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Executive summary

Market transparencyn the agrifood supply chain has been subj¢otintensive analysis in scientific
literature andhas recently beeminder renewed policy attention in the EDheAgricultural Markets
Task ForcéAMTH, established in January 20l&commended thatfthe] Commission should take
further steps to increase nuket transparency so as to foster effective conditions of competition
along the supply chafd Following the AMTFrecommendations,in May 2019 the Commission
publisheda proposal for regulation tincrease price transparenay the food supply chain

Thisreport contributes to the discussion onarket transparencyy presening findingson estimates
by operators(i.e. companies or businesses in primary production, distribution, processing, wholesale
or retail stages)n EU agrfood supply chainsof the costs ofproviding information to a third party
(public authority private companyand/or other agencytype) in orderto comply with areporting
obligationto help improve market transparencyTheseare mainly personnel and ITostsfor data
gathering and processing, internal or external auditingf required) and disseminatin of
information. However, thee costsexclude the cost opreparing and presenting information that is
also used for management purposddie secondary objective of this repastto analyse ptential
benefits and riskgrom increased market transparencgs perceived by operators ihe agrifood
supply chain The analyses are based on an online survey angttared interviewsconducted
among operators ithe agrifood supply bainbetween23 October2018and5 February 2019

In general, the online survey and structured interviews provided consistent results in terms of
benefits and risks from increased market transparerasywell as operators' coster reporting to a
third party.

Overall the results show thamore respondents expressed that they would benefit from increased
price transparencylong the agrfood supply chi than those that expressed that they would face
risks. The main benefits identified by respondentdanclude improvement in market knowledge,
increase in opportunities for risk management (or better decigimaking), and reduction in
uncertainty (or reduction in information asymmetrylhe mainrisksinclude confidentiality anddata
security riskshighe competitive pressure and decreaseselling pricesBesidesprice information,
respondents expressed that availability of information on production volumes, consumption and
trade volumecould contribute to increased market transparency along the fgod supply chain.
Meanwhile gross and net margins atiee factorsmost often reportedby respondents agenerating

risk from increased market transparency.

Thefindingsfor the costs of reportingo a third partyshow that for the majority of respondents
(73%) annual running costfor reporting to a third partyunder existing practicesre lessthan 20%
of the total annual running costs of the opera@®imnternalreporting systemin monetary values, the
annual running costior reporting to a third paty amount to less than EUED 000 forthe majority of
respondents (746) for a significantproportion of respondents (4%o) they represent less than
EUR2 000,andfor 19% they are less than EURO. In terms ofsetup costsfor reporting to a third
party, for most respondents (8%) costsunder existing practicesre lessthan 20% of total setup
costsfor the operato@internal reporting system. In monetary values, the -sgt costs represent less
than EURLO 000 for the majoity of respondents (8%), for 63% they ardessthan EUR2 000, and
for 31% they ardessthan EURL 000.

Estimated costs for reporting all relevant information (i.e. input/output prices, volumes, transport
costs and marginso a third party- which usually goes beyond what is reportadder existing
practices- tend to be greater than those for existingporting practices. That is, for 6@ of
respondents estimated annual running cofas reporting to a third party ardessthan EURL000O,
while for 35% of respondents they adessthan EURL 000. With respect toestimated setup costs,

for 59% of respondents they adessthan EURLO000, while for 336 of respondents they afdess
than EURL 000. However estimated costdor reporting orly input/output prices to a third party are
considerably lowerthan the cost of also reporting information beyond prices80% (71%) of
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respondents reported that estimated annual running ¢ge) costsfor reporting only input/output
prices are less thaB0% of total estimated annual running (sep) costsfor reporting all relevant
information to a third party.

Cost valuesfor reporting to a third partyare positively correlated with operator sizemeaning that
larger operatos have higher costs in absdé value than smaller onegutomation of reporting is
perceivedas necessary to reduce reporting costinally, an important consideration is that direct
costsfor reporting information to a third party araot alwaysperceivedby respondentasthe most
important costs indirect costs related to market riskeduced by increased market transparency
couldoften be greater.



Market transparencyCosts of external data reporting by
private operators in the EU agfood supply chain

A surveybasedanalysis(t)

Gloria Solanddermosilla, Pavel Ciaian and Jonas Kathage

European Commission, Joint Research Centre (JRC), Seville, Spain

1 Introduction

Market transparencyin the agrifood supply chain has been the subject of intensive analysis in
scientifc literature andhas recently beemnder renewed policy attention in the EU. The availability
of accurate informatiorreduces information asymmetries and allows market participantsnake
informed decisions aboutonsumptionand production which is expected to lead to more efficient
functioning of markets. Transparency is particularly relevantttieragrifood supply chaindue to
increasingly complex orgasaition and governance of interactions between agents in the ¢laad

the need tosatisfy consumersthangingdemand for food. This is reinforced by the recent concerns
about the volatility of agricultural commodiprices and food price shocks (e.g. in 2@W08) among
market participants, governments and international orgations FAO, 2011; Trienekens et a|.
2012;AMTF, 2016g; Baltussen et al2019; Ménarg2019)

Generally, transparency the agrifood supply chain can be defined ds¥he extent to which allits]
stakeholders have a shared understanding of, and access to, the pradatdd information that
they request, without loss, noise, delay and distortiiHofstede 2003) The Agricultural Markets
Task ForcéAMTH defines market transparenc as the availability of relevant market information

G2 YIFN] SO LPhidindudeblMVO%a X ¢S 1§ KSNE QRNRTRADE)A 2y X

The literature shows that improvenharket transparencynay contribute to and/or have potential
impacts on avariety of issuessuch as consumer food choices and trust (éMgllgaard and
Overgaard 1999; Meuwissen et al, 2003; Martin, Borah and Palmatier2017); product
differentiation (e.g.Schultz 2004); improvement of market efficiency (e.glueth andMarcoul 2006;
Pendell and Schroede?006; Jensen2010 Koontz and Ward2011) competition and reduction in
asymmetries in bargaining powég.g. Kuhn and Vivesl995; Azzam and Salvad@004;Trienekens

et al, 2009; Mitchel] 2017); innovation and optimisation of business processes and products (e.g.

Dyer and Singh 1998; Lokandtan, de Silva and Fernand@011); and improvement of price
discovery whichmay affect price dsperson and volatility and reduce waste (e.g. Fausti and Béer
2004; Faustet al, 2010; Scottet al, 2010. Furthemore, improvedavailability of relevant market
information can better supporevidencebased formulation andmplementationof public policy(e.g.
AMTFE 2016b; Ménard 2019.

However some studies argue thanh certain circumstancescreased marketransparency can have
some adverseimplications for thefunctioning ofthe agrifood supply chain For examplemarket
transparencymight facilitate tacit collusionin the presence of market powée.g.Stigler 1964;Kuhn
and Vives 1995; Mgllgaard and Overgaard 999; Levenstein and Suslg\2006; Cai, Stiegert and
Koontz 2011), increase the riskf databreachif data protection is noproperlyensured(e.g.Sayogo

() The authors are solely responsible for the content of the paper. The views expressed are purely those of the authorsnadnraay
circumstances be regarded as stating an official position of the European Commission.
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et al, 2014;Martin, Borah and Palmatie2017), or generate harmful market effects if information is
incomplete inaccurateand/or biasede.g. Ménar¢2019).

Market transparencyn the food supply chaiis underintensivepolicyscrutinyin the EURecognising

the potential benefits of market transparency atite asymmetricavailabilityof information across
different stages of theagrifood supply chain AMTF- established by the Commission in 2016 with
the aimof examiring possible ways of improvinthe position of farmers in the food supply chain
recommended thatfthe] Commission should take further steps to increase market transparency so
as to foster effective conditions of competition along the supply cRain particular, f
recommended introducing mandatory price reporting to cover information gaps in thefamti
supply chain, collectinthe data in a timely and standardised manner, and disseminating it in a duly
aggregated form(AMTE 20163 2016b) Based onthe AMTF recommendations,in 2017 the
EuropeanCommissionaunched an inception impact sessment and a public consultation on the
initiative to improve the food supply chain Alongside unfair trading practices and producer
cooperation this alsocoveredmarket transgrency(EuropeanCommission2017g 20170 . In May
2019 the Commission publishealproposalfor regulation toincrease price transparendy the food
supply chainEuropeartCommission2019; 20190).

