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1. INTRODUCTION

The unprovoked Russian invasion of Ukraine has further destabilised already fragile
agricultural markets. The Covid-19 pandemic and climate change are putting agriculture
all over the world under pressure. The latest IPCC report documents how threats to food
security and nutrition from droughts, floods and heatwaves as well as sea level rise are
already materialising and are set to grow due to global warming, especially affecting
vulnerable regions.!

Already before the invasion, commodity markets were witnessing a significant price
surge, which agricultural markets felt through the increases in energy and fertiliser costs,
and the consequent increase in farm prices. EU food prices have increased 5,6%
compared to last February.

Food supply is not at stake in the EU today. The EU is largely self-sufficient for key
agricultural products, being a main wheat and barley exporter and largely able to covers
its consumption for other staple crops such as maize or sugar. The EU is also largely self-
sufficient for animal products, including dairy and meat, with the notable exception of
seafood.

However, the invasion of Ukraine and a global commodity price boom are driving up
prices in agricultural and seafood product markets and exposing the vulnerabilities of
our food system: our dependence on imports of e.g. energy, fertiliser and animal feed.
This increases costs for producers and affects the price of food, raising concerns as
regards the purchasing power of consumers, and the income of producers.

The trade disruption also raises serious concerns about global food security stemming
from the short-term impact of the war and the longer-term uncertainties that surround it.
Dramatic food shortages are being witnessed in besieged Ukrainian cities. Important
trade flows of cereals and oilseeds from the Black Sea have practically come to a halt.

The war in Ukraine dramatically changed market expectations, affecting prices in all
commodities, including for agro-food primary products. The global wheat market is
where food security concerns are mainly concentrated. Prices in wheat futures markets
have increased by 70% since the invasion. Global wheat output is at risk both from the
supply shock stemming from the size of Ukraine’s and Russia’s share in wheat markets
and from the shock in input costs, especially in natural gas, nitrogen fertiliser and
oxygen. Up to 25 million tonnes would need to be substituted in order to meet worldwide

food needs in the current and the next season®.

Now more than ever is the time to demonstrate solidarity. This Communication sets
out the Commission response to the invitation of the European Council in its Versailles
declaration of 10 and 11 March 2022, to present options to address rising food prices and
the issue of global food security. It is based on an assessment of the situation (Annex 1)

I Climate Change 2022: Impacts, Adaptation and Vulnerability | Climate Change 2022: Impacts,
Adaptation and Vulnerability (ipcc.ch).

It is estimated that around 5 million tonnes of wheat cannot be exported by Ukraine until the end of
June 2022. Moreover, in the marketing year 2022/2023 a further 20 million tonnes of Ukrainian wheat
exports were expected and may not materialise. These figures do not take into account any effects on
Russian wheat exports.
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and builds on its vision for a fair, healthy and environmentally friendly food system laid
down in the European Green Deal and its Farm to Fork Strategy. It lays out short term
measures to support food security and agriculture in Ukraine, global food security, as
well as producers and consumers in the EU. It also calls for addressing the deficiencies
revealed by the developing crisis in ways that enhance the transition towards
sustainable, resilient and fair food systems in the EU and globally.

2.  GLOBAL FOOD SECURITY

The Russian invasion in Ukraine risks having serious consequences for global food
security, in Ukraine but also for many food-deficit countries in Africa (including Sub -
Saharan Africa), the Middle East, and the Western Balkans. Together with rising food
prices, this is likely to increase poverty and instability in these countries.

Food security in warn-torn Ukraine is of great concern, particularly as Russia seems
to be deliberately targeting and destroying food stocks and storage locations. The UN
Appeal estimates that up to 18 million people will be affected in Ukraine, including up to
6.7 million who will be newly internally displaced. Food shortages in cities and millions
of refugees and displaced persons call for urgent food aid to Ukraine. Humanitarian
actors, such as the World Food Programme, are providing food assistance and scaling-up
operations. The EU is mobilising aid through both its civil protection and humanitarian
mechanisms. EU humanitarian aid, already operational, amounts to EUR 93 million for
Ukraine and Moldova including food assistance and support for basic needs.

The 2022 harvest in Ukraine, known as the breadbasket of Europe, will be
substantially impacted by warfare and general turmoil. Ukrainian farmers need
seeds, diesel, fertiliser and plant protection products to ensure production. The
Commission is supporting Ukraine to develop and implement a short- and medium-term
food security strategy to ensure that inputs reach farms where possible and that
transportation and storage facilities are maintained to enable Ukraine to feed its citizens
and to eventually regain its export markets. The Commission works with the United
Nation’s Food and Agriculture Organisation (FAO) on the ground in Western Ukraine to
support small farms and secure agricultural production. In addition, on request of the
Ukrainian agricultural authorities, the Commission will ensure that access to EU markets
is preserved and facilitated in a flexible way both for imports to and exports from
Ukrainian markets. The Ukrainian government is planning to finance interest of loans for
farmers under a programme worth 25 billion hryvnias (EUR 760 million) as part of a raft
of new measures to ease the economic shock of war. And last but not least, EU farming
organisations are providing assistance and support to Ukrainian farmers.

The war directly affects global food supplies (notably wheat, maize, barley and
sunflower oil) and fertiliser prices, as well as energy prices. Current price hikes add to an
already difficult socio-economic situation, due to COVID-19, droughts and other
conflicts. In September 2021, more than 161 million people in 42 countries were
acutely food insecure. Nearly one in three people in the world do not have access to
adequate food and for about 3 billion people the costs of a healthy diet were out of reach.
These numbers risk rising further and therewith falling further short of reaching the
Sustainable Development Goals by 2030. According to initial FAO analysis, the number
of undernourished people globally is projected to increase by 7.6 million people
(moderate shock scenario) to 13.1 million people (severe shock scenario).

www.parlament.gv.at



For many low-income countries and even lower middle-income countries these
circumstances imply an increased (food) import bill, at a time when debt has increased
and exchange rates are under stress. Countries importing a large part of their food and
notably wheat, an important basic commodity, from Russia and Ukraine (e.g. in
Africa,the Middle East and the Western Balkans) are heavily impacted and may see
growing tensions leading to social unrest, radicalisation and instability. Countries
dependent on the import of fertilisers for a significant part of their agricultural
production, some of which are also wheat import dependent, will face increasing costs,
which may become untenable in a vicious circle, severely threatening food production for
the next few harvests.

