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CEPS Position Paper

Commission Communication on Agricultural Product Quality Policy (COM(2009)234 final)
The European Spirits Organisation - CEPS is the representative body for the spirits industry at the European level. Its membership comprises 31 national associations representing the industry in 27 countries, as well as a group of leading spirits producing companies.

As stated in Regulation 110/2008 on the definition, description, presentation, labelling and the protection of geographical indications of spirit drinks, our sector “constitutes a majour outlet for Community agricultural products” (recital 3) and it is “important for consumers, producers and the agricultural sector”. Therefore, the measures applicable to it “should contribute to attaintment of a high level of consumer protection, the prevention of the deceptive practices and the attainement of market transparency and fair competition” while  safeguarding “the reputation which Community spirit drinks have achieved in the Community and on the world market by continuing to take into account the traditional practices” (recital 2). A high level of protection for our sales denominations (“marketing standards” in the Communication’s language)  and GIs has strongly contributed to maintaining this reputation. The EU spirits industry is the leading exporter of spirits in the world with a value 6.2 billion Euro in 2008.

The CEPS expectations regarding any new legislative framework concerning spirit drinks are rooted in these core principles. While we welcome the Commission’s attempts to promote the quality of EU agricultural products, we would like to offer our views on how the political orientations outlined in the Commission Communication on Agricultural Product Quality Policy could be problematic for our industry.
· Marketing standards (4.2)
CEPS is most grateful for the advice from DG AGRI that the chapter on marketing standards in the Commission Communication applied only to agricultural products in Annex I of the EC Treaty and, therefore, spirits would be outwith its scope.
Spirits standards have been laid down by EU legislation since 1989 (Regulation 1576/89) and are now fully outlined in the recently adopted Spirit Drinks Regulation 110/2008. As  indicated above, our reputation for high quality products is largely due to the strict rules on spirits standards contained therein. We believe that the current legislative approach offers the best guarantees for both consumers and producers and should be retained.  
· Origin / Place of Farming (4.2)
As for marketing standards, we understand from the Commission that the Communication does not intend to cover foodstuffs other than those listed in Annex I of the EC Treaty when considering a mandatory place-of-farming labelling. It is acknowledged that important obstacles would arise if such a requirement was applied to processed food.

CEPS fully agrees with this approach. Spirits are essentially processed products. Determination of origin of the final product is carried out in accordance with well-established customs-inspired rules. As for other food processed products, mandatory labeling of raw materials’ origin would tend to negate or at the very least undermine the origin conferred upon by processing, or “last substantial transformation”.

Besides, this would not be relevant to the specificities of the spirit industry and its long-standing practices (1). Moreover, we believe that it does not provide consumers with any valuable information (2):
1. The spirits industry, unlike other food sectors, often operates in single plants where one or several brands are produced to be put on all EU and third countries’ markets. One brand is exclusively produced in different plants and this has been the case for years. Other foodstuffs are often produced in different countries in an identical way for placing on the respective national markets. Our modus operandi has traditionally been based on importing materials from around the world in order to ensure the right balance between quality, price and availability. The changes of the origin of the raw materials don’t affect the distinctive taste or overall quality of spirits. The opportunity to vary the origin of the raw materials (depending on multiple factors out of the producers’ control) and, therefore, the impracticability for operators to continuously change labels as a result of their varying origin, must be recognised.

For example, ethyl alcohol, which is a basic ingredient for many spirits, may come from different countries and can often be a mixture from different origins, making labelling its origin very difficult. Some spirit drinks may also contain other ingredients (e.g. a liqueur using 10 natural flavourings from diverse countries), so mandatory origin labelling for those final products would require an extremely long list of origins and would therefore be undesirable
. 
Finally, the referred proposed rules on origin labelling are in breach with the EU and national provisions on spirits geographical indications. EU legislation protecting spirits geographical indications, recently adopted (Regulation EC N° 110/2008), establishes high protection for these products. The specific regulation of origin labelling for each spirit geographical indication must be unambiguously maintained.

2. Following on from the above, CEPS believes that the disclosure of detailed origin information on the place of farming of raw materials in spirits’ labels does not provide consumers with any valuable information. It would result in over-crowded and cause consumer confusion on the actual origin of the product. In that respect, and in line with our overall views on labelling.
Therefore, CEPS pleads for maintaining the current scheme on origin labelling for spirits and other processed foodstuffs (article 3.8 of Directive 2000/13) whereby indication of only (8) “particulars of the place of origin or provenance where failure to give such particulars might mislead the consumer to a material degree as to the true origin or provenance of the foodstuff” shall be compulsory on the labelling of foodstuffs.
We understand a separate, but similar idea of place of farming labeling requirement would also apply to GI products themselves, where the raw materials originate outwith the GI area. This essentially amounts to forcing PGIs to disclose their most important difference with PDOs, somehow implying that one is not as linked to the territory as the other. As noted in more detail below, this approach may have merit in a system where PDO and PGI co-exist. For spirits, there is no such distinction in Regulation 110/2008, so that this approach appears irrelevant for spirits. 

Furthermore, we fail to see what benefits there would be in confusing consumers about the origin of some of our products: on the one hand, a product would be bearing a GI stating origin X in full compliance with EU and national rules, on the other hand it would be indicating usage of raw materials from countries Y and Z. How understandable would a label become ?