A key requirement for improwmg market transparencys the provision of information by operators
(i.e. companies or businesses in the primary production, distribution, processing, wholesale or retail
stages)in the agrifood chain that can be made accessible in an appropriate format to all market
participants in the supply chairin other words in addition to being on the receiving enaf
transparency in food supply chains, operators aften also suppliers of information textemal
organsations, such as pblic agenies (e.g. government agency, national statistical offigarjvate
comparies (e.g. market research companygndor other agencies (e.g. associations, NGOSs)
Providing informatiorto a third partyusuallyinvolvesdirect costs to operatorsgiven that they need
to put in placethe reporting systemrequired to deliver the necessary informationhese are mainly
costs fordatagatheringand processing, internal or external auditiii§ required) and disseminatin

of information. Thismay include various types of costs related to settingthp accounting andT
system, mairgiiningthe system or hiring additional stafto carry out the reporting. Theeporting
costs depend on many factgrsuchasvolumeand type of informatiorthat needs to be reported
frequency of reportingsize of the operatoand complexity of its activitiedevel of automationand
whether the operator has establishealreporting system for internamanagementpurposes.The
cost ofexternal reportingshallexclude the cost gpreparing and presenting information that is also
used for management purposelaturally,identification ofthe actual level of costs to operators for
reporting to a third party is an empirical questiorlowe\er, literature analysinghe costs to
operatorsfor reporting is very limited. Usuallthe literature focuse®nly on a conceptual discussion
of the implicatiors of reporting information to a third party and does not provide cost estimates
(e.g. Sayogotel., 2014;Baltussen et aj2019.

The presentreport aims to close thisgapin the literature by presening findingson estimatesby
operators in EU agfbood supply chain®of the costs oproviding information to a third party in order
to contribute to improved market transparency in thagrifood chain. This analysisis relevant
because itcontributesto a better understanding of potential implications of the Commission policy
initiative to increase price transparendy the agrifood supply chainEuropeanCommission201%;
20191. The secondary objective of this report is to analysgeptial benefits and risks of increased
market transparencyas perceived by operators the agrifood supply chain The analyses in this
report are based on an online survey artdustured interviewsconducted among operators ithe
agrifood supply chaimetween23 October2018and5 February 2019



2 Methodology

2.1 EU Survey and structured interviews
The analysem this report are based odata collected through:

1. Online EU Surveyuestionnaire to operators in the agnod supply chain on data reporting
related to market transparen&

2. Structured interviews with representatives of food chain operator associationsnd other
organisations that represent their interests or providhem with services.

The online survey was launched on Q8tober 2018. It was designed using the EU survey tool. The
guestionnaire was available in all Ehguages (fothe English versiarsee Annex ). The survey
targeted operators active in the agwod supply chain (i.e. companies or businesses in the primary
production, distribution, processing, wholesale or retail stagas)well as related organisations that
reprSasSyid 2N aSNBS (KSaS 2LISNIG2NBR o0S®3ad FIFNNVSNAQ
food processing firms, retail associations). The operators were contacted through email and social
media (e.g.Twitter, LinkedIn, Facebook). Contact informatiaras obtained through an intensive
search on the internet and through contact information available from A¥&RI. In totalaround
6500perators or associations representing their interests were contacted. The results presented in
this report cover respores obtained between 23ctober 2018 and 1 February 2019. In total,
113responses were obtained within this periodhich implies an approximate response raté
17%(®). Out of these, 68 responses are from companies or operators along the food chain and
45 are from different typas of associations or organisations.

The online questionnaire was splittansix sectionscollecting informationabout () NB a4 L2 Y RSy (1 Q&
profile; (i) NB & LI2 yeRiSigglreparting practices and systenisi) potential benefits and risks of

increased market transparency along the &goud supply chain (iv) cost estimatesfor data

reporting, (v) final assessment about market transparenagpd (vi) additional information about
respondent.

The structurednterviews were conducted between Z3ctober2018and 5February 2019. The aim
of the structured interviews was to obtain more-@epth information to complement data obtained
through the online survey. The online questionnaire included a questiargmndentLavailability

to participate in astructuredfollow-up interview 80% of the interviewsconductedcame through
this source. The structured interviews consisted of 10 questiorganisednto several sections: an
introductory section, a section dedicated to the interviewee and the business or organisation that
hel/she represents, a section on market transparency and perceived benefits andaniska final
section related to current datagathering and reporting practices and the estimated costs of
reporting to a third party. In total, 21 interviews were conductéd with companies operating in the
food chain and 10 with associations representing the interastor serving these companies
Ninetesen structured interviews were conducted by telephone amd were received in written
form (°).

ONHI yAalidAraz2ya oSoda3d FINNSNEQ ad20AF0GA2yaszx GNI RS
retail associationsparticipating in the online wvey and structured interviewsvere usually not

(2) This is only an approximatesponse rate and likely overestimatdaecausethe numberof respondents receimg the message about
the survey through social media (e-Bwitter, LinkedIn, Faceboolgannot be estimated Furthemore, when associations, bioeconomy
clusters and the agriculral ministries of Member States were contacted, they were requested to forward the survey tdoadri
operators (e.g. to members in the case of associations and bioeconomy clusters)formation is availableabout the number of
operators contacted bgssociatios, bioeconomy clusters or ministries.

() Two respondents preferrethe written form, because providing responses to the questions required gathering information from
different departments.



directly reporting data to a third party, bulvere expected toprovide their costestimates for
reporting to a third partypased on their knowledge of the sector.

The data for both the online survey and tls¢ructured interviewswere based on convenience
samples and are not representative of the underlying population.

2.2 Econometric estimations

Multivariate regressionwas usedto analyse the relationship (correlation) between tloests of
reporting to a third party and variousexplanatory variables that might affect the cost values. The
regressionanalysis allowgoint estimaion of the influence of several explanatory variables on the
cost values. Due to data limitationsconometric estimationsvere caxductedonly for respondené Q
estimated costsfor reporting to a third party to comply with a reporting obligationto increase
market transparencyand not for the actual costs of their curremhternal/external reporting
activities.

In the econometricestimations ordinary least square¢OLS) and rdinal logit regressionswere

employed Both regressionsvere used in ordeto check for the robustness of the resulfheordinal

logit, or the ordered logit model(Liy, 2015) was also usedecause the depadent variable is
ordered from small onegligiblecoststo higherestimatedcosts which cannot besasilyindicatedin

levels



3 Respondent pofiles

This section presents the characteristics of respondents who participated in the online survey and
structuredinterviews. The analysis focuses on ddsng the distribution of respondents terms of
geographic coverage, stage of food chain, sector and size

3.1  Online Survey

Figure 1showsthe distribution of respondentsby country of head office locabn. The nost
representedcountriesare Latvia Slovakiaand Belgium respectivelyaccounting for 136, 12% and

10% of allrespondents. The least represented are Croatia, Czechia, Cyprus, Ireland, Lithuania and
the Netherlands each accounting foronly one respondent. This implies that the sample is not
representative across different Member StatgMS) given that some smal MS (in terms of size of

the agrifood sector) are overepresented, while some bigger ones are undepresented.

Farmers represent the largest respondent groapcounting for 3@6 of all respondentdollowed by
manufacturers (236). The leagtepresented are retailers (3% of all respondents) and intermediary
traders (4.4%). A significant proportionof respondents (406 of all respondentsyepresent
associations and other organisatiofsdqure 2.

Figurel. Respondents by Member State (% of all respondents; Number of all respondents)
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Figure2. Respondents by food chain stage (% ofrabpondents)
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The respondents are relatively well spread across differentfagd sectors.The nost represented
sectors are fruitand vegetables (1%6 of all respondents), various primary agricultural products
(16%), grains (1%6) and various processéaod products (13%6) Figure 3. There is a similar spread
in the distribution of operators by size (i.e. number of employeé&s)addition toassociationsand
other organisations, which account for 40 of all respondest all relevant size groups of operators
participated in the survey. Sedimployed or operata with less than 10 employees (micro operators)
are the largest groupaccounting for 2@ of al respondentsfollowed by large operators with more
than 250 employees (1%), mediurssized operators with 5@50 employees(12%) and small
operators with 1649 employeeq11%) Eigure 4.