Both humanitarian needs and costs are likely to increase and put additional pressure on
humanitarian assistance. For example, the World Food Programme estimates that their
operational costs will increase by of EUR 26.1 million per month compared to current
levels, through the combined effect of food and fuel price hikes. When compared to pre-
pandemic levels, such additional costs are EUR 63.8 million per month.

The EU, as a major humanitarian and development actor in food and nutrition security,
provides substantial financial and political support. Since 2015, the EU has spent a
minimum of EUR 350 million for humanitarian food assistance per year . In addition, in
the period 2014-2020, the EU committed over EUR 10 billion in development
cooperation to improve food security for the poorest and most vulnerable, to help
eradicate hunger, and better address all forms of malnutrition. For the period 2021 —
2024, the EU is pledging at least EUR 2.5 billion (EUR1.4 billion for development and
EUR 1.1 billion for humanitarian aid) for international cooperation with a nutrition
objective. In the 2021-27 international cooperation programme the EU will support food
systems in about 70 partner countries.

The asymmetric jump in futures prices since the Russian invasion of Ukraine
demonstrates that the wheat market is where global food security concerns are mainly
concentrated. It is fundamental from a geo-strategic point of view that the EU
contribute to covering the production gap to address the expected global shortage in
wheat. The EU is not only a major net exporter of wheat, but the one with the
highest yields globally.? Since last summer, the EU has exported 19 million tonnes of
wheat, with an additional 13 million tonnes expected until the end of June. This figure
could slightly increase in response to high prices encouraging export sales. Prospects for
the 2022 EU winter wheat harvest are good as the areas increased with 1% compared to
last year and crops did not suffer from adverse weather conditions during winter in major
producing Member States.

In the short term, the Commission regularly follows and analyses food prices and food
insecurity, to be coordinated with other global actors including stock levels at country
and regional level building on the Agricultural Market Information System (AMIS),
where possible. It monitors the needs for those commodities where global stock levels
are low to provide the right market signals for a boost in production using sustainable
practices. Humanitarian assistance should be stepped up addressing food-deficit
countries as well as countries affected by conflict in North Africa and the Middle East, in
Asia and sub-Saharan Africa. The assistance should, where relevant have a humanitarian-
development-peace nexus approach and expand the work of the Global Network against

3 Wheat yields in the EU average 5.3 tonnes/hectare, versus 4.3 t/ha in Ukraine and close to or below 3

t/ha elsewhere in the world.
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Food Crises to the national and local level. Moreover, at the first European Humanitarian
Forum (21-23 March 2022), a call for action was launched to work together as a Team
Europe to addres the humanitarian global food security crisis. Leveraging their
collective action, the EU and its Member States can together increase humanitarian aid
for relief and rehabilitation.

The proposed EU Emergency Support Programme in favour of Ukraine (EUR 330
million) seeks to contribute to alleviating the suffering of the Ukrainian population
caused by the Russian invasion by securing access to basic goods and services as well as
protection. The Action will also contribute to strengthening the country’s resilience and
resilience against hybrid threats by increasing the capacity of the government, economic
actors, media and civil society to withstand the impact of the crisis and contribute to the
recovery of the country. Focus will be also placed on the reconstruction of small-scale
civilian infrastructure and its strategic planning as well as energy security.

This can be complemented by macro-economic support, in case where eligibility
requirements are met, for mitigating measures to support those groups most affected by
(food) price increases, and by elaborating social protection mechanisms. The EU can
also continue to integrate debt relief into broader policy dialogue, financing
strategies and actions, in order to sustain green recovery. Anticipatory mechanisms
should be put in place, to prevent future shocks before they occur and reduce their impact
where they do happen, rather than reacting to their consequences.

Moreover, the EU will continue to strongly advocate, including in international fora, to
avoid export restrictions and export bans on food as the track record of these are
disastrous as the 2007-8 crisis amply demonstrated in various parts of theworld. WTO
coordination will be essential. To increase resilience, importing countries are encouraged
to ensure better diversification of sources of food supplies. Moreover, well-functioning
global supply chains and logistics are essential for global food security.

In the medium term, the EU will continue to support countries in the transformation
towards resilient and sustainable agricultural and aquatic food systems. This includes
analytical and policy support, elaborated in the context of the follow-up to the 2021 Food
Systems Summit and Nutrition for Growth Summit. In this context, the EU will step up
its international cooperation on food research and innovation, including playing a
leadership role in the Consultative Group on International Agricultural Research
(CGIAR), with particular reference to climate change adaptation and mitigation and
sustainable management and protection of natural resources, applying approaches such as
agro-ecology, landscape management and agro-forestry, diversification of trade flows
and production systems, and reduction of food loss and waste. Furthermore, the EU will
strengthen its international cooperation on nutrition and healthy diets, including through
humanitarian aid, as well as on resilient and inclusive value chains. For Africa, the
African Union EU Rural Transformation Action Agenda agreed in 2019 offers a basis for
enhanced cooperation.

The EU is ready to identify, with International Organisations and in the context of the
ongoing G7 process, the demands of net food importing countries and respond, if
necessary, through targeted aligned support to country owned agendas (aligned with the
Food Systems Summit national pathways and theComprehensive Africa Agriculture
Development Programme (CAADP) plans in Aftrica, for example).

The EU is actively mobilising the international community to urgently scale up
multilateral action beyond humanitarian assistance. This includes ensuring that UN

4
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bodies with mandates relevant to food security are able to take the necessary actions. For
example, food security is central to FAO’s mandate. It has a key role to play in analysing
and addressing the impacts that Russia’s invasion of Ukraine is having on international
food systems and in preventing further deterioration, with a particular focus on protecting
the most vulnerable. The EU is also working to ensure that food security is integrated in
the efforts of the whole UN system, including the UN Security Council and the General
Assembly, to reassert international peace and security.

The Commission proposes and encourages Member States to:

e Demonstrate solidarity with Ukraine by providing food aid, humanitarian
assistance and support to its agricultural and fisheries sector, in close
cooperation with international partners

e Continue to integrate debt relief into broader policy dialogue, financing
strategies and actions, in order to sustain green recovery.

e Ensure a regular follow-up and analysis of food prices and food insecurity,
which should be coordinated with other global actors including stock levels at
country and regional level and making stocks available to countries in need.

e continue to support countries in the transformation towards resilient and
sustainable agricultural and aquatic food systems

e Step up humanitarian assistance to the regions and population groups
most affected by food insecurity

e Consider macro-economic support to low-income food-deficit developing
countries, in cases where eligibility requirements are met, for mitigating
measures to support those groups most affected by (food) price increases

e Advocate, including in international fora, against export restrictions and
export bans on food and for a well-functioning single market

3. FOOD SECURITY IN THE EU
3.1. Food availability and affordability

For the EU food availability is not at stake, though food affordability for low-income
persons is.

