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1. Introduction to the
EU Food and Drink Sector
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The EU food and drink industry

EU FOOD AND DRINK INDUSTRY FIGURES

TURNOVER VALUE ADDED CONSUMPTION

€1.089bilion  18%.4 L N

EMPLOYMENT NUMBER OF COMPANIES SMEs

4.25 million people 289,000 49.5%

of food and drink furnover
62.8%
. (+]
of food: and:drink employment
EXTERNAL TRADE R&D: EXPENDITURE

€?8.1 billion €25.2 billion €2.5 billion
€72.9 billion ]7.8_% i
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The national picture

Food and drink industry data as published by FoodDrinkEurope National Federations' (2014)

Employment Turnover Valve added Number of Number of
ranking (€ billion) (€ billion) employees companies
in manufacturing (1,000)
Austria - 22 51 82.6 3,872
Belgium 1 48 7.6 88.5 4,532
Bulgaria 2 49 0.9 94.7 5,963
Croatia? 1 51 47 377 2,970
Czech Republic 4 1.6 1.9 92.4 7,538
Denmark 2 258 4.3 448 1,589
[ Estonia 2 1.9 04 151 525 |

Finland 2 3 1.2 2.7 38 1,700
France 1 184.5 36.2 619.5 62,225
Germany® 3 172.2 35.2 559.8 5828
Greece* 1 14.5 2 86.4 1,330
Hungary 2 1n.2 1.9 99.8 6,700
Ireland’ 1 26.4 7.1 39.2 607
Italy 3 132 27 385 54,931
Latvia 1 1.8 0.4 258 1,003
Lithuania 1 42 0.7 425 1,601
Netherlands 1 68.8 10.9 126.3 5,639
Poland 1 495 10.6 423.8 14,625
Portugal 1 14.9 2.7 104.3 10,807
Romania 1 ni - 178.9 8,798
Slovakia® 3 38 0.7 28.1 268
Slovenia 3 2.2 0.5 16 2,160
Spain 1 93.4 28 479.8 28,343
Sweden 4 18.4 4.3 54 3,965
United Kingdom 1 120.9 33.4 a5 6,360

1 Or by Eurostat (SBS)

2 2015 data except for turnover

3 Companies with more than 20 employees '
4 Small food and drink producers excluded
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27 EU Sector
Associations

FoodDrinkEurope
Membership
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2. The context:
nutrition and health in the EU
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Global population growth

Population Growth
World Population 10 Years 1750-2050 100

10 Ygars 0-2150 == World Populats A I Pop. Change

ons

8 '9 bin
6

- 8 bin
4 S L J
2 Detail 7bin /

—— LJ

varr'-'lvlvl-vl'
6 bin
.

60
5 bin /
o
4bin /
40
3bin /
?
20
i
| PR l
1804 Year next billion reached: 1927 1950 1974 1987 1998 2011 2025 2043
Years after previous & 32 15 13 1 13 14 18
0 —r—r———r— - +———t - T T T T - —T . . 0
1750 1800 1850 1200 1950 2000 2050

Sources: U.S.Census Bureau, United Nations, Secioeconomic Data and Applications Center
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An ageing European population

Europe’s ageing population

PROJECTED OLD-AGE DEPENDENCY RATIO
INumber of persons aged 65 as a percentage of Old-age

number of persons aged between 15 and 64. dependency
ratio in 2060
2010 2060
Latvi NS 68 fas
Sweden
Romania IEEI 64.3 [ g .
[ |
Slovakia NN 61.8 Finland
Bulgaria NN 60.3
Germany NN 59.9
Hungary NN 57.8
Slovenia I 57.6 iL Estonia
Portugal NI 57.2 T A
o o 56.7 Britain Denmark Latvia

Italy IR 56.7 : Netherlands r Lithuania
Lithuania NN 56.7 Belgium | L
Spain NN 56.4 Poland
Malta 55.6 Ireland
Estonia I NN 55.5 relan Czech Rep.
Czech Rep. 55 / Slovakia

Austria NN 50.7
Luxembour, Hungary
Cypru N AT : Romgnia
Netherlands [N 41.5 Portugal France

Finland | 47.4 Bulgaria

France I 46.6
Sweden NN 46.2

Luxembourg N 45.1
Belgium I 43.8 ‘
Denmark I 435 Malta —
UK. - 42.1 Greece  Cyprus

Ireland [N 36.7

[Source: Eurostat
W. Foo, 24/04/2013

) REUTERS

Eurozone youth unemployment

he unemployment rate among Europeans aged 15-24 years edged higher
in the first quarter of the year — 23.5% of youth in the EU27 were jobless.