Figure3. Respondents by sector (% of all respondents)
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Figure4. Respondents by number of employees (% of all respondents)

m Self-employed or less than 10 employees
m Between 10 and 49 employees
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3.2 Structured interviews

The findings presented in this report cover information obtaindgdrough 21 interviews covering
several product sectors specificallyfruit and vegetables (6Jmeat (3), dairy (4), sugar(2), grains(2)

and variousfood (4)¢ and various type of companies and orgasations at differentstages of the

food chaing specifically farmers (6), manufacturers(9), intermediary traders (3),retailers (2) and

other (1). Some of the interviewees were active at multiple stages of the food chain (e.g. crop
growers andprocessors; processors and distributors; and wholesalers and retailers). In terms of
geographic coveragehe interviewees came from 10 different countriesustria, Belgium, Finland,
Germany, Greece, Latvia, Lithuania, Romania, Spain and Sweden

Of the 2 interviewees, 11 are operators defined as companies or businesses operating along the
food chain. The other 10 are associations or organisations that represent the irgefesiod chain
operators or provideghem with services. Although a significantmber of operators responded to

the online EU Survey (68 the 113 respondents are operators 6099, only 23 (34%) expressed
availability for an interview. Of 45 associations that responded to the online EU Survey, @% (56
offered their availability foa followup interview. The share of interviewees that represent either a
food chain operator or an association at eathgeof the food chain is shown iRigure 5
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Figure5 Share of interviewedperatorsor associations at each stage of the food chain
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Because the size of the operator may have an impadhe cost estimategor third party reporting,
the sizedistribution of operatosinterviewedat each stage of the food chain is providedrigure 6

Figure6 Share ofoperatorsor associationsnterviewed at each stage of the food chajiy
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4 Potential benefits and risks of increased market transparency

4.1 Online Survey

Respondents were asked to express their view on potential benefits andtoiskeir businessor
organisation as a result ofincreased market transparency along the &god supply chain.
Respondents were askexbout potential benefits andisks specificallin relation toincreased price
transparency as well as about additional information (e.g. production volumes, stocks, margins)
contributing to increased market transparency. To compare the overall effect, respondents also
evaluated howbenefitscomparewith reporting costs and risk®r their business or organisatipas

a result ofincreased market transparency along the &gnd supply chain. Market transparency was
defined in thequedionnaireas the dissemination of information, disaggregated by product type but
aggregated across all operators, made available to all operators free of charge, where confidentiality
and data protection are ensured).

The majority (78%6) of respondents expressehat they would benefit at least to a minor extent from
increased price transparency along the ggod supply chainthis includedaround a quarter (266)

of respondentsvho would benefit to a large extent. This result is valid across all food chagest
although a greater share of farmers and farmers' associations expressed that they would benefit to a
large extent from increased price transparen@pmparedwith other stages of the chain (i.e.
manufacturers, traderand distributors, retailers). Ajyreater share of respondents from other stages

of the chain than farmers and farmers' associations also expressed that they would not benefit from
increased price transparency. However, overall the share of respondents that would not benefit from
increasedorice transparency is relatively low (%4 of all respondentsf{gure 7.

The main benefit§) from increased price transparenaegost commonlyreported by respondents
include reduction in uncertainty, levelling the playing field for all operators in thefagd supply
chain, improvement of knowledge on how price changes are passed on between operators, and
increase in opportunities for risk magement. Between 2% and 326 of all respondents listed
these individually athe main benefitsof increased price transparency. Other main benefits selected
by a significant share of respondents include improvement in investment decisions in the long ter
(15%o0f all respondents), increase in consumer awareness of the economic situation of food
operators (13%), improvementin trust between operators in the agfood supply chain (1%6),
improvement in production decisions in the short term (12%), heljpdentify opportunities within

their country (12%6), improvement in cooperation with other operators in the &god supply chain
(12%), and increase in the effectiveness of public policie{L@igure 8. Other benefits from
increased price transparency listed kigure 8were reported individudy as a main benefit by less
than 10% of respondents.

GHwal N S NI yaLl NBhé Oailailty of relévant niakek ilgyNSYR (A2 y (2 Y (TH A0l NI A OA LI yi &adQ
(%) Respondentso the questionnairecould select up tdhree main benefitsrom increased price transparency.
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Figure 7. Potential benefits from increasedprice transparencyalong the agrifood supply chain
(%of all respondents; number of respondents)
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Figure8. Type of potentialbenefits from increasedprice transparencyalong the agrifood supply
chain (% of all respondents; number of respondents)
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Comparedwith benefits, fewer respondents expressed that they would face risks from increased
price transparency along the adgdod supply chain. Around 8% of all respondents expressed that
they would face riskstdeast to a minor extent from increased price transparency along thefagd

supply chain, whereas only 20 of respondents would face risks to a large extdfigyre 9.
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Manufacturers, tradersand distributors, and retailers appear to be more concernéthn farmers
about risks from increased price transparency: a greater share of théed- vy 2 F  F I NI S N&
associationsexpressed that they wouldace risks to some extenend to a large extentfrom
increased price transparenciround 23% of all responents reported that they would not face risks

from increased price transparendhese werenostlyamongfarmers' associations and farmers.

The nmain riskg®) from increased price transparenayiost commonlyreported by respondents
include lack of confidentialitf45% of all respondents)higher competitive pressurét0%), and

decreasdn selling priceg34 %). Increasein input priceswassuggested to be the main risk by 48

and other riskdy 5 % of respondentsHigure 10.

Figure9. Potentialrisks from increasedprice transparencyalong the agrifood supply chain (% of

all respondents; number of respondents)
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Figure 10. Type of potentialrisks from increasedprice transparencyalong the agrifood supply
chain (% of all repondents; number of respondents)
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In addition toprice transparency, respondents provided their view on benefits and fisks other
information contributing to increased market transparency along the-fogd supply chain. In terms
of benefits,over 4 % of respondentperceived thatan increase in the transparency of indicators for
production volumes, consumption, trade volume and transport cestslld generate benefits to
their business or orgasation. At the other end of the scaJegross and net margins and sustainability
indicatorswere reported by the least number of respondents (less tha®@as expectedo benefit
from increased market transparendyigure 1).

Amonginformation other than price, gpss and net margingere the factoramost often reportedby
more than 4% of all respondentsas generaing risk from increased market transparency. This is
followed by trade vale (36% of all respondents), trade volume (B) and production volumes
(32%). The least reported risk factors include consumption %1%f all respondents) and
sustainabilityindicators (13%0)(Figurel?2).
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Figure 11. Potential additional

information generating benefits from

increased market

transparencyalong the agrifood supply chain (% of all respondents)
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Figure12. Potential additional information generatingrisks from increased marketransparency

along the agrifood supply chain (% of all respondents)
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Figure 13 attempts to provide the respondents' evaluation of the net effect of increased market
transparency along the agibod supply chain. Respondents were asked to compare bengitts
reporting costs and riskto their business or organisatiofrom increased market transparency
According to the results, a greater share of respondents perceive benefits tgrdsger than
reporting costs and riskgrom increased market transparencycompared with the share of
respmdents that perceive the opposite (i.e. net lodg)other words around 43% of all respondents

considerbenefits probably or very probably greater

than costs and risks, whereds @msider

costs and risks probably or very probably greater than beme#round 226 of respondents
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reported insignificant net effectrom increased market transparengye. benefits are probably not
greater or smaller than costs and risks).

There is a significantiffierence in relative distribution of the reported net efft of increased market
transparency between respoedts from different stages of the agidod supply chain. The share of
farmers and farmers' associatisthat report net benefits is greater that the share that report net
loss from increased market traparency. The reverse igue for manufacturers, tradersand
distributors, and retailers: more respondents from ke groups report net loss than net benefits
(Figurel3).

Figure 13. Comparison of benefits versus reporting costs and rigkem increased market
transparency along the agffiood supply chain (% of all respondents; numbefrrespondents)
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4.2 Structured interviews

To gairbetter insights from operators and associations on potential benefits and risks from increased
market transparency one question in the semistructured interview was dedicated to this.
Interviewees were first asked about their awareness of the Agricultural Markets Task Force (AMTF)
on market transparency and the perceived relevance of increased market transpaiéegywere

then askedto comment on perceived benefits and risks for their compam organsation from
increased market transparency. It is noteworthy that interviewees were alvpmgsented with
guestions on increased market transparency compared withcurrent situation, not with general
guestions on market transparency.

4.2.1 Awareness and relevance

The interviews revealed that & the associationsnterviewed were awar®f the AMTFRand some of
them hadalsobeen actively involved iit, whereas of the 11 operators, only 6 knew aboutTihe
remainingassociatiorinterviewed reported not to be aware of the AMTF.

Of the 21 interviewees, 7 (3&) argued that sufficient information related &gyrifood supply chains
is already publicly aviable; it is just a matter of using and making available the information that is
already there and there is no need to collect additional information. However, this view seems to be
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related to the amount of information already publicly available in theictsr and segment of the
food chain.

Indeed from a full chain perspective, 16 tife interviewees(76 %)suggested potential benefifsom
increased market transparencilowever, theystressed that to be usefunarket transparency needs
to be ensured across all stages of the supply chain (particularly prices and vglimesgjer to
reduce information asymmetry and avoid competitive disadvantégefood supply stageshat
report information comparedvith those that do not. This waseported especiallyby interviewees
from the farming and manufacturing stages.