The EU is largely self-sufficient for many agricultural products and a net exporter of
wheat. However, the EU is a considerable net-importer for specific products which may
be difficult to (swiftly) substitute, such as feed protein, sunflower oil or seafood. There is
no risk of widespread shortage for consumers. While the stable food supply in the EU is
not jeopardised, these vulnerabilities together with increasing input costs in the food
supply chain are driving food prices further up. If the significantly higher production
costs at farm level are not compensated by higher prices, this may impact supply
certainties.
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Against this background, the Commission has recently established a new European
Food Security Crisis preparedness and response Mechanism (EFSCM)* which aims
at improving coordination efforts by European and national administrations as well as
relevant non-EU countries and private stakeholders to ensure food supply and food
security in times of crisis. The Mechanism, which started its work on 9 March 2022, will
carry out a thorough mapping of risks and vulnerabilities of the EU food supply
chain, followed by recommendations and appropriate mitigation measure.

A well-functioning Single Market is the bedrock for EU food security and food
safety, also in the current crisis. Our supply chains are interdependent and any
unjustified restriction to the Single Market can have unintended consequences, that can
threaten our supply of safe food. The Commission strongly opposes Member States’
measures to protect domestic food supply by preventing exports. Such trade distorting
measures are a priori incompatible with the Single Market and will ultimately have
a negative impact on food security. It is important that Member States coordinate
measures with a view to improving trade flows and bringing commodities and food to
where it is most needed. The setting up of the Single Market Emergency Instrument
will further strengthen the Union’s preparedness and coordinative capabilities and reduce
the risks of unjustified restriction. The Commission and Member States are screening
Foreign Direct Investment (FDI) in the framework of Regulation (EU) 2019/452,
pursuant to which they may consider the potential effect of FDI on the supply of critical
inputs, as well as food security. New cases will be subject to an in-depth assessment in
view of their possible impact on food supply and food prices.

Particular attention should be given to the most vulnerable, including refugees from
Ukraine as well as low-income persons that are already affected by the high energy
prices and are still suffering from the socio-economic shock caused by the COVID
pandemic. Studies have shown that following the 2008 food price increase, households
have on average bought less fruit and vegetables and switched to cheaper foods which
tend to be calorie-dense, nutrient-poor foods (i.e. lacking in vitamins, minerals and fibre
that are essential for health).

In a context of rising food prices, social policy measures are important to both protect
the most vulnerable citizens from food insecurity and to ensure everyone can afford
sufficient amounts of healthy and nutritious food, especially vulnerable groups such as
families with children, elderly and low-income persons. These must be embedded in an
integrated approach to target root causes of poverty and social exclusion. Moreover, the
European Child Guarantee provides guidance to Member States to guarantee effective
access to sufficient and healthy nutrition for children in need, including at least one free
healthy meal each school day.

Member States can draw from EU funds such as the Fund for European Aid to the Most
Deprived (FEAD) which supports EU countries' actions to provide food and/or basic
material assistance to the most deprived, reaching over 15 million people with food aid.
Member States can top up their resources by mobilising the Recovery Assistance for
Cohesion and the Territories of Europe (REACT-EU) and can make best use of the
additional flexibilities to their FEAD programmes provided by the Cohesion’s Action for
Refugees in Europe (CARE), as recently proposed by the Commission.

4 COM(2021) 689 of 12.11.2021 “Contingency plan for ensuring food supply and food security in
times of crisis”.
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To alleviate the impact of high food prices on the most vulnerable, Member States may
implement reduced rates of Value Added Tax and encourage economic operators to
reduce the price for consumers. In December 2021, the Council agreed on a reform of
VAT rates at EU level, which enables Member States to further reduce their rates, down
to 0%, on certain goods and services which address basic needs, notably food. Member
States may already make use of this possibility, as well as making lump-sum transfers to
households as an efficient and effective solution to address affordability.

3.2. Stabilising EU agricultural markets and supporting producers

Market dynamics are influencing choices of producers. To relieve pressure from high
prices, short term adjustments could reduce demand for fuel and feed use and increase
supply by incentivising higher spring wheat plantings. Farmers are increasingly adopting
sustainable practices, which deserve further encouragement.

The Common Agricultural Policy (CAP) and Common Fisheries Policy (CFP) provide
for a range of measures, including a price safety net and the possibility to take
exceptional measures. These measures can be deployed to ensure stable markets and to
address exceptional circumstances. Targeted support to producers facing the input cost
increase is necessary but should not undermine the long term objectives of a more
resilient and sustainable food system.

The Commission is carefully monitoring the current situation based on the market
intelligence tools developed since 2008°. To better monitor stock levels in this
environment of high prices and perceived uncertainty about supplies, the Commission
will propose for Member States to communicate monthly data of private stocks of
essential commodities for food and feed to be able to give a timely and accurate picture
of their availability.

In light of the current exceptional situation, the Commission has proposed a support
package of EUR 500 million, including by making use of the crisis reserve, to support
the producers most affected by the serious consequences of the war in Ukraine. On this
basis, Member States could provide financial support to farmers to contribute to global
food security or addresses market disturbance due to increased input costs or trade
restrictions. Support for farmers engaged in sustainable practices should be prioritised
whilst also ensuring that the measures target the sectors and farmers who are the hardest
hit by the crisis. To address possible cash-flow challenges this autumn, the Commission
will allow Member States to pay increased levels of advances of direct payments and
area- and animal-related rural development measures to farmers as of 16 October 2022.

The EU supply response is limited by the availability of fertile land. To enlarge the EU’s
production capacity, the Commission has today adopted an implementing act to
exceptionally and temporarily allow Member States to derogate from certain greening
obligations. In particular, they may allow for production of any crops for food and
feed on fallow land that is part of Ecological Focus Areas in 2022, while maintaining the

EU agri-food market observatories: https://ec.europa.eu/info/food-farming-fisheries/farming/facts-
and-figures/markets/overviews/market-observatories_en.

