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SECTION 1: A THEORETICAL BACKGROUND
1.1 DEFINING INNOVATION – A GENERAL OVERVIEW

1.1.1 Introduction

Driven by the effort to outperform competition, innovation has become a central issue in the
business agenda of companies over the last few decades, and in many cases it proves to be
critical to corporate success. Every company is in continuous struggle to obtain the competitive
advantage through strategies, benchmarking and Innovation. Τhe concept of innovation is not
always easy to define, while it seems to evolve with the constantly changing economic
environment. The dramatic increase in the access to information, new knowledge and new
markets has led to greater international competition, while companies are required to innovate
through new organizational forms in order to manage global supply chainsi.

Innovation is not a new trend and it is closely related with the human tendency to think about
new and better ways of doing things and trying them out in practice. This is where the
difference between invention and innovation lies. Invention is the first occurrence of an idea,
while innovation is the attempt to carry the new idea out in practice. Innovation occurs when
through the input of different types of knowledge, skills, technology and resources, the
invention of a new idea is materializedii.

Innovation is considered the application of new solutions that meet new requirements or
existing market needs. However, many companies see innovation only as synonymous with new
product development or traditional research and development. However, this is a mistakenly
narrow view of it. Innovation can be approached following the concept of business innovation in
terms of innovative strategies and practices followed by companies. It is more process,
marketing and management oriented and less a technology based, with new products being
mainly variations of older ones. In order for a firm to develop policies that support innovation
appropriately, it is necessary to better understand several critical aspects of the innovation
process and the interactions between the specific characteristics of the industry and the
marketiii,iv.

1.1.2 Types of innovation - Research classification

The concept of innovation comes with a variety of definitions, types, and classifications and can
been approached from many different angles. In the past, most of the researches kept
restraining the concept of innovation in the traditional aspects of product and process
innovation. However, studies of the past decade seem to be more open-minded in terms of the
ways a company can innovate. Tidd et al. in their research went beyond the traditional
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classifications of innovation and referred – apart from product and process innovation – also to
position innovation, in terms of repositioning a product or service and paradigm innovation,
which includes major changes in the way of thinkingv. The Oslo Manual also went beyond adding
marketing and organisational innovation in the picture. Marketing innovation refers to the
implementation of new marketing methods involving significant changes in product design or
packaging, product placement, product promotion or pricing, while organisational innovation
refers to the implementation of a new organisational method in the company’s business
practices, workplace organisation or external relationsvi.

Based on existing literature, the main discussion is kept limited on identifying the types and
categories of innovation, which can prove to be more confusing than helpful to companies
trying to innovate. Innovation is not just about a new product or a new technology, which
ultimately may or may not have any impact on the market. Innovation ideas do not need to be
world novelties nor technology based. To understand the concept of business innovation, the
study would focus on identifying the dimensions of innovation within a specific industry and
market.

1.1.3 The Concept of Business Innovation

The concept of business innovation was introduced by Joseph Schumpeter. Viewing innovation
as the centre of economic development, he distinguishes invention from innovation. Invention
means a novel idea including its development and prototyping or, respectively, concrete
conceptualisation within the pre-marketing phase. To qualify as innovation, an invention must
be successfully applied and established within the specific marketplacevii.

The limitation of the concept of innovation to the terms of product or process innovation only
creates copied practices, innovation along the same dimensions, pursuing the same customers
with similar offerings, using undifferentiated capabilities and processes. All companies in a
specific industry are seeking opportunities in the same places, so they tend to come up with the
same innovations. Moreover, most companies devote much more energy to optimizing what is
already there than being actually innovative. Thus, viewing innovation too narrowly blinds
companies to opportunities and leaves them vulnerable to competitors with broader
perspectives4.

Business innovation is a much more holistic approach than product and process innovation,
linked to new value instead of new things. Innovation applies to all business activities, not just
end products. Innovation can be in logistics, marketing, merchandising, selling etc. Pioneers
today are those who rethink the entire business concepts and build new business models from
ground up, create new sources of revenue based on changing technology, changing
demographics and changing global demand.
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M. Sawhney et al. in their research, defined innovation as the creation of substantial new value
for customers and therefore the firm, by creatively changing one or more dimensions of the
business system. According to the same research, successful business innovation requires the
careful consideration of all aspects of a business and its specific characteristics. A great product
with a bad distribution channel or a terrific new technology that lacks a valuable end-user
application, are both meant to fail spectacularly. Thus, when innovating, a company must
consider all dimensions of its business system, while creating “new things” is neither necessary
nor sufficient for business innovation. Sawhney et al. suggested the “innovation radar” (see fg.
1), a framework that displays the 12 dimensions of business innovation, anchored by the
offerings a company creates, the customers it serves, the processes it employs and the points of
presence it uses to take its offerings to the market4.