However, one interviewee (%) argued that the impact of transparency per se should not be
overestimated; sometimes data is available but it is not useda similar line of argument,
four interviewees (1%%) also stressed that training and educateme important for the success of
increased market transparencin order for operators (e.g. farmersp be able to understand and
benefit from it. Inaddition, if information is not used by farmers while other stages of the chain take
advantage of it, it may become a doul#dged sword.

It was suggested byome intervieweeghat the European Commission shoudthy an active rolén
promoting knowledge tander and trainingin how to usethe information available It was also
suggested thatpublic authorities(at MS or EU leveBhould play a role in gathering bas{caw)
information, butthat processing, interprettion and market analysis should be left to the private
sector. Some interviewees consider that the informaticmrently provided tothe EU is oriented
more towards the needs of policymaking and is less useful for operational business needs.

Finally,some intrviewees indicated that increased reporting requirements should be mandatory and
established by lanin order to avoid opportunistic behaviouréne intervieweecommentedthat, in
order to achieve operabilitynear realtime data reportingwould be preferable and it should be
established by the Commission and not by MS.

4.2.2 Benefits and risks

Figure 14shows thesummary statisticgor interviewees' respnses on their perception of benefits
and risks from increased market transparenioy stage in the food chaiOverall, there is an equal
number ofintervieweesreporting benefits andeporting risksfrom increased market transparency,
i.e. 16interviewees(76 % of allintervieweegd. Similar to the online surveymanufacturersappear to
be more concerned about risks from increased price transparency compatedarmers: a greater
numberof them expressed that they would facisks fromincreagd markettransparency compared
with farmersand farmers' associationgor the other stages of the food chaihere isan equal split
in the number of reportetbenefits and risk§rom increased market transparency. Howeveresie
figures need to be evaluated with cagiven thesmallsample sizef structured interviews.

Of the 16 interviewees(76 %) who perceived potential benefit§or their compary or organisation
from increased market transparency? (57%) also reported potential risks, whiléhe remaining
4 interviewees(14%)did not identify anyrisksfrom increased market transparency

The benefitdfrom increased market transpareneyost commonlymentionedby intervieweeswere

potential for generatng dialogue among agents in the chainprovision of market knowledge,
benchmarlng opportunities, redution of information asymmetriesppportunity for enhanéng trust

amongagents bringng unfair practices tdight, allowing better decisioamaking,and provision of

input and feedback for policymaking.

The riskdfrom increased market transpareneyost commonlyidentified by intervieweeswere lack
of methodology and established product definitions @éaable compaison of informationacross
sectors and along the food chain, competition pressur@screasingselling prices,increasing
confidentiality anddata securityrisks increasing risk ofevealing business secretsnd challenge of
ensuringdataquality. Several interviewedsighighteda potential riskhat increased reporting could
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induce strategic/opportunistic behavioury some operators in deliberately reporting inaccurate
data in order to affect market

The interviews revealed a list of potential effects of increased market transparency. However, the
perceptionof a certain effectis a benefit or a risk differs across sectors and stagthe food chain.

For instance, othe 13 interviewees(62%) who mentioned that increased market transparency
providesan opportunity for benchmarking, 10 (4%) considered it an opportunity for operators to
better evaluate companituation, marketdevelopmentsand productperformance allowingthem

to obtain a fairer price and improve productivityHowever, 3 of them also perceiverisks and2 did

not identify anyrisk. Somenterviewees suggested thaincreased market transparencpuldlead to
increasedpressure ond T I NJY S NJRaQib givésIMbré wer to thecounterparty (client) and
increases competition pressures frorimporting countries.

Around 7 interviewees(33%) stressed that transparency along the food chaould contribute to

reducing information asymmetry given that there iscurrently an observed imbalance inthe

availability of information across different stages of the food chain. While the @gystream)stages
of the chain tend tdbe more transparent gspeciallyprimary agriculturaland some manufactimg

sector9, there islower transparencytowards the downstreamstages A few manufacturers
interviewed, however, feared that higher transparenegay provide more power to their
counterparty in business transactionghus counteracting the potential benefitsom increased
market transparency

Several interviewees highlight the relevance of enhanced market transpartcyringing unfair
trade practices tdight. Interestingly only a few intervieweesmentionedthe administrative burden
as a risk ofreaterreporting/notification requirementselated to increased market transparency

In relation to the usefulness of increased market transparency, data quality is often mentioned as a
challenge This isin terms of accuracy (information must be correcaising the issu@f quality
enforcement) timeliness particularly relevantfor perishable products)representativeness (e.g. if
only wholesale prices are made publicly available, thay represent only a small portion of the
market), relevance (e.g.all relevant product varietiesneed to be cmsidered and increased
transparency musbe designedto meet the needs of operators, natnly policy objectives]’) and
comparability (e.g. comparison of margins across different stages of the food chain is dhglleng
since cost/margin structure is vedjfferent across different stages and sectoijith regard to the
comparability of reported information, several interviewees stressed that thesenised to develop

a proper methodology for data collection and aggregatiand to establish adequate product
definitions. Finally,the accessibilityof informationwasidentified by some intervieweeas a relevant
issuein needof attention, arguing that the system must be simple and easy to use and interpret.

Last but not least confidentiality (especidly in concentrated marke)sand IT securitywere
consideredby severalntervieweesassignificantpotential risks from increased market transparency.
These risks are perceivég manyto lead to the disclosure of businesscrets.

() For instance, some farmgand farme@ &ssociations see the main riak being irproduct definition. Productsome indifferent sizes
(e.g. small ersus large), shapes and varietiéices usually depahon these characteristicandit may not be possible to makeusiness
decisionsbasedon prices for standard products.
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Figure 14. Statistics on mterviewees' perceived benefits and risks from increased market

transparency along the agifiood supply chain (number of responses)
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5 Costs of reporting to a third party

5.1 Online Survey

! T AeMthiabreporting costs mainly include personnel and IT costs fatata gathering and
processing, internal or external auditiriig required) and disseminatin of information. Thesecosts
must however exclude the cost ofpreparing and presenting informain that is also used for
management purposesThe primary objective of the survey was to collect information on the
respondent§rosis forreporting to a third partyfor:

(i) existing reporting practices
(i) estimated costs for reporting all relevaimformation.

Many operators already report various typeof information to a third party such as a public
authority (e.g. government agency, hational statistical office), a private company (e.g. market
research company) or other agencies (e.g. associgtiofiGOs). As depicted Figure 15 the
information most commonly reportedat product levelto a third party under existing reporting
practices include production, output prices and trade volumesach of theserepresenting more
than 40% of respondents who report to a third party. Oth&formation relatively commonly
reported at product levelto a third party include trade values, input prices and stocks, varying
between 29% and 3246 of respondents who report to a third party. Other informatismeported at
product levelto a third party by less than 1% of respondents. Respondents usually report
information at product levelto a third party ona monthly bass (n average10% of respondents
who report to a third partyover the 10 types of information listed inFigure 1%, followed by annual

(6 %) and weekly (36) reporting. Other reporting frequencies are pragti to a lesser extent (by less
than 3% of respondents who report to a third partyigure 15.

The actual reporting experience of operators might imply that they can provide more accurate cost
estimatesfor reporting to a third party. However, as shownHRigure 15there is significant variation
between respondentsn the frequency and type of information reported to a third parég well as
many operatorsvho do not report to a third party. For this reason, the survey included questions
attempting to capture respondents’ estimated cedbr reporting to a third party all information
related to input/output prices, volumes (production, stocks, trade), transport costs and margins. This
reporting requirement is more demandirijan existing reporting practices.

It is important to note that only those operatorsho report information by product type to a third
party were asked in the questionnaire to provide cofdr existing reporting practices. This choice
was made in order to avoid underestimation of cosféven that reporting by product type is
expected to be more costthan reporting information at overall operator level.

The questiondn the survey were fonulatedto allow capture ofthe additional costs of reporting to a
third party. Operators usually have an established reporting system for various economic and
financial indicatorsfor internal management purposes. The survey attempted to capture omigeth
costs that are incurred in addition to costs spenttba reporting system for operatorghternal use.

Respondents were asked to provide two types of céstseporting to a third party: annual running
costs and total setip costs. The running costsclude2 LJS NI (i 2 Nsip@nditurgof driirttaining
the systemfor reportingto a third party(e.g. personneand ITcosts) The setup costs are ondime
expenditure incurred to salp the systenfor reporting to a third party.
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Figure 15. Type of information reportedby operators at product levelto a third party, and
frequency of reporting (% of respondents who report to a third party; number of respondents)
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5.1.1 Costs of existing reporting practices

Out of the total of 113 respondents, around 8% (93 respondents) have an established reporting
system for input/output prices, volumes (production, stocks, trade), transport costs and/or margins
for their own operations and transactions for internal and/or externade and around 5646
(63respondents) report to a third party (public authority, private company or other type). However,
not all respondents who report to a third pgrprovided cost estimates. Only 2% of all respondents

(30 respondents) report to a tid party and provided estimates fannualrunning costs, while 2%

(23 respondents) report to a third party and provided estimates forugetosts.