European Union Market Observatory for Fisheries and Aquaculture (EUMOFA):
https://www.eumofa.eu/.

Short term market outlook for agricultural products, next issue scheduled for 4 April 2022:
https://ec.europa.eu/info/food-farming-fisheries/farming/facts-and-figures/markets/outlook/short-
term_en#arablecrops .
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full level of the greening payment. This temporary flexibility will allow farmers to adjust
and expand their cropping plans this year

The Commission supports Member States in using possibilities to reduce the blending
proportion of biofuels which could lead to a reduction of EU agricultural land used for
production of biofuel feedstocks, thus easing pressure on the markets for food and feed
commodities.

As for fisheries sector’s operators, the Commission is considering activating the crisis
mechanism of the EMFAFS, which is devised for exceptional events causing a significant
disruption of markets. It allows Member States to grant compensation to operators for
their income foregone and economic losses, and to recognised producer organisations
and associations, which store fishery products’.

To enable Member States to remedy the serious disturbances to the economy resulting
from the war in Ukraine, the Commission adopted a new, self-standing Temporary
Crisis Framework on 23 March 2022. This framework allows support for undertakings
directly or indirectly affected by the crisis, including farmers and fishers, in the form of
liquidity support and aid for increased gas and electricity costs. This framework allows
aid, including direct grants, to producers affected by the crisis (such as those affected by
significant increases in input costs, in particular feed and fertiliser) as well as aid to
energy-intensive undertakings (such as fertiliser manufacturers and the processing

industry).

In the short term, availabilities of animal feed are also of concern. Livestock and
aquaculture producers are already looking for alternative supply sources to replace the
supplies lost due to the war. Some Member States have decided to make use of the
existing flexibility in EU legislation® for imports in duly justified cases, on an
exceptional and temporary basis, that do not compromise food safety and consumer
health. The Commission monitors such national measures. Finally, market safety net
measures are deployed to support the market for pig meat, in light of the specific
difficulties for that sector.

High fertiliser prices encourage more efficient use and drive innovation in using more
sustainable alternatives contributing to the Farm to Fork Strategy target of reducing
nutrient losses by 50% by 2030. Organic farming, for example, uses limited amounts of
mineral fertiliser and is therefore less exposed to price increases. Nevertheless, in the
short term, the cost and availability of mineral fertilisers must continue to be a priority,
pending the transition to use of sustainable types of fertiliser or methods of fertilising.
The fertiliser industry in the EU must be able to access the necessary imports, including
gas to produce fertilisers within the EU itself. Fertiliser prices and supplies for farmers
will be monitored to ensure that the prospects for EU harvests are not jeopardised.

European Maritime, Fisheries and Aquaculture Fund (EMFAF) pursuant to Article 26(2) of Regulation
(EU) 2021/1139

7 In accordance with the storage mechanism of Articles 30 and 31 of Regulation (EU) No 1379/2013 on
the common organisation of the markets in fishery and aquaculture products.

Regulation (EC) No 396/2005 of the European Parliament and of the Council of 23 February 2005 on maximum
residue levels of pesticides in or on food and feed of plant and animal origin and amending Council Directive
91/414/EEC
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4. ENSURING FOOD SYSTEM RESILIENCE
4.1.  Sustainable food systems

While short term emergency support measures are important, they do not replace the
importance of refocusing the food sector in the long run towards sustainability and
resilience.

Food sustainability is fundamental for food security. Without a transition set out in
the Farm to Fork and Biodiversity Strategies, food security will be severely at risk in the
medium and long-term, with irreversible impacts globally. In implementing these
strategies, the Commission is keen to ensure that overall productivity of EU
agriculture, fish and seafood production is not undermined.

Acutely aware of the interrelations between our health, ecosystems, supply chains,
consumption patterns and planetary boundaries, the Commission set out its vision for a
fair, healthy and environmentally friendly food system in the Farm to Fork Strategy.
In this strategy, the Commission underlined the importance of the resilience of the EU
food system, to ensure access to a sufficient supply of affordable food for citizens under
all circumstances and to undergo a transition to sustainable food systems in a fair and
democratic manner, in line with the European Pillar of Social Rights.

The current crisis lays bare the dependency of the EU food system on imported inputs,
such as fossil fuels, fertiliser, feed and raw materials, confirming the necessity of a
fundamental reorientation of EU agriculture and EU food systems towards
sustainability, in line with the Green Deal and the reformed CAP and facilitated by
actions proposed in the Long term vision for rural areas’.

Improved and reduced use of inputs (nutrients, pesticides), and organic farming (which
relies less on such inputs) are pillars of the transition to sustainable agriculture. Ending
wasteful discarding at sea and fighting illegal, unreported and unregulated fishing will
bring fish stocks to sustainable levels. The current crisis also highlights the cost of
inaction, including the urgency of addressing the challenges in terms of agricultural
productivity and the environmental consequences of indirect land use change, including
in third countries.

Innovation through research, knowledge, technology, agro-ecology and adoption of
best practices can mitigate pressure on input costs without hurting production capacity,
leading to long-term progress in productivity to achieve the green transition. More
importantly, it will help achieve a fundamental change in society by reducing food waste,
encouraging more plant-based diets and building partnerships with third countries for
development of sustainable food systems. Improved information on the sustainability of
our food will empower consumers to make the sustainable choice. Fighting food loss and
waste reduces pressure on the limited natural resources and brings savings and the
redistribution of surplus food helps those in need.

Actions that increase yields sustainably through both technological as well as
agroecological innovation, need to be prioritised. The Commission will propose new
rules to facilitate the placing on the market of plant protection products containing

® A long-term Vision for the EU's Rural Areas - Towards stronger, connected, resilient and prosperous

rural areas by 2040, COM/2021/345 final.
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biological active substances. It is also assessing options for new rules on new genomic
techniques, which have the potential to create plant varieties that are less susceptible to
changing temperatures and climatic threats, more resistant to plant pests and more
efficient in the use of fertiliser. To safeguard soil fertility, the Horizon Europe Mission 'A
Soil Deal for Europe' aims to establish 100 living labs and lighthouses to lead the
transition towards healthy soils.

The current and dramatic crisis confirms that we need to accelerate the food system
transition towards sustainability to better prepare for future crises. As a follow-up to
the 2021 UN Food Systems Summit, the Commission will engage in eight coalitions'”
that all aim at food system transformation, resilience and sustainable productivity growth.

