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The EU food and drink industry in 2010

€956.2 billion

Largest manufacturing sector
in the EU (16.0%)

Exports €65.3 billion
(+21.5% compared to 2009)

Imports €55.5 billion
(+9.3% compared to 2009)

Trade balance €9.8 billion

Net exporter of food and drink products

(1) 2009 data
(2) 2007 data
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R&D as a percentage of industry output for the food
and drink industry in various countries (%) (2000=100)
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R&D investment is traditionally very low in the food and drink industry, both in and outside the EU. 
In comparison with most other industries, R&D investment does not particularly increase over the years!

Out of the top 1,000 EU companies investing in R&D in 2009/10, 38 of them were food and drink companies which invested a total of
€2.2 billion. When compared with the best 38 companies in the pharmaceutical industry, for example, this figure is not impressive as the latter invested a total of €19.8 billion during the same period. R&D expenditure by Europe’s food
sector remained stable in the last year for which observations are available (pre-crisis data) slightly reducing the gap with the U.S. for the same year,
	2000	2001	2002	2003	2004	2005	2006	2007	2008
Australia	0,36%	0,36%	0,41%	0,46%	0,50%	0,46%	0,52%		
Canada	0,17%	0,12%	0,14%	0,18%	0,18%	0,18%	0,18%		
Japan	0,74%	0,75%	0,74%	0,98%	0,84%	0,93%	1,01%		
Korea	0,26%	0,33%	0,35%	0,37%	0,35%	0,41%	0,48%	0,45%	0,40%
US	0,28%	0,35%	0,39%	0,36%	0,44%	0,49%	0,49%	0,43%	0,56%
Norway	0,30%	0,38%	0,59%	0,83%	0,69%	0,66%	0,66%	0,64%	0,71%
EU*	0,25%	0,24%	0,25%	0,29%	0,27%	0,30%	0,38%	0,38%	
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Global Challenges

Including:

= Feeding the 9 billion

= Obesity/malnutrition/starvation

= Ageing population

= Urbanisation

= Climate change (impact on food production)
= Sustainability of food production

= Reducing food waste
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EU Challenges
Bottlenecks to Innovation

Including:

Burdensome regulatory framework
Coherence of regulatory requirements
Uncertainty in decision making
Intellectual property rights

Knowledge transfer to SMEs

Training and education
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Bottlenecks to innovation in the food industry
A reflection paper of the CIAA
Although the food industry is the largest manufacturing sector in Europe, its expenditure on R & D is rather low. Understandably, this has an impact on innovation, but not exclusively.
The food and drink industry is composed of a diverse range of companies from SME’s (defined as having less than 250 employees) to large companies which are big global players. It is a fragmented industry. SMEs make up 99.1% of the food and drink business population. These companies generate 48.5% of food and drink turnover and employ 63% of the sectorial workforce.
Large companies account for 0.9% of all food and drink enterprises but they provide 51.5% of the turnover, 52.9% of the added value and contribute to 37% of the employment.
Most SMEs face numerous problems regarding the introduction of innovations. SMEs remain largely unaware of the importance of being innovative and face limited organisational capabilities, due to a lack of managerial competencies and experiences, and lack of strategic vision. Further difficulties for the development and implementation of innovation appear if the firm has problems with the allocation and coordination of resources, collection of relevant information and knowledge, and when learning is not included in the innovation process.
Clearly, there is no generic or universal method of enhancing innovation. Therefore, it is not possible to identify bottle-necks which are unique to each partner in the food industry. Every company has unique barriers to innovation. Each case needs specific evaluation and a tailor-made solution, based on segmentation of the target groups for the planned actions. There is a need for a structured approach and flexible tools for analysis of the weaknesses and barriers to innovation. In this way, there needs to be an holistic approach towards the selection of actions and programmes aimed at their elimination or reduction.
The following is an attempt to identify some major bottle-necks to innovation:
Bottlenecks relevant to larger companies and SMEs
1.	Burdensome regulatory framework – example novel food legislation
Example1: novel food legislation:
Facts: Novel foods, which are currently regulated in the EU by Regulation EC 258/97, are a tool to improve innovation. Novel foods must undergo an authorisation procedure, including a safety assessment, before being placed on the EU market. A snapshot of the time-frame of such authorisation procedures in relation to different regions across the world is outlined below:
Issues related to this specific legislation
As illustrated by the above example, the approval procedures are extremely long. In addition, the outcomes are often unpredictable. The fact that generated research results cannot be introduced on the market in a timely fashion is a clear bottleneck to innovation.
2.	Coherence of regulatory requirements
Coherence between different policies 
Environment policy and food safety legislation
Mineral oil in paper and board:
For ecological purposes, cardboard packaging material is largely produced using recycled paper. Swiss studies have shown that cardboard boxes made from recycled material can contain significant portions of mineral oil. The mineral oils stem from printing ink which is commonly used in newspaper printing. If certain foods are packaged in such cardboard boxes, it is possible that increased amounts of mineral oils can migrate from the cardboard to the foodstuff.
http://www.bfr.bund.de/cm/230/migration_of_mineral_oil_from_packaging_materials_to_foodstuffs.pdf
Environment, agriculture and DG Sanco policy
Inconsistent agricultural advices:
Minimum tillage has been promoted as an environment and biodiversity friendly practice, which is contrary to the advice of DG agriculture and subsequently can lead to an undesirable increase of fusarium toxins (Don for example in wheat or other crops) 
3.	Uncertainty in decision making
Example thrombin:
 