Figure 16(Figure 17 shows the operators' running (sap) costsfor reporting to a third party as a
share of total annual running (total sep) coss for the operato@ reporting systent). Operators

do not usuallydifferentiate between expenditure on reporting for internal use and expenditme
reporting to a third party. For this reaspoperators were asked to provide an estimate of the costs
of reporting to a third party as a share of total annual running (or totaluggt coss for the
operator® reporting system. The shares of respondents reporteérigqure 16and Figure 17are
calculated as percentaged all respondents that report to a third party and provided cost estimates
(i.e. the share out of 30 and 23 respondentd-igure 16andFigure 17 respectively). These costs are
for existing practicefor reportingto a third party.

According to the survey results, around %f respondentq22 respndents) who report to a third
party and provided cost estimates hawmnnual running costsfor reporting to a third party
representing lesghan 20% of total annual running costsr the operato reporting system, around
23% (7 respondents) have codistween 20% and75% and the remaining 36 (lrespondent) ha
costs greater than 7% Eigure 16.

There is aimilar distribution pattern for setip costs, although the proportion of respondents with
lower costs is greater. That is, around ®0f respondenty20 respondents) who report to a third
party and provided cost estimates have -sgt costsfor reporting to a third partyrepresenting less

() The total annual running and total sap costsfor reporting represent the expenses which operators incur to gather, process and
transmit the information botHor internal use and/or for external reporting.
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than 20% of overall setip costsfor the operato@ reporting system, around 23 (3 respondents)
have costs between 28 and75 % and no respondent had costs greater than%5-igure 17.

Figurel6. Annual running costg$or reporting to a third party, for existing reporting practices (% of
all respondents who report to a third party and provided cosstimates; Number of respondents)
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Figure 17. Setup costsfor reporting to a third party, for existing reporting practices (% of all
respondents who report to a third party and provided cost estimates; Number of respondents)
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Figure 18(Figure 19 shows annual runningatal setup) costsfor reporting to a third party as a
share of total annual running (sefp) costsfor the operato@ reporting systemby size of total

annual running (setip) costs. The aim of these figures is to provide a more @ekaicture of the

cost distribution by size.
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A significant share of respondents who report to a third party did not provide cost estimates for the
overall costs othe operator@ reporting systenand/or also additional costior reportingto a third
party, either because they doot know their value (e.g. difficult to estimate) or because they did not
want to provide them. For annual running costs, around29f respondents who report to a third
party do not know or did not want to provide the total coststbé existing reporting system (used
for internal and external reportingyyhile around 24% of respondents who report to a third party do
not know or did not want to provide the cost tiie existing systenfor reporting to a third party
(Figurel8a). For total seup coststhese figures ardigher. around 43% of respondents who report
to a third party do not know or did not want to providbe total setup costsfor the existing
reporting systemwhile around 32% of respondents who report to a third party do not know or did
not want to provide the cosof reportingto a third party Figure 19).

As mentioned above, operators who do not report information by product type to a third party were
not asked to provide cost estimates. They represen¥®df respondents who report to a third g,
for both annual running costs and total s@b costs Figurel8a, Figure 19).

Most respondents who report to a third party and provided cost estimde®l to have annual
running costdor reporting of lessthan EUR 5000, and costs for reporting to a third party represent
less than 2@% ofthis. For example, 3% (23% + 10%) of respondents who report to a third party
and provided cost estimates hawamnual running costfor the reporting system between EUR 500
and EUR 1000, less than 2@6 of whichare costsfor reporting to a third partyfor most of these
respondents Figure 18).

Regardingsetup costs, the vast majority of respondents who report to a third party and provided
cost estimates have selp costsfor reporting to a third partyof lessthan 20% of totalset-up costs

for the operator@ reporting system. Only a small share of respondents haveipseatostsfor
reporting to a third party of between 20% and 7%6 of total setup costs, while none of the
respondents have costs greater than %b For example, &6 (22% + 4%) of respondents who
report to a third party and provided cost estimates have totahgetcostsfor their reporting system
between EUR @00 and EUR 1@0C; for most of them the costs of reporting to a third party
represent less than 2% ofthis (Figure 19).
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Figure18. The share ofinnual running costdor reporting to a third party, for existing reporting
practices ¢ut of total annual running cost$or operator@ reporting system)

a) % of respondents who report to a third party

" 35% - Unknown - 22 g
= More than 75% 18 20 S
S 30% - 5
= 0 Between 20 and 75% * - 18 3
o 0
2 250 - Less than 20% 15 - 16 2
§ @ Number of respondents ¢ - 14 °
o [}
o 20%- 11 128
o) 9 24% 10 3
15% - Z

5% B " 8

10%{ S 5% 5 " e

. 2 .,

5% - 11% 2%
8% 8% 2% -2
0% T T T T T 0
Less than EUREUR 500 to EUR 10,000 to More than  Unknown or No reporting
500 10,000 50,000 EUR 50,000 not provided to a third
party by
product type

Total annual running costs of operator's reporting system

b) % of respondents who report to a third party and provided cost estimates

I 40% 1 More than 75% 122
£ 10 <
) Between 20 and 75% c
S * - 10 8
§ 30% - 1000 8 Less than 20% g
= ? < & Number of respondents -8 ©
°\2 10% 5
20% - 5 0 6 §
2
* 4
A 4 -4
10% 23% 3% i
b -
17% 17% 3% 5
10%
7%
O% T T T T 0
Less than EUR EUR500to EUR 10,000 to More than EUR Unknown or not
500 10,000 50,000 50,000 provided

Total annual running costs of operator's reporting system

25



Figure19. The share obet-up costsfor reporting to a third party, for existing reporting practices
(out of total set-up costsfor operator@ reporting system)
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Figure 20(Figure 2} shows annual running (total sap) costsfor reporting to a third party as a
share of total annual running (sep) costsfor the operatol@ reporting systemby operator size
(number of employees).

Most respondents who report to dird party have annual running codts reporting to a third party
of lessthan 20% of total annual running cost®r the operator®@ reporting systemacross all
operator sizes. The exceptigoperators with10-49 employeesfor whom annual running costfor
reporting to a third partyare equally splibetween less than 2@ of total annual running costs and
20-75% of total annual running costBigure 20.

The picture isimilar for total setup costdfor reporting to a third party. That i$or most respondents
who report to a third partyset-up costsfor reporting to a third partyare lesgshan 20% of total set

up costsfor the operator@ reporting systemacross all operator sizes. This share of respondents is
greater than in the case of running costs. Cloliyoperators with 56250 employeesare set-up costs

for reporting to a third partyequally splitbetween less than 2@ of totalsetup costs and 2&/5 % of
total setup costs Figure 2}.

Figure20. Annual running costdgor reporting to a third part, as a share of total annual running
costs, for existing reporting practices, by operator size (% of all respondents who report to a third
party and provided cost estimates; Number of respondents)
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Figure2l. Setup costsfor reporting to a third party, as a share of total setip costs, for existing
reporting practices, by operator size (% of all respondents who report to a third party and provided
cost estimates; Number of respondents)
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5.1.2 Respondent estimated costs for reporti all relevant information

This section shows the estimateginual runningcosts Figure 22 and total setup costs(Figure 2%

for reporting to a third party all information related to input/output prices, volumes (production,
stocks, trade), transport costs and marg in order tocomply withan additional reporting obligation

to increase market transparencyBecause price dat&s one of the types of informationmost
commonly reported to a third party, respondents were also asked to provide the share of estimated
costs forreporting input/output price to a third party out of total reporting costsHigure24 and
Figure27). All respondents were asked to provide these estimatedts. Out ofthe total of 113
respondents, 526 (58 respondents) provided estimates for annual running costs and aroutd 46
(52respondents) provided estimates for total seip costs.

Overall, a greater share of respondents (more than half of those that provided cost estimates) tend
to haveestimatedadditionalannual running and total setp costsfor reporting to a third party in
lower cost brackets.

Regarding running costs, around @bof respondents who provided cost estimates suggested that
estimatedannual running costior reporting to a third party would béessthan EUR 1000, for 16%

the costs would be between EUR Q@0 andEUR 2900, and for the rest of respondents (29) the
costs would banorethan EUR 2800 fFigure 2b).

Consideringonly respondents who report to #hird party (nder existing reporting practices) and
who provided cost estimatesF{gure 22), for 60% of them estimated annual running codty
reporting to a third party ardessthan EUR 1000, for 25% the costs would be between EURODD
and EUR 2800, and for the rest of respondents from this group @® the costs would benore
than EUR 28500.