The role of the CAP strategic plans for the period 2023-2027 will be crucial in supporting
the transition towards sustainable agricultural practices and resilient production
systems, most notably through the combination of a more result-oriented policy
framework and a more effective set of policy instruments and mechanisms. This will be
the focus of forthcoming observations of the Commission on Member State draft plans.

The Commission calls on Member States to ensure a fairer distribution of income
support to enhance in particular the resilience of small and medium-sized farms,
vulnerable to volatility of markets that may threaten continuity. The Commission also
encourages Member States to make more use of the rural development fund to finance
risk management tools, to help farmers cope with revenue and income losses, and to
support the development of short supply chains and other types of diversification of farm
income. Similarly, it welcomes plans to facilitate access to credit for farmers, to be able
to invest in sustainable production methods, including for example production and use of
renewable energy.

In this context, the Commission also expects Member States to define and implement the
new conditionality mechanism in a way that maximises the climate and environmental
objectives, while minimising its potential short-term impact on production capacity.
For example, the minimum share of arable land to allocate to biodiversity should rather
focus on the maintenance and establishment of non-productive features such as landscape
features (e.g. hedges and trees) than laying land fallow (which would constrain EU
production potential).

Member States are urged to revise their CAP strategic plans with a view to support
farmers in adopting practices optimising the efficiency of fertilisers, thus reducing
their use. This can be done specifically through precision farming, but also organic
farming, agro-ecology and more efficient use through advice and training on nutrient
management plays an important role. Member States should fully exploit the possibilities
of their CAP Strategic Plan in this regard, as well as optimising and reducing use of other
inputs such as antibiotics and pesticides and engage in carbon farming.

10 The 8 coalitions in which the Commission will participate are: Food is never waste, Healthy Diets

from Sustainable Food Systems for Children & all, School Meals Coalition, Aquatic and Blue foods,
Agroecology, Zero Hunger, Fighting food crises along the HDP nexus, Sustainable Productivity
Growth. More information: https://foodsystems.community/coalitions/.
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4.2. Enhancing resilience by reducing dependence on fossil fuels and imported
inputs

The resilience of the EU food sector requires diversified import sources and market
outlets through an ambitious and robust trade policy, multilaterally as well as through
trade agreements. The need to address the dependency of European agriculture and
fishery sectors on energy and energy intensive imports was exposed by the war in
Ukraine and the reaction of markets.

Reducing the reliance on mineral fertiliser produced with fossil fuel, is an especially
important objective. Nitrogen fertiliser is mainly produced with natural gas (both as
energy source and as reactant). Investments in the circular bioeconomy contribute to
replacing fossil-based products, materials and energy, thereby helping to decarbonise the
economy'!. Producing mineral fertiliser with clean technology is an important area of
innovation. The Commission is supporting the transition to green ammonia'’, e.g for
fertiliser producers through the deployment of clean hydrogen as set out in the
Commission’s Hydrogen Strategy'® and supported by the Clean Hydrogen Alliance and
EUR 800 million in investment.

Phosphate and potash are key nutrients to ensure good yields of high-quality arable
crops. There is an acute dependence on imports of both as most reserves are in third
countries, including Russia, China, Morocco and Belarus. Russia and Belarus potash
exports account for 40 percent of global trade. As a result of the recently adopted
sanctions, the EU will need to replace the import share of these two countries,
respectively 60% for potash and 35% for phosphates, by other sources. Free trade
agreement already in place can facilitate sourcing these inputs from other origins. The
Commission will carefully monitor the situation to anticipate possible shortages and take,
if necessary, temporary remedial action to facilitate such sourcing.

The Union, through Horizon Europe, will further invest in research and innovation to
substitute the use of synthetic fertilisers and to accelerate the transition to sustainable,
circular, and resource efficient food systems in the EU. Under one of the Horizon Europe
work programmes for 2021-2022, a substantial budget of 268.5 million EUR will be
allocated to circular and bioeconomy sectors. In addition, the Circular Bio-based Europe
partnership will be endowed with up to EUR 1 billion for a period of seven years, where
the position of primary producers will be reinforced. This supports promising pathways
identified in the Bioeconomy Strategy, such as increasing the sustainable use of
biomass, the recovery of valuable nutrients (including phosphates'* and nutrients from
livestock manure) and the production of bio-based alternatives (including by using
by-products, residue and waste streams) to close the nutrient cycle, while protecting
water, air and soil quality. Access to the internal market of products issued from the

' https://ec.europa.eu/info/sites/default/files/food-farming-fisheries/farming/documents/factsheet-agri-

value-chains_en.pdfhttps://ec.europa.eu/info/sites/default/files/food-farming-
fisheries/farming/documents/factsheet-agri-water-nutrients-waste _en.pdf.

2 Projects in the order of EUR 30-35 billion could be operational in the short to medium term in e.g.

Spain, the Netherlands, Austria, and Sweden.
13 COM(2020)301 final.

For example: “Phos4You: deploying phosphorus recycling from wastewater in North-West Europe”
Phos4You - PHOSphorus Recovery from waste water FOR YOUTr Life | Interreg NWE (nweurope.eu)

11

www.parlament.gv.at


https://www.parlament.gv.at/pls/portal/le.link?gp=XXVII&ityp=EU&inr=94569&code1=COM&code2=&gruppen=Code:COM;Year:2020;Nr:301&comp=301%7C2020%7CCOM

circular economy will be facilitated'>. The Commission will continue to consider further
safe regulatory steps to allow for wider possibilities for use of recovered nutrients from
livestock manure. Moreover, the Commission will develop with Member States an
integrated nutrient management action plan to address nutrient pollution at source and
increase the sustainability of the livestock sector.

Energy use in agriculture and seafood production is already decreasing in industrialised
countries due to efficiency gains'®. There is scope for further gains through greater
efficiency in nitrogen use, biomass valorisation and reducing food waste. Targeted
research and innovation will aim to further improve the efficiency of the fertiliser
application at farm-level, among others by deploying precision farming techniques.
Furthermore, EU funding promotes research into sustainable food production systems,
including mixed-farming, agro-ecology or organic. Leguminous crops, which fix
nitrogen and use less nitrogen fertilisers, play a big role in those production systems and
will be given a specific attention. A decrease in use of diesel for tractors could be
achieved through innovation that reduces the use of plant protection products and
mechanical weeding.