Despite a positive risk assessment by EFSA and the suggestion of DG Sanco to approve thrombin as a new additive, Parliament rejected this approval. Reasons for rejecting the products were as follows: The Parliament estimated that there is "a clear risk that meat containing thrombin would find its way into meat products served in restaurants or other public establishments serving food, given the higher prices that can be obtained for pieces of meat served as a single meat product". The advantages and benefits for consumers of thrombin have not been demonstrated, the House added.
If decision-making is not based on science, there is no incentive to invest in innovation.
4.	Establishment of advantageous intellectual  property rights rules
Many innovations cannot be protected by patents in the food area. For example, innovations which have been granted generic approvals would not be protected if there were no applicant-linked approvals and could therefore be freely used in the public domain. 
If everyone can benefit from an approval, and can copy the innovation because sufficient information is available (such as specifications), the data protection given to the provider of the data will not give him sufficient advantage in the marketing of his product.
Our analysis shows that any new legislation in the food area would focus on safety aspects rather then economical aspects. This should change in the future in order to provide greater incentives to innovate. 
The draft novel food legislation, as currently encompassed in the Common Position, is a good attempt at adequate data protection. However, this Common Position is unlikely to be adopted at the current time for political reasons.
5.	Establishment of a lead market
The criteria that determine lead markets have been set down by the EU Commission in a Communication to the Council and European Parliament. A "lead market" can be defined as a future market which is demand-driven and with a potentially high economic and social impact characterised by:
•	innovative products and services with high growth potential 
•	the potential for EU industry to develop a competitive advantage to lead in international markets 
•	the need for action by the public authorities 
Functional foods account for the most rapidly growing sector of the food market in the majority of developed countries. In 2007, it was estimated that the European market for health-giving foods and drinks is worth €12.8billion with a growth rate of 10.1%. More specifically, the UK alone has seen a growth of 143% over 5 years up to 2005 with other EU member states showing similar trends. However, functional foods are a wide-ranging sector with foods targeted at both specific consumer sectors and at specific health conditions (e.g. foods for the aged; infant foods; foods for children; foods for sportsmen and women; foods for reduction of cholesterol; foods for improved intestinal functioning; foods for delivery of medication; etc.). From within this wide sector, the food industry has identified foods for health as the specific lead market target for two reasons – (a) that a significant market already exists, and (b) this market has the potential for very significant growth both within Europe and elsewhere.
Under the guidance of CIAA, 8 major food companies and 5 universities/research institutions submitted a project proposal which was unfortunately rejected.
It is our belief that this proposal could have helped in identifying bottlenecks as well as finding solutions.
In the Council conclusions of 8 December 2009 health, food and prevention of diet related diseases are stated as the way forward to create a successful Joint Programming initiative. However, CIAA remains convinced that the Lead Market Initiative Food for Health should be promoted by DG Research.
Additional bottlenecks fro SMEs
6.	Issues to knowledge transfer to SMEs
One of the major issues is the highly complex industry with many different technologies and different interests and needs.  The sheer number of companies across Europe  (>300000) is prohibitive to a broader innovation dialogue. 