As expected, respondent estimatehnualrunning costsfor reporting to a third party tend to be
positively correlated with operator size (number of employees). The majority of smaller operators
(e.g. 86% of seHemployed or operators with less than 10 employees) tend to have estimated
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running ostsof lessthan EUR 1000, while larger operators (e.g. 8 of operators with more than
250 employees) tend to have estimated costsnorethan EUR 1000 Figure 23.

According toFigure 24 the share of respondent estimated running cod$ts reporting only
input/output prices to a third party isessthan 20% of total annual running coster reporting to a
third party, for most operatorg80%)who provided cost estimates.

Figure22. Respondent estimatednnual running costsreporting and not reporting to a third party
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b) % of respondents who provided cost estimates
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Figure23. Respondent estimatedunning costgfor reporting to a third party, by companysize (% of
respondents who provided cost estimates)
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Figure24. The share of respondent estimatedinning costsfor reporting input/output price to a
third party, out of total annual running costgor reporting to a third party (% of respondents who
provided cost estimates)
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Regardingsetup costs, around 5% of respondents who provided cost estimates suggested that
estimated total setup costsfor reporting to a third party would béessthan EUR 1000, for 19%

the costs would be between EUR QM0 and EUR 2000, and for the rest of respondents (29) the
costs would banorethan EUR 2000 Figure 25).
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Meanwhile, consideringonly respondents who report to a third party angho provided cost
estimates Figure 28), for 59% of them estimated saip costsfor reporting to a third party ardess
than EUR 1000, for 24% the costs would be between EURODD and EUR 2800, and for the rest
of respondents from this group (28) the costs would bemore than EUR 2800.

Similarto the running costs, respondent estimated sgi costsfor reporting to a third party tend to

be positively correlated with operator size (number of employees). The majority of smaller operators
(e.g. 91% of seHemployed or operators with less than 10 employees) tend to have estimated
running costof lessthan EUR 1000, while larger operators (e.g. %4 of operators with more than

250 employees) tend to have estimated costsnorethan EUR 1000 (Figure 26.

According to Figure 27 the share of respondent estimated sap costsfor reporting only
input/output prices to a third party igessthan 20% of total annual running coster reporting to a
third party, for mostoperators(71%)who provided cost estimates.

Figure25. Respondent estimatedet-up costsfor reporting to a third party
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b) % of respondents who provided cost estimates
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Figure26. Respondent estimatedet-up costsfor reporting to a third party, by companysize (% of
respondents who provided cost estimates)
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Figure27. The share of respondent estimateset-up costsfor reporting input/output price to a
third party, out of total setup costsfor reporting to a third party (% of respondents who provided
cost estimates)
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Table 1provideseconometricallyestimated resultsby consideringmultiple explanatory variables
influencingestimated costdor reporting to a third partyln other words it analyse the correlation
betweenestimatedcost ofreporting to a third party andeveral variables, notably size of operator,
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segment in the value chain, existence of an internal reporting sy,stech level of automatiorn the
reporting system The advantage othis approach is that it provides informaticon whether the
relationships are statistically significant.

The dependent variablein the regression is therdinal variable thatprovides the respondent
estimated (additiona) costs {n EUR)for reporting relevantinformation to a third party - i.e.

input/output prices, volumes (production, stocks, trade), transporttsaand marginsby product
type. The dependent variableis considered forboth (i) estimated annual running costsand

(i) estimated setup costsfor reporting to a third party(®). Table 2in Annex2 lists the explanatory
variables used in the regressiofly.

The econometric results ifable lconfirm the above analyses thag¢spondent estimatechnnual
running costsfor reporting to a third partyare positively correlated with operator size (hnumber of
employees)!). The estimated coefficients are statistically significant daedd to increase with
operatorsize (ith operatorsizebracketsmeasured in terraof number ofemployee$ (Table ).

The stagein the chain where the operator is active is not an important determinanestfmated
running costs for reporting to a third party All coefficients associated with stage the chain
variables are statistically insignificant. Thely exceptions areorganiations otherthan businesses
(e.g.R&Dinstitutes, Chamber ofCommercg who tend to have higheestimatedrunning costs than
operators at other stagesin the chain(e.g. farmersmanufacturers, tradersand distributors and
retailers. The same holdgue for product sectorvariables Variables capturing sector in which the
operator isactive arenot statisticallysignificantlydifferent from zero(Table ).

As expected, operators thdiave a reporting systemin place forinternal business purposes have
lower estimated running costs than those that do not have such a system. Also, operators that have
an automated reporting systemin placehave lower estimated running cost¥he experience of
external reportingto a third party underexisting reporting practice seems not to affect the level of
estimated annual running costs. Alsmperator) O2 y OS M¥ disclas@elzif confidential
information is not associated with highestimatedannual running costs. Interestinglyssociatiors

and other orgarsations tend to report lowerestimatedannual running costs than operators. This
could be due to ssociatios and other orgarsations having less experience mdporting (Table ).

The results iMable 1show thatthe variablesconsideredn the regressionbaveless correlabn with

estimated setup costs thanwith estimated annual running costs. The determinantgith a
statistically significaneffect on estimated setup costs are size of operatoautomated reporting
system and whether operator is concerned with theistlosure of onfidential information.The rest
of the variables considered in the regression a statistically significaty differentfrom zerofor

estimated setup costs

() The dependent variables for estimated annual running-(sBtcosts are categaed respectively in 8 (9) ordered levels, moving from
Wdzy & dzNB 6 .dzi y S3t REBUR L08On D 26Wivaz NI 0iik@ayMIso 'Gvwk H p n

(*) Note that the estimated coefficients for the ordinal logit regression cannot be directly interpreted; they only indicadeebtion of
change (sign).

(") Similar results are obtained when the size of operators is measured in terms of sales.
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Tablel. Results of the regression analysis explaining respondestimated annual running and
set-up costsfor reporting to a third party

Estimated anual running costs Estimated btal setup costs
oLS Ordinal logit oLs olzfgﬂa'

NMS -0.834 -1.284* -0.164 -0.0683
Association and other orgasaition -3.658*** -6.064*** -1.436 -1.413
Stagein the agri-food chain

1. Farmer or farmer orgasition (reference)

2. Manufacturers 0.927 1.483 0.92 1.022

3. Intermediary traders 1.342 1.971 1.556 1.474

4. Retallers -0.296 -0.045 -1.346 -1.838

5. Other 2.020* 3.285* 2.105 2.148
Operator sizerumber of employees)

1. Selfemployed or Less than 10 employees (micro

enterprise)(reference)

2.Between 10 and 49 employees (small enterprise) 2.604*** 3.759*** 1.688 2.335*

3. Between 50 and 258mployees (mediunrsized enterprise) 1.559 2.081* 1.172 1.639

4. More than 250 employees (large enterprise) 3.219%** 4.689*** 3.139** 4.160***

glrgt])aiisuatio:], thi?]Mc:azr?k,Aet{.)S B 0sea® bhhE 4.294 6.810 19 1921
Sector

1. Grains (reference)

2. Fruits and vegetables (including potatoes) 0.852 1.592 0.684 0.75

3. Meat and dairy -0.835 -1.111 -0.692 -0.836

4. Various processed food products 0.0478 0.349 0.455 1.083

5. Other -0.118 0.247 -0.0758 -0.164
External reportingexperience 0.185 0.546 -0.163 -0.304
Internal reporting -1.779% -2.747* -0.522 -0.392
Automated reporting system -1.441* -2.275*** -1.117 -1.493*
Disclosure of confidential information 0.82 1.006 1.007 1.237*
Constant 4.584*** 3.480***
No. observations 58 58 52 52
Rsquared 0.637 0.573

Notes: *** statisticaly significant at 194 ** statistically significant at 34 * statisticaly significant at 104

5.2  Structured interviews

This section summases the main findings from the structured interviews concernintgrviewee$
cost estimats, as well as suggested cost drivers and constsaiim complying with increased
requirementsfor reporting/notification to a third party related to increased market transparency.

5.2.1 Cost estimates

Qut of 21 interviewees, 18 (8®) were able to provide estimate$ annual running costior fulfilling
an obligation to report information to a third partyand 16 (76%) couldalso provide estimatesf
setup costs

Among these 6 interviewees (296)consideredhat the additional(running and setip) costs to fulfil
an obligation to report data on output prices to a third party are mostly negligible, since in most
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caseglata arealready available in the operators' systems and sev@#)operatorsinterviewed are
already reportingthis type of information to a third party, either to public authorities (e.g.
government, national statistical offices, market observatories) or to private companies (e.g. market
research companies).

