
attention to Eurep GAP clearly emerges for producers towards the other groups. A very high level of
knowledge seems to exist among retailers.

The situation is rather different for the so called “national” schemes. As for this category in fact,
even referring to the QAS which have a very high importance inside the country they belong to, their level of
diffusion and visibility is often almost nonexistent out of it. On the contrary they usually have a very good
level of “popularity” and recognizability inside the country itself, as shown by the data in table 33, based on
the French example.

Tab. III.4 — Percentage of people knowing the « national » French QASs, on the total respondents from France

% France
Known certifications
Label Rouge 100%
Agriconfiance 100%
Denomination Montagne 67%
Agricolture Raisonnée 33%
Organic 67%

Tab. II1.5 — Judgement on the present situation regarding the QAS system in the EU

TOTAL Institutions Producers Cel_'tlfylng Retailers
firms

Positive 5 15% 3 19% 2 25% - 0% - 0%
Mainly positive 17 52% 8 50% 3 38% 4 67% 2 67%
Mainly negative 9 27% 4 25% 2 25% 2 33% 1 33%
Negative 1 3% - 0% 1 13% - 0% - 0%
NoJudgemens/don® 1 3o 1 6% - 0% - 0% - 0%
Total 100% 100% 100% 100% 100%

A central part of the questionnaire is represented by section 3, where the interviewed people were
required to give a synthetic judgement about the present situation of the QAS system in the EU and the
most relevant issues related to it, as well as their advice regarding some possible policy actions to be carried
on by the European Commission in this field.

Considering the total respondents, about 70% expressed a positive judgement (20% positive at all,
50% quite positive), towards about 29% of people being on a negative position.

Some differences can be highlighted among the categories, being the Institutions’ representatives
those whose position was most clearly positive (here the percentage of positive judgements stays around
70%). The situation is slightly different for the producers, where about 37% are on a negative position.

Among the most relevant issues individuated as “problems” resulting from the present QAS system,
most people indicated the confusion that the system would cause in consumers (32% of total answering
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people), costs related to the acquisition of certificates or standards for producers (24% of the total), and

difficulties in managing a high number of them.

The attention on each issue is however quite different for the different categories of stakeholders.
While the institutions’ attention is mainly focused on consumers, the producers also stressed the aspect of
costs, management difficulties and obstacles to market entry.

Tab. III.6 — Relevant opinions about the main issues related to the present QAS system in the EU

TOTAL Institutions Producers Cel_‘tlfymg Retailers
firms
Obstacles to market entry 2 6% 1 6% 1 13% - 0% - 0%
Cost increases for producers 8 24% 4 25% 3 38% - 0% 1 33%
Confusion among consumers 11 32% 5 31% 3 38% 2 29% 1 33%
Red tape 2 6% 1 6% - 0% - 0% 1 33%
Management difficulties 4 12% 1 6% 2 25% 1 14% - 0%
Others 4 12% - 0% 2 25% 1 14% 1 33%
Tab. II1.7 — Opinions regarding a possible policy action by the European Commission in the field of QAS
TOTAL Institutions Producers Cel_'tlfylng Retailers
firms
The EC should take any action )
to:
standardize the existing QAS
yes 16 52% 8 53% 3 43% 4 67% 1 33%
no 15 48% 7  47% 4 57% 2 33% 2 67%
Regulate the mutual recognition
yes 20 67% 10 71% 3 50% 5 71% 2 67%
no 10 33% 4 29% 3 50% 2 29% 1 33%
create a new "single” European
scheme
yes 15 48% 9 56% 3 43% 2  40% 1 33%
no 16 52% 7 44% 4  57% 3 60% 2 67%

As for the stakeholders’ advice regarding an eventual policy action by the European Commission in
the field of QAS for the agro food sector, results are represented in table 36. The only hypothesis which
most people expressed a positive judgement on, is the one related to the regulation, by the Commission, of
the mutual recognition among similar schemes. This option was judged as positive by about 60% of the total
number of answering people. Percentages are similar and always positive for the different categories of

stakeholders.

Regarding the third option, i.e. the possibility for the EC to create a new “single” scheme in a EU
framework, the hypothesis was judged as positive by the Institutions (about 56%), while for all the other

categories the opinions were mainly negative.
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TOTAL Institutions Producers Ce|:t|fy|ng Retailers
firms
The new single EU scheme should
refer to
a. Quality and product 12 80% 7 78% 3 100% 2 100% - -
Froductoriginand tieswitha 14 gzon | 6  67%| 3 100%| 1 50%| - -
specific region
Product organoleptic features 5 33% 4  44% 1 33% - 0% - -
Environmental conservation 8 53% 6 67% 2 67% - 0% = o
Animal welfare 6 40% 4  44% 1 33% 1 50% - -
Social responsibility 5 33% 4  44% 1 33% - 0% = o
Other 3 20% 2 22% - 0% 1 50% - -
b.Safety (type IFS, BRC......) 8 53% 4 44% 2 67% 2 _100% - -

Tab. II1.8 — Opinions regarding contents and shape of the eventual “new” EU scheme*
* Percentages are referred to the total number of people (total respondents and total for each category) who expressed a positive
judgement towards the possible creation of a new European standard (44% of total respondents).

As for the contents and shape which the eventual new European scheme(s) would be meant to
have, results are represented in table 37.

About 80% of people who had expressed a positive advice regarding the possible creation of a new
EU standard, suggested referring it to quality and product differentiation objectives, whereas about 53%
considered important to regulate and communicate the safety aspects of production.

Among the first group, the most appreciated aspects to be considered were those of origin and
territory (67%) and environmental conservation (53%). Lower percentage regarded animal welfare (40%),
product organoleptic features (33%) and social responsibility (33%).

Regarding the open-ended questions, they most help to understand the stakeholders’ position about
the present system of QAS in the EU and about all the reasons according to them regarding a possible policy
action by the EC in this field. More precisely, a first analysis of the answers given to the open-ended
question in section 3, reveals some frequent and common positions, among which:

- A diffuse sensation of confusion and bad functioning of the present system, mostly related to the large
number of schemes proposed/required to producers on one hand and consumers on the other hand.

- A diffusion request for a policy action meant to clear up the system itself, particularly through the
mutual recognition among schemes.

Other elements arising from a less relevant share of answering people can be summed up as
following:

- A quite frequent suggestion was not to interfere in the market’s functioning, coming above all from
certifying firms and standard owners, but also some producers’ representatives and organisations (i.e.
GAM, French Farmers’ Union, Danish Agricultural Council).

- A quite diffused request for a European Standard meant to differentiate and add value to products,
particularly from farms.
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