Figure 1: The business innovation radar as suggested by Sawhney et al (2006)4

This radar is actually a circle that takes under consideration all the aspects of a company’s
activities and it is so diverse that it can apply to any business or industry. It does not neglect the
traditional dimensions of innovation but it extents the possibilities throughout the value chain.

According to this framework, product or service innovation (offerings) traditionally requires the
creation of new products and services that are valued by customers. However, the company can
also innovate by exploiting the power of commonality, to create a diverse set of derivative
offerings more quickly and economically than if they were stand-alone items (platform
innovation), creating that way value for the company. Or the company can create value for the
customer by creating a customized, integrated combination of products, services and
information (solution innovation).

Process innovation traditionally refers to the redesign of processes for greater efficiency, higher
quality or faster cycle time. However, processes of a company are all the activities used to

OFFERINGS Develop new products or services
Platform Use common components or building blocks to

create derivative offerings
Solution Create integrated and customized offerings that

solve end-to-end customer problems
CUSTOMER Discover unmet customer needs or identify

undeserved customer segments
Customer
Experience

Redesign customer interactions across all touch
points and all moments of contact

Value Capture Redefine how company gets paid or create
innovative new revenue streams

PROCESSES Redesign core operating processes to improve
efficiency and effectiveness

Organization Change form, function or activity scope of the firm
Supply Chain Think differently about sourcing and fulfilment
PRESENCE Create new distribution channels or innovative

points of presence, including the places where
offerings can be bought or used by customers

Networking Create network-centric and intelligent offerings
Brand Leverage a brand into new domains
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conduct internal and external operations. A company can still innovate internally by rethinking
the scope of its activities as well as redefining the roles, responsibilities and incentives of
different business units and individuals (organizational innovation). Or it can innovate externally
by reforming the flow of information through the supply chain and changing its structure or
enhance the collaboration of its participants (supply chain innovation).

The new dimensions of innovation that this research introduces relate with the customer and
the way that the company communicates and interacts with him. A company can innovate by
discovering new customer segments or uncover unmet needs (customer innovation) or by
rethinking the interface between the organization and its customers (customer experience
innovation). Developing novel pricing systems and otherwise expand its ability to capture value
from interactions with customers and partners is another dimension a company can innovate
along (value capture innovation). The channels of distribution that a company employs to take
offerings to the market are crucial and innovation can occur by creating new points of presence
or using existing ones in creative ways (presence innovation). A company can also innovate by
enhancing the network between its products/services and its customers, thus increasing the
value of the company’s offerings or by the leveraging or extending its brand in creative ways3.

Traditionally, most innovation strategies are the result of simple inactivity or industry
convention. But when a company identifies and pursues neglected innovation dimensions, it
can change the basis of competition and leave competitors at a distinct disadvantage, since each
dimension requires a different set of capabilities that cannot be developed or acquired
overnight. And innovating along one dimension often influences choices with respect to other
dimensions. Brand innovation, for example, might require concurrent innovations along the
dimensions of customer experience, offerings and presence. As such, selecting and acting on
dimensions that define a firm’s innovation strategy requires a deliberate, portfolio-based
approach that must be communicated clearly within the company as well as to external
constituents. All of that takes considerable effort and time4.

1.1.4 Business Innovation Strategy Design

The concept of business innovation is captured in the dimensions mentioned above, however
the question of prioritization and combination of them in a company’s innovation ventures is
decided on the strategic level and depends on the specific characteristics of the industry.

The process of designing an innovation strategy begins by recognising the innovation idea.
Innovation ideas can source from the internal of the company or from the interacting
environment. According to Von Hippel, innovation may source either from the manufacturer,
who innovates in order to sell, either from the end-user, who develops an innovation for his
own use because existing products do not meet his needsviii. On the other hand Drucker wrote
that successful innovations result from a conscious, purposeful search for innovation
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opportunities and identified seven sources of opportunities: unexpected occurrences,
incongruities, process needs, industry and market changes all existing within the company or
industry, as well as demographic changes, changes in perception and new knowledge existing
outside a company in its social and intellectual environmentix. Innovation ideas can actually
source anywhere within the industry’s value chain. They can source from the internal of the
company or from its interactive economic environment.