Estimated additional runningcostsfor reporting data to a third party vary from negligiblginder

EURL 000 a year)(7 interviewee3 to EUR D00-10000 or EUR 1@00-25000 (6for both categories
combined. Some(4) intervieweesprovided the cost estimatesn terms of employeesand report

from less thama half FullTime Equivalent(FTE) taa half FTEconditional onthe data already being
collectedby the operators for internal needsOne operator mentionethigh costsfor hiring the new

employeegequired and 3 interviewees could not provide an estimaf the cost(Figure28).

Figure28 Interviewee estimated additional running cost®r third party reporting (*%)
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Interviewee estimated additional annual running costs

In terms of setup costsfor reporting to a third party the intervieweeanswersprovided (B) vary
from negligibleor up to EUR 1@00 (8) to EUR 1000-20000 or EUR 5®00-100000 ©). One
operator mentioned high IT investment costs due to their data collection and repdoging at a
verybasiclevel. Sixinterviewees could not provide an estineatf the setup costs Figure29).

(12) For the purposeof graphical representatiar=TE were converted into annual labour cosbased orhourly labour costén the country

where the operator represeerd by the interviewee operates. The hourly labour costs were extracted from Eur@isaébur cost levels by

NACE Rev. 2 activitysing thecost by MSor WProfessional, scientific and technical activif¥s the most recentyear available (2017).

Oveall, it is difficult to interpret thesefiguresfor two reasonsHrstly, there arelarge differences in hourly labour costs between M&ts

in some MS are twicas high asn others. Secorlgz Wy S3f A3A 06t SQ Oy imtériiewdss whib & (ikély td- depedl NAIRLIG A 2 v
size of operator.
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Figure29 Interviewee estimated additional setip costs for third party reporting
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Interviewee estimated additional setip costs

The intervieweesevealedthat reporting data on volumes (e.g. production, trade, stocksyld be
similar to prices,in that if these data are available in the internal compamgporting system,
additional reporting to a third party would nahvolvea majorinvestment or considerably increased
running costs.

However, if the data are not available in the internal and autadateporting systemswith the

disaggregatiorrequired (for exampletransport costs or margins at product levethis could imply
higher setup costs tgput the systemin place(e.g.methodological developmentT) while additional
running costs could be negligible tifie system is automatedHoweer, if the system is not
automated this could lead to higher running costiiven by increased costsr personnelneeded to
fulfil the reporting obligatios.

Figure30. Respondent estimatedunning costsfor reporting to a third party, by stage infood chain
(number of interviewees)
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Figure31. Respondent estimatedget-up costsfor reporting to a third party, by stage infood chain
(number of interviewees)
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5.2.2 Cost divers and constraits

The maincostdriversfor reporting to a third party are personnel and IT costs, which are also related
to the complexity of the business in terms of number of products/product typexiuced and
number of processes through which productsass Some intervieweesommented that their
accounting systems do not bredkwn costs by product buby broader product categoriegand that

only direct costs areautomatcally generated within the internal reporting systedowever, the
majority of interviewees stressed thatutomation of data collection and aggregatiotould
significantly reduce reporting cosfisr operators.

The majority of intervieweeemphasisedhat the costs of market transparenapo not just include
the direct costs of reporting to a third partyhere could be significant indirect costsotably the
following.

9 It could result invulnerabilityfor operators in the segments of the chain with established
market transpareny, if other segments of the chain are not are less transparent
(particularly in the downstream sector). The indirect costs relate to the risks caused by
asymmetry in availabilityse of information, which may lead among othéhings to
disadvantages iprice negotiation and unfair domestic and interti@nal competition.

1 In markets witha limited number of actorsbreachesof data confidentialitynay emerge

9 Although price transparenayayprovide important benchmark opportunities, it can also
increase competition pressurekgadingamong otherthings to price decreaseqe.g.for
farmers).

An important constrait mentioned by some interviewees is product definition and methodology.
Productscome indifferent sizes, qualities, composition and varietigdich should be considered in
the data collectionmethodology in order to provide information that makesense (e.g. to allow
comparison across food chain segments amdrtime).

Some interviewees stressed that itaften difficult or challenging to establish a link between the
price (or marginsjor the raw agricultural commodity and the price (or margife)final processed
products in downstream segments, since products often undergo a complex transformation and
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distribution process. A suggested solution is to report (produce) indareal processed products
with high 6ignificanj content of the agricultural commodity.

In addition,a number of interviewees mentioned the need to establish a quality control process to
guarantee that repomtd information is correct If information is correctall operators can benefit
otherwise some operators might losmut as a result ofnarket transparencyln particular, several
interviewees stressed Ht opportunistic/strategic behaviouby operators in reporting toa third
party needs to be avoided. In thigspect the experience of someperatorsinterviewed shows that
quality control proceduredor reporting to a third party can be time consuming and thus costly
(particularly in terms bpersonnel costs).

For some rterviewees reporting of input prices is sensitive and considered to be against
competition rules.

In addition although a majority of respondents agree that reporting of selling pricesthird party

is technically feasible and not costlince data ee very oftenalreadyreported to governmental
market statistics and/or private market research companies, some interviewees indicated that
individual selling prices are also sensitsi@ce there can barisk of collusion in certain sectors.

Indeed transparency beyond prices and volumes seems to be technically/methodologicatky
difficult to obtainor calculate andthus more costlyto report. This is particularly relevant for margins
(at product level) and transport costsull transparency on margins was considered by several
interviewees to besharingsensitive (private) information from a competition point of vieand is
often perceived as divulging trade secrelhis line of argument suggesthat it is not only a prolam

of feasibility but of the desirability of sharinguchdata.

In particular, in segments where reporting to a third party is relatively extensive (stages of the
food supplychainwhere markets are relatively transparentsually for prices andolumes), some
interviewees stressed that additional reporting requiremeshould not go beyond what it is already
reported, because what is already available is sufficient to ensure market transpamnbgcause
costs are too high for reporting additiahinformation (e.g. margins, transport costs). Furthere,
some intervieweeshighlighted unbalanced reporting across different stages of the supply ¢hain
which puts those segments with higher transparency in a disadvantageous competitive posien vis
vis segments with lower transparency.

In summary, up to a certain liminarket transparency is considered beneficial for benchmarking and
understanding of the market if all segments of the chain are covered. In general, the costs of
reporting informaton to a third party are not perceived as the most important costs, since
information is usually available in treperator® internal information system, but the indirect costs
related to market risks (e.g. unbalanced or asymmetric information, competipi@ssures or
disclosure of confidential information and trade se@e#re often perceived as very significant by
interviewees. Furthermore, for data to be useftiiere are concernabout guaranteeing quality and
generating trust and ensuring knowledgdrandfer and trainingin how to usethe information
available

Automation of reporting is perceiveasnecessary by some interviewegmrticulatly when reporting
frequency is high orincreases This isbecause reporting costs are positively correlated hwit
frequency of reportingand could be high if done manually due to the need to hire additional labour
(i.e. high additional labour costskinally, some intervieweeargued for mandatory reporting
regulated at EU level (e.g. tye European Commissio@nd not at Member State leveh order to
increase the efficiency of market transparency
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6 Summary comments

This report provides analyse®n cost estimateshy operators in EU agfood supply chains for
providing information to a third partyin order tocontribute to improwed market transparency in the
agrifood chain. The secondary objective of this report is to analys¢eptial benefits and risks of
increased market transparencas perceived by operators the agrifood supply chainThis analysis
is relevant in contributing to better understamuy of the potential implications of the Commission
policy initiative toincrease price transparendy the agrifood supply chaifEuropeanCommission
201%; 2019h. The analyses in this report are based anamline survey andtsictured interviews
conducted among operators ihe agrifood supply chaifbetween23 October2018and 5 February
2019

In general, the online survey and structured interviews provided consistent results in terms of
benefits andrisks from increased market transpareneg well as operators' cosfer reporting to a

third party. Howeverdifferencesare also observedhere cannot be a straightforward comparison
betweenthe two data collection approachgdue to differences in sapte sizebut also becauseach
approach has itewn advantages andthey providequalitatively different typs of information.

There are similarities betweethe online survey and the structured interviews in terms of the types
of benefits and riskfrom increased price transparency along the &gid supply chain identified by
respondents. For example, for benefits this inclsd®provementin market knowledge, increase
opportunities for risk management (or better decisioraking),and reduction in uncetainty (or
reduction in information asymmetry). For risks, the similar ones identified in the online survey and
the structured interviews includeonfidentiality and security risk&jgher competitive pressure and
decreasan selling prices.

Besidesprice information, respondents expressed that availability of information on production
volumes, consumption and trade volunoeuld contribute to increased market transparency along
the agrifood supply chainMeanwhilg gross and net margins atiee factors most often reportedby
respondents agenerating risk from increased market transparency. These results corrobihiate
similarities in resultbetween the online survey and the structured interviews.

