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Importance of agri-food sector to the sustainable development of rural territories
	1- The European agri-food sector

	The importance of the rural world within the European context is one of its most significant features and it plays a key role in European Union development model. Rural areas
, in EU-25, account for 92% of the territory and 56% of the population. Although most economic activity is concentrated in urban areas, rural areas still generate 45% of the whole economy GVA (Gross Value Added) and 51% of the employment
.  
Utilised Agricultural Area (UAA) occupies 89% of rural areas and agricultural labour represents approximately 9.9 million AWU (Agricultural Work Units), more than 85% of which is located in rural areas.
	Territorial, economic and social importance of rural world

	Within this context, agri-food production necessarily plays an important role in the European Union, contributing with 8.1% to the whole economy GVA. However, its importance varies widely within the Community, with employment ranging between 3% and 31 %. Approximately half of the Member States are above the EU average (7.3%). 
Food and drink industry is the most important sector in the manufacturing industry, and it has been on an upward trend over the last few years.
 It accounts for 13.6% of turnover, 50% of which comes from SME, 11.6% of GVA and 13.0% of employment in the industrial sector. In some regions, its importance is even greater, representing 18% of employment and 20% of GVA. 
	Importance of agri-food industry within manufacturing industry

	Besides agri-food production, rural world also supports other activities, either economic, such as those related to tourism and leisure, or environmental, such as the maintenance and protection of natural values. 
All these activities are based on the production of a set of goods and services associated with the use and management of endogenous and native resources, demanding and keeping human resources in the territory. These goods and services preserve natural and socio-cultural values, maintain overall biodiversity and they are crucial in shaping the landscape. 
	Rural world produces non-exclusively agricultural goods and services


	Therefore, the European agricultural model has reinforced the multifunctional nature of the agri-food sector either by fostering its economic role as producer of marketable goods, or by its environmental role, as service provider and manager of resources and territories, and its social role, through the activities and income it generates. 
	

	In the modern world, values and reference standards are changing at an increasing speed, involving the whole society. The agricultural sector reflects this astonishing movement acting over all the activities, creating new products, markets and consumers and inducing an increasing demand of agricultural raw materials and foodstuffs. These are new and unexpected situations. Together with successive adjustments of European production and structure as they result of policy measures adopted, we must reflect on the consequences these changes will have on development and structure of rural territories. 
	

	By its very nature, agri-food productions are based on resources and territories on which they, directly or indirectly, depend and to which its contribution is important or even crucial. Their development and sustainability are, therefore, decisive to the development of those resources and territories.
The sustainability of EU agri-food production within the global context necessarily involves its ability to create value added. EU production differentiates itself in the world market by its high level of regulation, namely regarding food safety, which corresponds to an overall level of confidence for the consumers. 
We must also considerer the level of competitiveness of European specialised and high quality production markets, incorporating innovation and using endogenous resources, some of them often associated with the territories where they come from or in which they are located.
Improving a more competitive and simultaneously more sustainable European agriculture, producing safe, healthy, high quality food products is, therefore, the challenge for the near future as it has been in the past, and which we must pursuit.
Looking forward to a competitive, multifunctional agriculture, incorporating an agri-food chain
 strategy fosters and reinforces the creation of value added, not only at the production level but also at the social and environmental level, improving the sustainability and increasing the impact on rural world.
	More differentiated and safer agri-food production means  additional value added

	2- The present context

	Over the last two decades the successive CAP reforms have been incorporating the requests and concerns of European society, making it an active and efficient instrument to the European development model. In fact, CAP has been in constant evolution, proving its ability to integrate new orientations in order to meet both the different goals of society and the new conditions imposed by an increasing globalisation. 
Within this context, we should emphasize the key role played by agriculture and forestry and their associated industries in the reinforcement of European economy and in guaranteeing and creating a high number of jobs.  
	CAP follows changes in society and it incorporates its values 


	The European integration process, on one hand, and the widening range of Community policies, on the other hand, requires a higher degree of articulation. Today, it is no longer possible to dissociate the complementary and synergetic effects between all policies, as it is distinctly shown by the integration of the environment in the remaining policies and by the Lisbon Strategy for Growth and Employment.
The 2003 CAP reform, deepening the approach of Agenda 2000, clearly reflects this new dynamics. It brings about more simplification and transparency, greater sustainability and market orientation, while focus on rural development policy, reinforcing its importance  and making it more complementary to other policies. 