Sustainable management of fish stocks combined with more energy-efficient fishing
vessels will also contribute to a reduction in the use of fossil fuels to produce seafood.

Accelerating production and use of renewable energy is another priority to which
CAP Strategic Plans, EMFAF!” as well as Next Generation EU funding contribute. On
farm generation of electricity through wind, solar or biogas will not only reinforce the
resilience of those particular farms, but also contribute to the security and sustainability
of European energy supply. In this crisis, we must avoid that use of food and feed crops
as feedstock for biofuel increases. The Commission calls on Member States to enhance
investments in farm or farming cooperative based biogas from sustainable biomass
sources, including in particular agricultural and aquacultural waste and residues,
anchoring the value creation into the rural economy.

Reducing dependence on feed imports is part of the larger transformation of the EU
food system, including a shift towards more plant-based diets and ensuring a more
resilient and autonomous food system. In its Versailles declaration, the European Council
called for boosting EU plant protein production.

At least 19 Member States intend to make use of the possibilities to provide ‘coupled
support’ for protein crops in their CAP Strategic Plans for 2023-2027. The Commission
calls on Member States to also make use of other possibilities to support plant protein
production, including dedicated sectoral interventions, as part of sustainable farming
systems based on diversified feed sources. The Commission will pay specific attention
to protein crops in its summary assessment of the Member States’ CAP Strategic Plans

15 Following the entry into force on 15 July 2022 of Regulation (EU) 2019/1009 on the making
available on the market of EU fertilising products.

16 Crippa et al. (2021) Nature Food. http://www.nature.com/articles/s43016-021-00225-9.

European Maritime, Fisheries and Aquaculture Fund.
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8as well as review the policy identified in its 2018 report on the development of plant

proteins in the EU'.

The Commission will :

e Support through the Fund for European Aid to the Most Deprived (FEAD)
EU countries' actions to provide food and/or basic material assistance to the
most deprived.

e Deliver a support package of EUR 500 million to support farmers most
affected.

e Deploy market safety net measures to support specific markets and allow for
increased levels of advances of direct payments later this year.

e Apply a new self standing Temporary Crisis Framework (TCF) for state aid.

e Allow Member States to derogate from certain greening obligations in
2022 to bring additional agricultural land into production.

Member States are encouraged to:

e Use the new CAP strategic plans to prioritise investments that reduce the
dependency on gas and fuel and inputs such as pesticides and fertilizers,
e.g.:

0 Investments into sustainable biogas production, reducing dependency
on Russian gas.

0 Investments into precision farming, reducing dependency on synthetic
and mineral fertilisers as well as chemical pesticides.

0 Support for carbon farming, reducing greenhouse gas emissions and
providing a better income for farmers.

0 Support for agro-ecological practices, reducing dependency on
chemical inputs and ensuring lasting food security.

o Ensure the effectivenss and coverage of social protection systems and
access to essential services for those in need

5. CONCLUDING REMARKS

An unprovoked war on the European continent has again brought food insecurity to
Ukraine, a country with some of the most fertile soils in Europe.

The Versailles declaration of the European Council calls upon the Commission to take
urgent action to present options to address rising food prices and the issue of global food
security as soon as possible. This Communication outlines immediate and ongoing
actions to support food security for the citizens of Ukraine as well as support for food
security in food-deficit countries. It addresses food affordability in the EU and the
specific short-term challenges for producers facing high input costs. It recalls the

18 Article 141 (2) of Regulation (EU) 2021/2115.
19 COM(2018) 757 final.
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Commission’s commitment to the Green Deal and the Farm to Fork Strategy and sets out
medium-term actions to support the transition to a sustainable food system.

The Commission calls on Member States to actively engage and quickly implement the
necessary actions to address pressing concerns and long-term vulnerabilities. Member
States are in the position to put many of these measures into place without further
regulatory framework at EU level. Specifically, the Commission urges Member States to
revise their CAP plans where necessary to ensure food system resilience.

At the same time, the Commission will strengthen its efforts and increase its cooperation
with international organisations and other key actors to timely and effectively address the
consequences of the Russian invasion of Ukraine on global food security.
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ANNEX 1

GLOBAL FOOD SECURITY AND THE EU AGRI-FOOD CHAIN
The situation in the EU

The EU is largely self-sufficient for key food products. The EU is a main wheat and
barley exporter and largely covers its consumption for other staple crops such as maize or
sugar. The EU is also largely self-sufficient for animal products, both dairy and meat
products (except sheep and goat meat and seafood), seafood, fruit and vegetables
(peaches, nectarines, apples, tomatoes, oranges).

For some specific products however, the EU is a considerable net-importer. In some
cases, imported products are difficult to substitute, be it in terms of volume, import
sources, quality or cost. This is the case for tropical products (tropical fruit, coffee,
cocoa), fish products, feed, and a variety of additives, such as vitamins and amino acids
that are key to the production of animal feed products or food. Notably, 22% of feed
protein is of non-EU origin in 2021/22, but this ratio reaches 75% for oilseeds meals'
(mainly soya).

The impact of the global commaodity price surge

The current general commodity price surge has some similarities with the 2008 food
commodity boom in terms of its generalised nature of high level, co-movement and high
volatility in all commodity prices. Now, as then, the increase in input prices for
agricultural products is a multiple of food price increases and exhibits once more the
problem faced by producers of bottlenecks and lags in food chain price transmission,
while still resulting in important food prices increases.

Graph 1. Commodity price waves
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' EU protein feed balance sheet, DG AGRI.
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However, there are some major differences between the two episodes. Relative stock
levels of major agricultural commodities are higher today. Even though stocks of
major staple commodities have slightly declined during the past four years, stock-to-use
ratios are nowhere near the level that preceded the 2008-10 price spike, even when taking
into account that Ukraine and Russia will not fully supply markets this marketing year.

Regulation and transparency of commodity markets has been considerably enhanced
since the 2008 Communication on Food prices in Europe* which was produced in the
aftermath of the food price surge of 2007/2008. At the time the Commission
recommended promoting competitiveness of the food supply chain, vigorous
enforcement of competition and consumer protection rules, reviewing and where
necessary improving regulation on the functioning of the food supply chain,
improving consumer information, and discouraging speculation on agricultural
commodity and derivatives markets. These recommendations have all been translated
into legislative and policy action (see Annex 2), which provides a solid starting point to
weather today’s storm.