However, some differencescould also be observethetween the online survey and structured
interviews in terms of the types of benefits and riskisom increased market transparency. For
example, respondents tended to stress some bendfiisn increased market transparency more in
structured interviewsthan in the online surveysuch as that it cargenerate dialoge, provide
benchmark opportunities and enhance trustnong operatorsat different stagesin the chain. The
structured interviewsrevealed additional benefitfssuch asbringing unfair trade pratces to light.
With respect torisks, respondents in the structured intervievagghlightedthe risks of reporting
inaccurate data which could be due $trategic/opportunistic behavioulby some operatorsandthe
lack of methodology and established product definitions to make it possible to compare across
sectors and stagein the agrifood chain Anaher important risk factor mentioned by some
respondents in the structured interviewsas asymmetric reportingra asymmetric data availability
across different stagds the agrifood supply chain.

Furthemore, the online surveyndicatesmore respondents expressed that they would benefit from
increased price transparentifan those that expressed that they wouldde risks. The online survey
results also show that a greater share of farmers would benefit from increased price transparency
comparedwith operators from other stagem the chain.By contrast, manufacturers, traderand
distributors, and retailers appear to be more concernéitan farmersabout risks from increased
price transparencyOverall, the online survey reveals a greater share of respondents perceive a net
benefit from increased market transparendlyan thosethat perceive theopposite (i.e. net loss).
Again, the share of farmers that report net benefits is greater that the share of those that report net
loss from increased market transparency, while more manufacturers, traateatgistributors and
retailers report net loss thanet benefits.
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Many operators currently report various typeof information to a third party such as to a public
authority, a private company or other agencies. Hence, there are existing practipésce among
operators for reporting to a third party. The results from the online survey show thdibr the
majority of respondents (736) annual running costor reporting to a third partyunder existing
practicesare lessthan 20% of total annual running cost®r the operato@ reporting system.
Translated itb monetary values, annual running costs amount to less than RO for the
majority of respondents (7%) for a significantproportion of respondents (446) they represent
less than EURO000, while for 1% they are less than EURO (Figure32). Theonline surveyshows
similar resultsfor setup costsfor reporting to a third partyunder existing practicestheseare one
time expendiures incurredin setting up the reporting system. That i&r most respondents (8%o)
setup costsfor reporting to a third partyare lessthan 20% of total setup costsfor the operatoi@
reporting system. In monetary values, a6 costs represeness than EUR0000 for the majority of
respondents (826) for 63% they arelessthan EUR2 000, while for 31% they areless than
EURL 000 (Figure33).

h LJS NJ atteaNd&porting experiencainder existing practicesor reportingto a third party might
imply that the cost valuegprovided are more accurate. However, there sgnificant variation
between respondentsn the frequency and type of information reported to a third parpder
existing reporting practices which complicates comparison between respondents. When
respondents were asked in the online survey about estimated costs for reporting all relevant
information (i.e. input/output prices, volumes, transport costs and margins), dbsts reported
tended to be greater than those reported for existing practicésat is, for 6@6 of respondents
estimated annual running costsr reporting to a third party aréessthan EURLO 000, while for 3%%

of respondents they ardessthan EURL 000. With respect toestimated setup costs, for 5% of
respondents they ardessthan EURLO000, while for 336 of respondents they aréessthan
EURL 000.

The cost values ohined through the online survey for both annual running andugetostsand for
both existing reporting practices and estimated cost® positively correlated with operator size
meaning that larger operatahave higher costs in absolute value thanadler ones.

Furthemore, the online survey results reveal that costs reporting only input/output prices to a
third party are considerably lowdhan the total cost of reporting all relevant information beyond
prices. That is, 8% (71%) of respondents reported that estimated annual running-(gst costsfor
reporting only input/output prices are less than 20 of total estimated annual running (sep) costs
for reporting all relevant information to a third party.

Findingson the coss of reporting to a third party obtained from the structured interviews are largely
in line with the online survey. That is, based on information obtained through the structured
interviews, (running and seaip) costsfor reporting pricesto a third partyare usually considered
negligible, sincén most caseshese data are already available in the operators' internal reporting
systems and many operators are already reporting this type of information to a third peirty.
appearssimilar for reporting addiional information to a third party such as production, trade and
stocks. If theselata areavailable in the internal company management system, repotttiegn to a

third party would not implysignificantadditional setup or running costs.

Similar to the online surveyfindings from the structured interviews imply thateporting beyond
prices and volumes (e.g. production, trade, stoéqg)earsmore costly. This is particularypplicable
to margins and transport costs.

Findingsfrom structured interviewsand the online surveyeveal that aitomation of reporting is
perceived necessary to reduce reporting costs particular whee reporting frequency is high
because reporting costs are positively correlated with frequency of reporBygontrast, manual
reporting with higher frequency wouléthvolve employing additional labourcausing a significant
increase in reporting costs.
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The structured interviews show further interesting implications for the costs and benefits of
increased market @nsparency.Some interviewees stressed that the (direct) costs of reporting
information to a third party are not perceived as the most important costs, since information is
usually available in the internal operaf®rsystem Indirect costs related to mast risks (e.g.
unbalanced or asymmetric information, competition pressures or disclosure of confidential
information and trade secrg} are often perceived as more significant.
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Annex

Annex 1- Questionnaire

Questionnaire to operators in the agri-food
supply chain on data reporting related to
market transparency

{ﬁeldsmatkodwih‘aremandatory. J

INTRODUCTION

THE SUPPLY CHAIM

At ———— e

The Joint Research Centre (JRC) of the European Commission is implementing a project about the
monitoring of prices in EU agri-food supply chains. This project is a follow-up of the recommendations of
the Agricultural Markets Task Force (AMTF) which had been established by the Commission in 2016, The
AMTF suggested, amongst others, that the Commission should take steps to increase transparency in
order to foster more competition along the agri-food supply chain. It recommended in particular
introducing mandatory price reporting to cover information gaps in the agri-food supply chain, collecting
the data in a timely and standardised manner, and disseminating it in a duly aggregated form. The AMTF
suggested further that consumption data and producers’ input prices could be integrated into existing
information systems (market and prices, dashboards, observatories), and that the calculation of a “Food
Euro” for all major food products (akin to the “Food Dollar”) at EU and Member State level could be useful
- without duplicating data collection efforts that are already ongoing.

The purpose of this questionnaire is to better understand the costs to operators for providing information
(e.g. prices, volumes, transport costs) in order to contribute to improved transparency in EU agri-food
supply chains. The present questionnaire targets in particular companies and businesses (including
SMEs and farmers) that are active at the primary production, distribution, processing, wholesale or retail
stages of the agri-food supply chain, as well as related organisations that represent or serve these
companies and businesses. An analytical summary of the answers may be made publicly available by the
Commission's services.
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The guestionnaire should take about 15 minutes. The deadline for completing the questionnaire is 15
December 2018. Thank you for your participation.

Disclaimer: Personal data protection is of the utmost importance. Please note that all answers are
provided on a voluntary basis and collected anonymously. Mo link will be made between these answers
and any information permitting to identify their origin. Every answer will be allocated a random processing
number. The Data Controller guarantees that anonymity will be respected. Statistical results will be
published in an aggregated form which will not allow individuals or organisations to be identified.

I. About the business or organisation that you represent

*Function (and role) of the respondent

*Location of the business or organisation (head office)
2} Austria
! Balgium
Bulgaria
| Croatia
! Cyprus
Czech Republic
! Danmark
! Estonia
! Finland

! France

! Garmany
! Greece
! Hungary
! Ireland

" ltaly
Latvia

! Lithuania

! Luxembourg
) Malta
! Netherdands
! Poland
! Portugal
) Romania
2} Slovak Republic
) Slovenia
Spain
Sweaden
United Kingdom

48




*If other, please specify

* Countries where the business or organisation operates (Select all that apply)
[ Austria
[ Belgium
[ Bulgaria
[ Groatia
O Cyprus
[F czech Republic
[ penmark
I:I Estonia
[ Finland
[ France
| Garmany
| Greece
| Hungary
| Ireland
| Italy
| Latvia
| Lithuania
| Luxembourg
| Malta
| Netherlands
| Peland
| Portugal
| Romania
| Slovak Republic
| Slovenia
| Spain
| Sweden
| United Kingdom
| Non-EU countries, please specily

[
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Please specify all non-EU countries

*Which type of business or organisation do you represent?
2} Financial services providers (e.g. bank, insurance company, stock exchange)
! Importers (e.g. inputs or agricultural products)
! Input provider (e.g. fertiliser company, feed supplier)

! Farmer
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