With the introduction of the Single Payment Scheme and the Simplified Payment Scheme, there was a deep shift in the nature of support policy. Previously based on product control and supply strategy, moved to a consumer and demand option, which implies different choices and taking decisions based on a market orientated vision, new features and restrictions.
	More integration and articulation between Community policies

	However, the application of the same instruments to very different and complex rural situations in certain circumstances and in some regions may have undesirable impacts, in conflict with previous objectives. Actually, this could lead to an increasing risk of ending of activity and farming, increasing marginalisation and desertification. These situations fail to meet expectations and contradict clear policy objectives, for instance, safeguarding occupation and maintenance of the rural population or increasing its quality of life. Looking forward to reach greater cohesion, this may be disturbed by cessation of farming activities, mainly in regions without others activities or alternatives, which in turn have an impact on environmental values and rural sustainability.
	Regions at risk of exodus in conflict with main political objectives


	Another concern always present when deciding upon the different CAP reforms was the need to more integration with world markets, and a proactive orientation to gradually introduce the necessary adjustments to new conditions brought about by globalisation, in particular those resulting from the negotiations within the World Trade Organisation.
Greater openness of EU policies to external markets cannot but create new challenges to the competitiveness of agri-food production. These challenges are reinforced by the present increasing demand and growth expectations of agro-industrial sector at the world level. This is an opportunity that EU must pursuit and takes advantage.
	Opening and expanding markets is an opportunity

	Having said this, what we have conclude ten years ago still remains valid today: 
“European agriculture must also be capable of showing a strong presence in the world market and able to take advantage of the opportunities afforded by the anticipated growth of consumption in third-country markets. This of course means continuing the ongoing process of improving the competitiveness of the European agricultural and agri-foodstuffs sectors both on the internal market and on external markets. Such striving for greater competitiveness will in due course have to be reconciled as best it can with the development of the model of European agriculture referred to earlier.” 
 
Since then, political and regulatory conditions were created to meet this challenge. The adjustments made to the CAP bring to light the efforts made towards integrating and preserving the apprehensions of European society about the safety production, quality goods, respecting the environment and more integration on a global context.
For that reason, European Union is, now, more prepared and capable of playing its actual responsibility at internal and external markets in a consistent and sustainable way. 
	Competitiveness of agri-food sector an objective for EU policy


	3- Agri-food production and rural territories

	We have important agri-food activities settled in European rural areas, responding to consumer demands, meeting their safety and quality requirements, all this in a sustainable way. The synergies created between territories and agri-food production give rise to mutual development, involving more opportunities for other socio-economic and environmental activities. 
Indeed, dynamic rural regions foster agri-food production. “Only in lively rural regions do farming, forestry and fisheries have a long-term future. These industries live from their integration with the local region, its economy and its social connections. This is a core element of the European farming model and thus a central concern in the Common Agricultural Policy.”
 

Production activities contribute to the sustainability of rural territories, either directly through the value added they create, or indirectly through environmental, landscape and social externalities. These, in turn, give rise to other activities based on the goods and value produced by rural areas. A balanced development of agri-food production stimulates the need for structures, promotes competences, settling population, therefore improving the competitiveness of those territories.
	Dynamic rural regions attract development
Sustainable production activities build capacities and settle populations

	Agri-food chains related with territories are a good example to verify the dynamics and contributions to its development. 
A good example is the wine chain. In association with plantation, production and product activities (vineyard, cellar, wine) a diversified set of other activities can take place, thus contributing to create wealth and settle population. 
Wine growing regions are spread almost in all European countries. The presence of this manufacturing industry enables the processing of raw materials that can provide marketable products based on quality and safety standards. Throughout all the process synergies generates more value added.
Wine growing is a demanding activity in terms of labour and innovation and it requires a proactive attitude regarding the market. It depends on other extremely different activities and services, such as the supply of plant material and inputs, the installation, maintenance and control of equipments, the adaptation of structures and infrastructures, transportation and distribution, laboratory quality control, advisory in technical and environmental matters or in areas such as marketing, design or financial assessment.
The presence of people exercising this or any other production activity within a certain territory leads to a set of social activities and services related to the needs of the population: food and accommodation, health, education, justice, social support, transportation or telecommunications.

Finally, wine growing is also responsible for a particular and sometimes, extraordinary landscapes, giving rise to complementary economic activities, such as tourism, which develop other activities housing or gastronomy, all this surrounded by a unique landscape. Agri-food chains linked to the territory can promote and widen sustainable development, foster additional growth, promoting the creation of value added that ensures the maintenance of production activity and, consequently, the socio-economic and environmental sustainability of rural areas.
	The chain contributes to the sustainability of the territories

	4- Dynamics for the future of the CAP

	Agri-food activities within the context of the Common Agricultural Policy have integrated cultural and environmental values that promote a greater sustainability. To improve its competitiveness and that of the European agriculture we need to invest in some key factors such as training, research, innovation and diversification.
	