[UNEMPLOYMENT RATE — SEASONALLY-ADJUSTED, 2013 Q1 (%)
7 Euro area 24

Denmark
Netherlands

Ireland

Romania I 22.2*
UK. I 20.6* Luxembourg
Finland W22 19.9
Estonia W2 19.3* Portugal
Luxembourg Zzz## 19.3
Czech Rep. 19.2
Denmark 14.8
Malta %227 14.7
Netherlands %2 10.4 e
Austria 77 8.1 e -
Germany 7 1.6 Unemployment rate (%) Greece:  Cyprus

o —
A da s

10 20 30 40
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Global double burden of NCDs
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Obesity prevalence in adults

Age standardized prevalence of obesity in men aged 18 years and over,
2014
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Age standardized prevalence of obesity in women aged 18 years and over,
2014
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Obesity prevalence in children

HESC sarvy 2013201

HBSC survey 201/ 2034

HESC survey 2013/2014

WS % 11-year-olds who are ’ 13-year-olds who are ’ 15-year-olds who are

R overweight or obese S ovgrwelght or obese i) oveyrewelght or obese
vete: [ 3 va [ 2 vats: [ B
. Greece 3 Gnsds | 3 Greerian: [N 2
In the WHO European Region Greentand: 3 Poruga » G z
g
ity | 2 Greenianc [ B Greece [ i
° . ‘ ‘ Mk i — 3 Greece [ 2 vises: [ 5
Ganada' [ £ tealy [ B Buigaria. [l 7
I n spoin [ e siovenia |k 5 tcetand. [ B
armeniz [ S mo: [y 7 Fintand [ n
- - i guigaria [ ey E Hungary [y i tseael [y %
1-year-oldsis o [ ; = sowrs
® croatia | 3 spain. [ » spain. [l 5
waies' [ 3 Scotiand [ 2 portugal [l ¥
overweil — b sovey Bl
siovenia [ S Grostia [l o M0 [l 3
or Romania* [k 3 tatvia [ ¥ sweden [k 3
Russian Federation [ e » E"’“L 2 Germany ‘ 5
siovakia [ 2 sustria [l E tretand [l E
Engiand” [ 2 Amenia | 2 ay [y %
scotiand [ : GechRepubiic [ 3 tnemboury [y 5
Hungary [ i teetand [ * crostia [l a
Ireland [J— = Foland [ 3 GechReputiic [illay 3
- siovakiz. [l 7 scotiond” [y b
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30
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(COSl), around 1in 3 nos 5 ot % poon B 3
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Health behavior in school-aged children (HBSC) Study, 2013/2014 survey
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Some ‘encouraging’ trends
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Trends in prevalence of overweight and obesity: are Portuguese
adolescents still increasing weight?

This study described the prevalence of self-reported weight
status among Portuguese adolescents from 2002 to 2010.
Results from the present study showed that the prevalence
of normal weight, overweight, and obesity was not sig-
nificantly different over the years independent of age. This
suggests that the prevalence of overweight (including
obesity) during this time was relatively stable. Moreover,
when comparing the prevalence of overweight and obesity

Adilson Marques + Margarida Gaspar de Matos

TWO YEARS

By Janene Pieters on March 20, 2015 - 13:34

Only two years after Amsterdam started its new approach to heaithy weight. the first results show that there has been a

decrease of 16 percent in five year old children with obesity, the municipality of Amsterdam announced in a press release
today.
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Obesity and NCDs
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EU Strategy on Nutrition, Overweight and
Obesity Related Health Issues

e Launched in 2007

* Based on 2004 WHO Global Strategy on Diet, Physical
Activity and Health

* Health-in-all-policies, “whole-of-society”
* Unique mix of regulation and self/co-regulation