To a certain extent, over-emphasis on the “terroir” or physical characteristics of GIs amounts to ignoring the other facets of the GI definition as enshrined in the WTO TRIPs agreement, such as the human aspect of reputation. The proposed approach would appear to single out reputation-based GIs (where raw material sourcing is relatively free) as somehow inferior to “terroir”-based GIs (where raw material sourcing is rather constrained). This would obviously have WTO implications. We believe the EU’s GI system can no longer afford to create doubts as to its WTO-compatibility.
· Geographical indications (4.3)
The proposals on Geographical Indications (hereinafter “GIs”) are the main point of concern for the spirits sector in the Commission Communication.

Spirit drinks GIs are not under the protection of Regulation 510/2006. Regulation 110/2008 gives a definition of spirits GIs (whereas 14) “ Geographical indications should be registered, identifying spirit drinks as originating in the territory of a country, or a region or locality in that territory, where a given quality, reputation or other characteristic of the spirit drink is essentially attributable to its geographical origin”, which is fully in line with the WTO TRIPS requirements. Chapter III of this Regulation implements this definition by introducing a new system for GIs registration, which is open to GIs from third countries. Finally, Annex III of Regulation 110/2008 provides a temporary list of GIs and their countries/regions of origin, subject to a Commission decision for authorising registration after examination of the relevant technical files.

PDO and PGI

The Communication gives the false impression that PDO (protected designation of origin) and PGI (protected geographical indication) apply to the three GIs schemes (spirits, wine and agricultural products and foodstuffs) (4.3, second paragraph) and have specific definitions set out in Regulation 510/2006. Spirit GIs however are separately protected in Regulation 110/2008 as described above on the basis of the TRIPS definition and are not subject to the PDO and PGI regime. CEPS would strongly oppose similar requirements for EU spirit drink GIs since existing mandatory labelling requirements are already extensive and no need for such requirements has been demonstrated.
Recast of the GI legislation

The Communication indicates that the Commission will prepare the ground for a possible recast of the GIs legislation which would consider “bringing together the three systems for wine spirits and agricultural products and foodstuffs into a single regulatory structure, while preserving the specificities of each system”.

The three separate registration systems allow the different types of products to adopt the criteria most appropriate to a GI including, in some instances, criteria which are stricter than those set out in WTO TRIPS. If these regimes were to be harmonised, it should be at the level of the TRIPS GI with scope for each product to introduce tighter criteria in their product specifications. This being so, any streamlining should see the Regulation for agricultural products and foodstuffs being brought into line with that for spirits. The numerous differences between the three regimes (please see annex) illustrate their specificities (very recently adopted for wine and spirits) and no difficulties have been reported.
CEPS therefore questions the benefit of seeking full alignment and would prefer the three systems to develop separately to allow for the specificities of the products concerned.
International Dimension

CEPS regrets that the communication fails to include a more ambitious overhaul of the way the EU seeks international protection of its GIs. We do not believe the current approach consisting in seeking protection for all 3000 EU GI names can be successful. 

Our industry is heavily export-oriented and thus very much supportive of EU attempts to protect our GI names in third countries, especially those where abuse and counterfeiting are widespread. It would be much easier for EU negotiators to focus on GIs with proven export capability or subject to specific counterfeiting problems, rather than cover the entire list in each bilateral agreement. Some of our GIs are not exported outside of the EU and have limited likelihood of becoming international best-sellers in the near future. By having shorter lists of GIs to protect, we hope EU negotiators would also be able to get the toughest possible rules on protection abroad or would avoid having to “pay” with other concessions elsewhere.
Further, we can only regret that our industry’s views regarding prioritization in WTO negotiations have not been listened to. As we have explained time and again, there is no mandate for extension of additional protection to non wine & spirits, whereas there is one for the wine & spirits GI register. Conclusion of the register should accordingly be a matter of priority. If that conclusion is not possible, we would hope the EU gets proper down payments in exchange from other countries, in the form of improved tariff reductions for our products. 
· Conclusion
Marketing standards

Marketing standards for spirits are fully outlined in the recently adopted Regulation 110/2008. Our reputation for high quality products is largely due to the strict rules on spirits standards contained therein. We believe that the current legislative approach offers the best guarantees for both consumers and producers and should therefore be retained.  

Origin/ place-of-farming labelling

CEPS agrees with the approach taken in the Communication that place-of-farming labelling is only useful for agricultural products as listed in Annex I of the EC Treaty.

Mandatory place of farming would not be appropriate to the specificities of the spirit industry and its long-standing practices and would not provide consumers with any valuable information. 
CEPS therefore pleads for maintaining the current scheme on origin labelling for spirits and other processed foodstuffs (article 3.8 of Directive 2000/13)

Geographical Indications
Spirit drinks GIs are not under the protection of Regulation 510/2006. Regulation 110/2008 gives a definition of spirits GIs (recital 14) which is fully in line with the WTO TRIPS requirements. 
Our GIs are not therefore subject to the PDO and PGI regime. CEPS would strongly oppose extending these requirements to EU spirit drink GIs since existing mandatory labelling requirements are already extensive and no need for additional requirements has been demonstrated.
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� There is only one limited situation in which an additional origin statement would be useful. Some of CEPS whisky producers suffer unfair competition, and consumers are faced with misleading labels, from a number of whiskies on the market that, intentionally, do not declare their origin but are presented in a way which suggested they are from a traditional whisky producing country. For these products alone, our members are asking for a mandatory country of origin declaration on all whisky sold in the EU.
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