Impact of high energy prices on EU agriculture and fisheries

In addition to the direct exposure to the surge of energy prices, the food sector is
exposed to the inflationary effects of a series of products and services. It is the main
consumer of fertilisers and phytosanitary products, but also of machinery, food
packaging materials, and is affected by the surge in transportation costs.

The impact from rising fertilisers costs has been particularly acute. Fertilisers represent
18% of the input costs of arable crops farms (2017-19 average). Natural gas is the main
determinant for the price of nitrogen-based fertilisers. It represents 60-80% of the
variable input costs for their production. High wholesale natural gas prices translate into
high fertiliser prices (for nitrogen-based fertilisers as urea, prices peaked to levels similar
to the levels observed during the 2007-2008 financial crisis). Some EU fertiliser
producers temporarily halted their production as energy costs were too high. Prices of
rock-based fertilisers (phosphate and even more so potassium) are less correlated to
energy prices, although also under pressure due to the weight of Russia and Belarus in
the world production.

Even though the EU imports EUR 3 billion worth of fertilizer from Russia, the reliance
on imports for nitrogen-based fertilisers remains limited, with more than 90% of the EU
consumption provided by the EU domestic industry. However, the industry is heavily
dependent on gas of Russian origin.

The fishery sector is also heavily hit by the increase of price of marine fuel. The price of
marine fuel is currently at a record high for the last 2 decades, it has increased by 100%
compared to the average price in 2021. At this level of fuel prices, the majority of EU
fleet segments are below their break-even revenue point and do not cover their
operational costs. Increase of electricity costs is a major concern for the aquaculture
sector (water pumping and circulation) and the processing sectors (production lines and
storage / freezing facilities).

2 COM (2008)821 final.
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Farm income situation

Good production levels and prices for EU agriculture resulted in an improvement of the
2021 EU farm income per worker compared to the 2017-19 average. The very strong
increase in input costs puts pressure on margins, particularly for livestock, notably pig
meat, and aquaculture producers, who already face much higher feed costs. The average
farm income per worker is therefore expected to decline in 2022 and 2023, erasing
gains made during 2020 and 2021, with a more severe decrease for livestock producers.

Increasing costs of logistics and other inputs

Food manufacturers, traders and retailers face increased costs for transport and logistics,
(in bulk, container, or air). The fall-out of COVID and the strong economic recovery that
followed, congestioned the maritime freight capacities. With further disruption in the
Black Sea, maritime freight will be under further stress. Other inputs also see their costs
increase: this is the case for example for packaging costs (wooden containers +37%,
paper and pulp + 26%, plastic +13%)>. The shortage of labour and difficulties to recruit
in the EU food manufacturing industry is also reported to play a role (+62% job vacancy
rate in manufacturing).

Rising EU food prices

Last, but not least, since the summer of 2021, consumer food prices have increased,
reaching 5,6% on an annual basis in February2022, the highest rate since the beginning
of the COVID-19 pandemic. Food is an important component in the overall inflation rate
(HICP?*), with a share of 16% on average in the EU-27, to which an additional 6% for
catering can be added. In comparison, energy costs for housing and transport represent a
10% share in the average household basket.

Member States are affected differently, depending on their respective national economic
context, on the structure of their food supply chains, and on national consumer demand
patterns.

3 https://www.fooddrinkeurope.eu/wp-content/uploads/2022/03/Economic-Bulletin-on-Input-Costs-

NovDec-2021-FINAL-public-version.pdf

4 Harmonised index of consumer prices.
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Graph 2: Food price inflation by Member State

18
16 Lithuania; 15,3
14
12
10 .
Rognania; 9,5
3 {oland; 7,5
U27;5,6
6 Spain; 5,6
grmany; 5,2
4
Italy; 5,2
2 France; 2,5
0 v
i o o < n O N~ 0 [e)] o i [aV] i \ o™ S O N~ ] [e)] o — o i o
@ Q QP QQQQ Q ddd0 Q9 9 0 9 Q@ @ o dd 9 9
2 O O O O O 0O 0O 0 0O 0 0 0 o4 A o4 A o4 3 o dA « +dA «d +d N
o o o o o o~ (] (] o o o o o o o o o (] (] (] (] (o] o o o (o]
O O O O O O O O 0O 0O 0O O 0O O OO0 OO0 oo o o o o o o
(o] o o o o o~ o~ (o] (o] o o o o o o o o o~ o~ (o] o~ (o] (o] o o o

Source: Eurostat (selected Member States).

Ukraine, Russia and global food security

The Russian invasion in Ukraine came on top of already tense (energy) commodity
markets and inflationary pressures.> Moreover, it impacts global food security: Ukraine
and Russia are major players in the global grains and oilseeds market. Ukraine accounts
for 10% of the world wheat market, 13% of the barley market, 15% of the maize market,
and is the most important player in the market for sunflower oil (over 50% of world
trade). As far as Russia is concerned, these figures are respectively 24% (wheat), 14%
(barley) and 23% (sunflower oil). Russia is also a major exporter of white fish, in
particular Alaska Pollock for the processing industry (16% of the supply).

North Africa and the Middle East import over 50% of their cereal needs from Ukraine
and Russia. Eastern African countries import 72% of their cereals from Russia and 18%
from Ukraine. Ukraine is also an important supplier of (feed) maize to the European
Union and China.

Ukraine is the EU's fourth biggest food supplier and a key source of cereals (52% of EU
maize imports, 19% of soft wheat), vegetable oils (23% of EU imports) and oilseeds
(22% of EU imports, especially rapeseed 72% of EU imports). Russia exports less to the
EU.

Given Ukraine's weight in international trade, the disruption of Ukraine's agricultural
production and logistics, in combination with an increase in the costs of freight and
insurance, has major repercussions on world markets, and therefore on the prices of
grains. Since the beginning of the conflict, a sharp rise in world prices of cereals has

An extensive analysis can be found in the information note of the United Nations Food and
Agriculture Organisation “The importance of Ukraine and the Russian Federation for global
agricultural markets and the risks associated with the current conflict”, 11 March
2022, https://www.fao.org/3/cb9013en/cb9013en.pdf, or in “The Ukraine Conflict and Global Food
Price Scares”, R. Vos, J. Glauber, M. Hernandez, and D. Laborde, 1 March, 2022,
https://www.foodsecurityportal.org/node/1921.
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already been recorded, higher than 2007/2008 prices. This situation not only puts at risk
the food supply to the Ukrainian population, but also the food security of those non-EU
countries dependent on imports of commodities from Ukraine.