In particular, obstacles to knowledge transfer to SMEs are:
•	Insufficient use of modern communication tools;
•	Lack of technology transfer centres at either national food federations or industry technical research centres, ideally with mediators, who know the specificities of individual SMEs;
•	Lack of best practice guides or manuals;
•	Food science CV not adapted to the needs of SMEs or not suitable for larger companies, a European Academy could help closing this gap;
7.	Information gaps
The following can be considered bottlenecks for SMEs
•	Lack of suitable technical information;
•	Lack of awareness of available solutions;
•	Lack of clarity of information;
•	Lack of market information / information on consumer’s needs;
•	Lack of knowledge of contactable research solution providers;
•	Low awareness and difficulties to differentiate  R+D programs.
8.	Gaps in cooperation
R+D is a collaborative process between in-house R+D activities and external research cooperation. Both learning and innovation are interactive processes relying on productive and social networks. Segregated actions of researchers, which are focused to a short period, to a few occasions, on one phase of the project have limited chance of success. The uncertainty of success in the field of innovation can be reduced by regular feedback from market testing and from other disciplines involved in the process of development.
It is important to note that large companies have internal resources to collect and combine the knowledge of different disciplines including R+D, management, production, engineering, finance, legal, marketing and have capacities and structures for controlling their use during the entire process. SMEs, on the other hand, do not have such capabilities and resources. They usually need external support and services provided to them at all stages in the innovation process, from idea generation to market launch in order to cope with these issues. These services can be provided by clusters, networks, food federations, industry RTD organisations and project management organisations. 
9.	Training, education
Regarding SMEs the following are bottlenecks:
•	Partly lack of understanding of importance of innovation / adding value for competitiveness of the company
•	Poor definition of company objectives
•	Lack of skills to identify own research needs
•	Poor definition of R+D project objective
•	Poor fit with current business goals of the SMEs
•	Lack of technical skills (product, labelling , supply chain management, etc)
•	Lack of product / process development skills
•	Lack of marketing skills / lack of understanding the importance of marketing
•	Lack of commercialisation skills 
•	Lack of knowledge of preparing / writing a project proposal
•	Lack of training skills
•	Language difficulties
•	Lack of skills in team work and networking 
•	Lack of clear definition of how innovation will affect bottom line of the company.
•	Lack of formula/information to communicate benefits of eventual R&D to financial partners. 
•	Lack of management capabilities / skills to transfer R & D outcomes into successful innovation
These are initial reflections to identify most obvious bottlenecks to innovation.
The analysis of bottlenecks is an ongoing process and, as such, deserves further investigation.
Please find annexed to this document a paper which analyses the bottlenecks to innovation for SMEs in more detail.
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A possible response

m ETP Food for Life

m PPPs — Food KIC (2014)

m International cooperation

m EIP — European Innovation Partnership

m Horizon 2020
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Conclusions

If the food industry is to play its part in achieving the goals of the
EU 2020 strategy (i.e. smart sustainable inclusive growth and job
creation), we need:

= Legal certainty
= Intellectual property rights
= Skilled workers (retaining top talents)

= A harmonised and holistic innovation policy for food
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