	Within this context, there is a consensus regarding the need to adjust production to the market and to meet consumer expectations, by assuring high safety levels and quality. The key role that attractive dynamic regions can play in the sustainable performance of the agri-food sector is also consensual.
 
A higher pressure on prices and on raw material availability in world markets is expected, given both the role played by emerging economies and the competition of agricultural raw materials for non-agricultural uses. In addition, world markets tend to be more open, leading the European agri-food sector to face increasing competition levels.
Agri-food production has a great potential to become an attractive factor in the development of rural territories, given the set of activities associated with it, which contribute to settle populations and to create value added. The competitiveness of agri-food production is therefore vital for the sector itself as for the benefit of the territories where contribution can be real from an economic, social and environmental point of view.
	Sustainable development of the sector focused on the market, consumer oriented and based on territories

	All the way through, European farmers have succeeded in managing natural resources, shaping the landscape and contributing to their sustainability. They were the ones who introduced agricultural ecosystems that led to an great quantity of habitats, plant and animal species. This is the reason why 73% of the area covered by the Natura 2000 coincides with area occupied with UAA and forestry. This is production activity in compliance with good agricultural practices and compatible with conservation and environmental sustainability principles, thus contributing to the ecological valorisation of rural areas.
	Production compatible and can promote  sustainability 

	Therefore, the challenge faced by European agri-food chains is to maintain and improve their competitiveness, within a framework of sustainable, quality production, harmoniously distributed throughout the territory, while maintaining the diversity of production systems, resource uses, organisation methods and traditions of rural societies, having as a common denominator the European agricultural model. 

However, multifunctional agriculture and agri-food sector is a value added that should not be assigned only by rural societies but also by all the society. Building a more coherent, environmental and social balanced territory is a mission that regards the entire society.
	

	The European Union has a strong rural dimension, with a wide rural diversity and complexity, which require flexible policies and measures. Fragile and less dynamic territories react differently to horizontal measures and actions. Therefore, interventions on these territories must result from adequate policy instruments that take into account different and more difficult challenges met by agri-food sector. 
In more vulnerable areas, the lack of sustainable alternatives to production activities leads to depopulation. This would have implications on the conservation and management of rural areas, contradicting the objectives of rural cohesion and preservation of environmental values. Ending of farming as a result of aid decoupling, for instance, has different impacts all over EU territories, so eventual action or measures should also be discussed to take into account these situations. In any case, decisions should presume the main objectives of our policy in order to not contradict the fundamental orientations.

The future of the CAP should continue to incorporate the goals and ambitions of the sector, integrating the concerns and values of society, based on a dynamic and proactive vision. The agri-food sector, contributing to the sustainability of the territories, it is a stimulating actor for these territories, in harmony with environmental and social values. 

Policy instruments of structural nature, such as rural development, or policy options targeted to problems such as the risk of abandonment should be reinforced, within a context of diversity and complexity of territories and regions with different development levels, requiring targeted policies.
	Diversity and complexity of rural areas requires flexibility and  targeted policies


Questions:

1. To what extent do you consider that the contribution of agri-food chains is crucial for the sustainability of rural territories and of the European development model?

2. The diversity of rural territories and their production conditions and competitiveness within the European Union makes it necessary to differentiate and render more flexible the corresponding support mechanisms. To what extent do you consider this support to be important and what kind of instruments should be favoured?

3. What is the importance of modulation for the future of the CAP and what kind of balance should exist between the first and the second pillars, assuming the need for a cohesion strategy? 









� It includes predominantly rural and intermediate areas, according to the OECD methodology.


� Rural Development in the European Union – Statistical and Economic Information – Report 2006, EU, DG Agriculture and Rural Development.


� CIAA benchmarking report - 2007 update.


� Chain is understood as a linked set of economic processes (value chain), which enable the production of a certain high value added finished product, involving the production of raw materials, processing, distribution and final consumers and also including activities and services directly associated with these processes.


� Conclusions of the Agriculture Council of 19 November 1997.


� Informal Meeting of EU Agriculture Ministers, Mainz, 20-22 May 2007.


� Informal Meeting of EU Agriculture Ministers, Mainz, 20-22 May 2007.
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