Ukraine’s agricultural production potential is heavily impacted by the Russian
invasion on the country. In addition to the human toll, the destruction and dangers of
warfare, there is a shortage of labour to work farms and fields including in neighbouring
Member States. Essential inputs are scarce and difficult or impossible to obtain. In
Ukraine, the ability to sow spring crops and harvest both spring and winter crops in 2022
will be decisive and the impact of the war is likely to extend over several years, not in the
last place due to war damage on infrastructure and logistical facilities. In Russia, while
production is not harmed by war, uncertainty remains as to its ability to export large
quantities via the Black Sea.

Food security in a global context

Food security continues to be of growing concern on the planet. The United Nations have
highlighted that climate change and biodiversity loss represent the major global threat to
food security®. FAO reports that 811 million people remain chronically undernourished
and a combination of drivers are challenging progress towards reaching sustainable
development goal No. 2 ‘Zero Hunger’. Climate change is expected to worsen the
situation in absence of effective mitigation and adaptation measures. Rising food prices
have an immediate effect on citizens in developing as well as least developed countries
dependent on food purchases. The FAO Food Price Index, tracking monthly changes in
international commodity prices, indicates an increasingly difficult situation: it
averaged 140.7 points in February 2022, its highest point ever, 3.1 points above the
previous top of February 2011.

While key customers of Ukrainian and Russian wheat reportedly have stocks for some
months, price increases are already felt in countries that are in a precarious situation
such as Syria and Lebanon, as well as in Algeria.

In 2021, global food insecurity achieved unprecedented levels, with over 161 million
people requiring urgent food assistance, and almost 0.6 million experiencing famine-like
conditions. This situation may deteriorate further if food prices keep increasing.

6 https://www.ipcc.ch/srccl/chapter/chapter-5/, https://www.fao.org/documents/card/en/c/ca3129en/.
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ANNEX 2

FoLLOW-UP TO THE 2008 COMMUNICATION FROM THE COMMISSION TO THE
EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL
COMMITTEE AND THE COMMITTEE OF THE REGIONS - FOOD PRICES IN EUROPE
(COM/2008/0821 FINAL)

Recommendations 2008 communication

Follow-up

Promote the competitiveness of the food
supply chain

Successive CAP reforms (2008, 2013, 2021)

The High-Level Forum for a better functioning
food supply chain (2010-2019).

Free Trade Agreements (e.g. Japan, Vietnam,
Singapore, Canada, Mexico, SADC-EPA)
resulting in market opening and reduction of
non-tariff barriers for food exports.

Market Surveillance and establishment of the
Single Market Enforcement Task Force.

InvestEU: support to agri-food SMEs via the
EEN network and access to finance instruments.

EU Partnership for Skills in agri-food

EU Code of Conduct on responsible food
business and marketing practices.

Ensure a vigorous and coherent enforcement
of competition and consumer protection rules
in the food supply markets by the European
Commission and National Competition and
Consumer Authorities

The Commission intervened in and sanctioned
restrictions of parallel trade in a number of cases
in the food markets.

The Commission and National Competition
Authorities stopped a number of national
protectionist initiatives on food products.

The Commission authorised some mergers in
agricultural inputs (e.g. crop protection products)
and some food and drink products (e.g. dairy,
beer) subject to remedies protecting price
competition and choice and innovation.

Comprehensive Commission study on the
concentration of the modern retail sector and on
how choice and innovation made available to the
consumers on shop shelves evolved during 2004-
2012

Review at national and/or EU level, as
appropriate, regulations that have been
identified as potentially problematic for the

Report of the Agricultural Markets Task Force
Improving market outcomes — enhancing the
position of farmers in the supply chain (2016)"

6
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functioning of the food supply chain

Clarification of competition provisions in the
CMO Regulation™ (Common Organisation of the
Markets), 2018, 2021.

Directive (EU) 2019/633 of the European
Parliament and of the Council of 17 April 2019
on unfair trading practices in business-to-
business relationships in the agricultural and
food supply chain.

Simplification of food safety regulations
including Fitness Check on the General Food
Law Regulation.

Provide better information to consumers,
public authorities and market operators by
setting up a permanent European monitoring
of food prices and the supply chain

Establishment of 6 agricultural ~Market
Observatories” and an AGRIFOOD data portal.

Publication of regular Short Term Outlook
reports”.

Establishment of the Eurostat’s Food Price
Monitoring Tool"

Improved provisions in terms of market
transparency for agricultural products
(Commission Regulation (EU) 2019/1746; 2021
amendments to the CMO").

Establishment of the international Agricultural
Markets Information System (AMIS - see
section 3): Eurostat data on food prices

Examine measures to discourage speculation
to the detriment of commercial operators in
agricultural commodity markets

Directive  2014/65/EU  of the European
Parliament and of the Council strengthening
investor  protection and improving the
functioning of financial markets making them
more efficient, resilient and transparent.

Directive (EU) 2021/338 of the European
Parliament and of the Council amends Directive
2014/65/EU, to help the recovery from the
COVID-109 crisis.

Regulation (EU) No 596/2014 of the European
Parliament and of the Council on market abuse.

Regulation (EU) No 648/2012 of the European
Parliament and the Council on OTC derivatives,
central counterparties and trade repositories
applies to a broad range of OTC derivatives,
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including  certain commodity derivatives
increasing the transparency of OTC traded
commodity derivatives.

il

vi

https://ec.europa.eu/competition/sectors/agriculture/retail _study report en.pdf .

https://ec.europa.eu/info/sites/default/files/food-farming-fisheries/farming/documents/amtf-report-
improving-markets-outcomes_en.pdf

Regulation (EU) No 1308/2013 of the European Parliament and of the Council of 17 December 2013
establishing a common organisation of the markets in agricultural products

https://ec.europa.eu/info/food-farming-fisheries/farming/facts-and-figures/markets/overviews/market-
observatories_en

https://ec.ecuropa.eu/info/food-farming-fisheries/farming/facts-and-figures/markets/outlook/short-
term_en

https://ec.europa.eu/growth/sectors/food-and-drink-industry/competitiveness-european-food-
industry/european-food-prices-monitoring-tool_en
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