» Different levels of competences/action

r
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EU Strategy on Nutrition, Overweight and
Obesity Related Health Issues

European Union level EU Member State level

Regulatory

High Level

o National public health
Nutrition

and Physical pOIiCies

Activity (regulatory + self-regulatory)

EU Platform

for Action
onDiet, [
Physical [N

Activity and Int. organisations
Health

‘Self-/co- (Policy) recommendations

r
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Relevant EU Policy Documents

 EU Framework for National Initiatives on Selected
Nutrients
e Salt Framework (2008)
e Saturated Fat Annex (2012)
 Added Sugars Annex (2015)

 EU Action Plan on Childhood Obesity (2014)

* Council Conclusions on Food Product Improvement
(2016)

- B
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3. Food taxes — what do we know
today?
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Definition of food taxes

“(Discriminatory) food taxes” are taxes/excise duties
targeting individual foods or ingredients aimed at
achieving set public health objectives (e.g. obesity)

VS.

Value Added Tax (VAT) on foods

- B
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Overview of food taxes in Europe

Denmark:

Finland:
“Saturated fat “Sweets and ice
tax” repealed in cream tax”
2013 repealed in 2017
Belgium:
Abandoned plans to
UK: extend 'sugar (SSB)
tax‘in 2016

SSB tax envisaged

in 2018
Hungary:
Tax levied on food
products containing
high levels of salt,
sugar and other
France:

ingredients

SSB tax (incl. zero-
& low-calorie
drinks). Tax on

caffeinated drinks

abolished  /
Portugal:
SSB tax as of 2017
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European Commission study on food taxes

* “Food taxes and their impact on competitiveness in the
agri-food sector” (July, 2014)
* Undertaken in the context of the High Level Forum for
a Better Functioning Food Supply Chain
 Undertaken by an independent external contractor
(Ecorys)
* |Impacton:
* Consumption
 Competitiveness, profitability, trade

- B
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Impact on consumption of taxed goods

* Increase in price = decrease in consumption (in theory)

* However:
* Price inelasticity
e Substitution effects (brand substitution, product substitution)
e “[..] substitution has important implications for the total
health effects of food taxes because a food tax aimed at
reducing consumption of one product or ingredient, may in
fact increase consumption of other products”

r
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Impact on consumption of taxed goods

n border shops

i rma
* Consumer prices: panish fat tax a feast for Ge a2

* Cross-border shopping

No clear and uniform transmission
of taxes to consumer prices
(reduced margins)

Food taxes are regressive —
hitting poorer consumers most!

* Impact on public health remains uncertain

Limitations of empirical studies (mostly broader category level data) and
modelling studies (demand elasticities used to predict consumer purchase
behaviour)

Transferability/extrapolation issues

Conflicting/inconclusive evidence

- B
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Impact on competitiveness, profitability,
administration, trade

Difficult to administer from a government and business point of
view
* Notably if tax is levied on ingredients (specific tax) or tax base is highly

differentiated and complicated
* Confr. DK “saturated fat tax”

Prone to state aid/anti-trust issues (confr. Fl “confectionary tax”)

Generates investment uncertainty

'
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Impact on competitiveness, profitability,
administration, trade

* Negative impact on competitiveness at company level, particularly SMEs

(confr. HU, FI)

. “It may be more difficult for SMEs to mitigate the impact of food taxes on profitability by
means of product reformulation or increased profitability on substitute products due to
their smaller product line.”

* Trade, Single Market flows: more empirical data needed
*  “Production often occurs in the Member States using local employment. Moreover, there
are large numbers of local SMEs that manufacturers work with, mostly active in bottling,
packaging, advertising and retail. Therefore food taxes can have a direct effect on local
employment, as well as a trickle down effect on employment through the value chain.”

* Not popular with employers' associations and trade unions
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EUROPE



p.

CEFFAT

social Dialogu€ in the Food and Drink Industry

joint EFFAT-FoodDrinkEurope Position
on Discriminatory Food Taxes

The governments of some EU Member States have recently introduced taxes on specific food
~ategories and food ingredients such as sugar. fat, artificial sweeteners, soft drinks. fast food
and pastry- These govemments have so far iustiﬁed these measures as an offective’ way t©
1ddress the societal challenge of increasing rates in obesity and other diet- and lifestyle-
related non-comimmicabie diseases: However, scientific evidence proving that taxation
represents an offective means of changing consumer behaviour and of successfully tackling
sbesity and other non-communicab\e disease is yet inconclusive-

The danger of food taxes

Such taxes instead, can damage the competitiveness of EU food industries and prompt

anfair competition and cross-border shopping across EU regions as they:

e are economically regressive, since they especially penalize low-income popuiations.
when these aré known commonly t0 spend a larger share of their revenues on food:

e are discriminatory: as they target certain food products and ingredients and not
others comparab\e or equivalent in content;

o distort the functioning of the EU internal market, as they alter harmonized product
formulation and standards across the EU Member states and generate uncertainty
for ongoing investment plans and trade agreements putting productive operations

and empioyment potentialiy at stake;
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How sustainable and effective are food taxes
as policy measure?

Cost: | Impact: number of saved years that
$ per | would have been lost or rendered
year economically unproductive by disease
(ie, DALYs),' thousands

[ J F O r ‘f ri n g_ Parental education 2,000

School curriculum 600

f M ) ? Healthy meals 14,000
e n C I n g ° Surgery 10,000

{° . ) Food labeling 2,000
o AS I n C e n t I Ve fo r Price promotions 200

Pharmaceuticals 5,600

reformulation?

10% tax on high-sugar or high-fat products 1,800

L]
If the tax is used:
Obesity interventions 1,000 1,500 2,000
L] L]
[ J Qu I C k fl X Workplace wellness 2,700
Active transport 31,000

{ V4
[ A - T ils T
S C a S COW O r Portion control 400 | |
Reformulation of food products 2,600 |
| t 1 t Public-health 200
SO u I O n O ublic-health campaigns
'Impact and costs are estimated and measured in disability-adjusted life years (DALYs) across full

t h e I re a S u ry ? Availability of high-calorie foods/beverages 200
. ? 2014 population in the United Kingdom. For full methodology, download the McKinsey Global
ta C e O e S I y H Institute (MGI) discussion paper Overcoming obesity: An initial economic analysis, on mckinsey.com.

Weight management 1,300
50
Source: Literature review; expert interviews; MGI analysis
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4. Actions by the
European food and drink sector

' .

FOODDRINK
EUROPE



EU food and drink industry action

FoodDrinkEurope is founding member of the EU Platform for Action on Diet,
Physical Activity and Health (since 2005)

Industry recognizes shared responsibility to tackle obesity and NCDs

-

Food industry action focuses on: * Q
*  Product formulation and innovation (incl. portions) *;
*  Consumer information ™ %
*  Responsible marketing and advertising to children EU Platform on Diet,

*  Promoting healthy lifestyles Physical Activity and Health

*  Supporting research
Actions at local, national, EU and global level

(Pro-)active participation in discussions at EU level on product reformulation (e.g.
Added Sugars Annex), food information to consumers, responsible marketing and

advertising, etc.
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Eat & Live Well
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Eat & Live Well

Enjoy food, today and tomorrow

Wt we eat and how we &t it 5 bath ¢ placsure and 00 ot Today in Surcpe, wa have
0Cass 10 0 wider varkty ong qualty of food and drirks 1ot our grandparents <ousd only
e creanmi of, Howene, with our hectic modem Tees, thare's o kock of balancs in how
much we consume ond e quolty of cur hagth and Hesties.

e
awn. Whith & wirg we af FeecDrinkburope bove been lohng athens, with cur memibers, Product formulation
parners jold & rew), and siakehoiders, 10 1ocche loday's scoelal chalienges relaled 1o & innovation

heaith ond rutriton.

www.eatandlivewell.eu

whe we Ware yOu K confinue 10 eegoy Jood, 1oday 0nd omaeiow, W on't ¢o £ on oue

Consumer : Promoting healthy
information lifestyles
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http://www.eatandlivewell.eu/

Some examples of actions

Despre SETS

SIEU
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Promoting healthy lifestyles
The Romanian Federation
(Romalimenta) run a national
campaign providing information
about the benefits of a balanced
nutrition, daily physical activity
and sports to 116,340 pupils in
the primary cycle from 252
schools in five cities, to 3,000
teachers and over 200,000
parents.

LESS IS MORE

Product formulation and innovation
In 2016, Agrokor launched in Croatia a whole

range of meat products (over 90 products) that

contain 25% less salt.

The Estonian Federation (ETL) reported on food

reformulation examples by its local companies
(e.g. 23% decrease of sugar content in dairy

product, ketchup with 30% less salt and 40% less

calories, etc.)
-

=

e (Y&
e A ROHKELT KASULIKKU D-VITAMIIN!
S - - x

L

Consumer information
The German Federation (BLL) developed an

infographic which describes the most
important changes and innovations
introduced by the Food Information to
Consumers Regulation.

<y
(DOJHEALTH
P

0

Research

DSM is a partner of the DO-HEALTH project,
a clinical trial designed to support healthy
aging in European seniors and to establish
whether vitamin D, omega-3 fatty acids, and
a simple home exercise program will prevent
disease at older age and thereby prolong
healthy life expectancy.

Partnership

The Scottish Food and Drink Federation
(SFDF) worked with around 50 small and
medium-sized food producers, to help them
improve the healthiness of their products
through the Scottish Government funded
Reformulation Programme. This led to salt
and calorie reductions of various products of
local family bakers and butchers.

- B
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Monitoring 2016
Pillar  Keyresus

Product formulation and 52 case studies by signatories (12 National Federations, 9
innovation (incl. portions) European Sector Associations, 13 companies), including 14
new case studies submitted in 2016

Consumer information 18 case studies (of which 12 by National Federations, 3 by
European Sector Associations, 2 by companies and 1
FoodDrinkEurope action), including 6 new case studies
submitted in 2016

Responsible marketing and 21 case studies (of which 10 self-regulatory codes by

advertising to children National Federations, 3 best practice promotion through
national pledge programmes, 4 EU sector-led self-regulatory
pledges, 3 company-led success stories and 1 major EU
Pledge), including 4 new case studies submitted in 2016

Promoting healthy lifestyles 47 case studies (12 National Federations, 4 European Sector
Associations, 12 Companies and 1 consortium), including 8
new case studies submitted in 2016

' .
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Importance of partnership in driving change

Example: Danish Wholegrain Partnership

Industry (Confederation
of the Danish Food and
Drink Industry, bread
manufacturers, cereals
manufacturers, flour
millers)

Average whole grain intake Partners in the Whole Grain Partnership
per day (g/10MJ) DTU 20147
80 40
Ta
GO
G0
0 Health NGps
(the Danish
a0 Cancer Society,
the Danish
20 Diabetes
Danish Veterinary Association,
10 and Food and others)
Administration
0 (government)

2007 2014 2009 2010 20171 2012 2013 2014 2016
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5. Conclusions
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Conclusions

Discriminatory food taxes not sustainable in the long-run
*  Hurting consumers, farmers and companies — particularly SMEs
* Uncertain health impact due to various interacting variables and adaptive
consumer behaviour and business corrections
e Good government policy?

Instead, working together towards more balanced diets and
healthier lifestyles more likely to result in faster, more durable gains
for health

Opportunity for Estonian Presidency of the EU to take leadership role
and drive nutrition and health progress — private sector stands ready
to support

B .
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“Enjoy Food, Today and Tomorrow”
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choice

convenience

innovation

www.fooddrinkeurope.eu

£ @FoodDrinkEU
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