An innovation strategy is based on assessments of the internal and external corporate
environment and strategically allocates resources for future return on innovation investments.
The assessments should take under consideration not only macroeconomic, consumer and
technological aspects but also their relevance with the specific characteristics of the industry
and the business. They should be able to map how the organization creates, delivers and
captures value and how it aligns its assets, and capabilities to create future value. The goal is the
development of effective, game-changing models, which can be used as blueprints for the
implementation of the strategy.

The designed strategy is implemented through organizational structures, processes and systems,
through networks, partnerships and alliances. However, management of the innovation value
chain is necessary to maximize the outcome of innovation efforts. Innovation strategies are
long-term commitments and their success requires performance measurements and
reassessments, product and portfolio management, effective communication, governance and
innovation culture.

1.1.5 Innovation through Alliances, Partnerships, Networks and Clusters

One very important aspect of the innovative process is how and why companies use alliances,
collaborations and networks with external partners in their innovative strategies. Strategic
partnerships have become central to corporate success in the fast-changing global markets.
More than ever, many of the skills and resources essential to a company's future lie outside the
firm's boundaries and outside management's direct control. In this new world of networks,
coalitions and alliances, strategic partnerships are not an option but a necessityx,xi.

Strategic alliances are a logical and timely response to intense and rapid changes in economic
activity, technology and globalization. In general, alliances are formal or informal arrangements
between two or more organizations to achieve specific goals. The delimiting parameters of the
relationship could include time, money, knowledge, product development, market penetration
and geographic characteristics, singly or in combination, making the strategic alliance a flexible
business relationship particularly suitable for enterprises with different capabilities10.

Motives for strategic alliances are sharing in further advancements of R&D, transferring
knowledge or technologies of the partners through joint innovation projects, broader market
access and technology development, reducing risk associated with efforts to solve problems or
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to further advance innovation10. According to Yves L. Doz and Gary Hammel, there are three
distinct primary purposes of an alliance: co-option, co-specialization, learning and
internalization. Co-option turns potential competitors into allies. Potential rivals are effectively
neutralized as threats, while firms with complementary goods or services are also encouraged,
creating network economies in favour of the coalition. Co-specialization is the synergistic value
creation that results from combining previously separate resources, positions, skills and
knowledge sources. Partners contribute unique and differentiated resources to the success of
their alliances and alliances create value when those resources are co-specialized – become
substantially more valuable when handled together in a joint effort than when kept separate. In
other words, the value of each partner’s contributions is enhanced when combined with the
contributions of other partners. Alliances may also be an avenue for learning and internalizing
new skills, in particular those which are tacit, collective and embedded. When these skills are
learned from a partner, internalized and exploited beyond the boundaries of the alliance itself,
they become all more valuable11.

A modern form of partnership is the creation of networks and clusters between companies that
share common characteristics. This innovative type of alliance is fairly common in developed
countries, through which businesses can enjoy the benefits of innovations in the structure, in
the tender or in the markets. Networking and Clustering will be further analysed in a following
chapter, since they capture the essence of business innovation with respect to the specific
characteristics of the industry under study.

1.1.6 Value Chain Innovation

Value chain approach to innovation is founded upon drawing on relationships between
customers and suppliers to develop strategic and operational strengths and capabilities, and
thus create competitive advantages that are very difficult for competitors to copy. Innovating as
a value chain rather than as independent links results in competitive advantages that are among
the most desirable and sustainable. Innovation within the value chain enables businesses to
more effectively compete in an environment characterised by limited resources, increased
competition, higher customer expectations and faster rates of changexii.

The ability to actively coordinate efforts and resources along the value chain, along with the
ability to continually reduce production costs, is increasingly what separates leaders from the
wider industry. Key to achieving sustainable competitive advantage through value chain
innovation are shared vision, compatible structures and processes, open communication, and
shared benefits and costs. The majority of these enablers flow from the quality of relationships
that exist between, and within, the businesses that comprise the value chain12.

Close relationships enable more effective information exchange, which facilitates problem
solving, which in turn leads to greater potential for commercially significant innovation.
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Adoption of value chain approaches also enables businesses to moderate risk and uncertainty
through having the ability to better anticipate and respond to their collaborators’ needs and
handle unexpected events more effectively than otherwise possible. In aligning their strategies
and operations, value chain partners can reduce transportation costs, handling costs, packaging
costs and energy costs. Simultaneously, businesses are able to improve customer service,
marketing effectiveness and overall productivity. This also reduces waste and produces
environmental benefits that can be marketed to environmentally conscious consumers12.

1.2 INNOVATION IN THE AGROFOOD SECTOR

1.2.1 Innovation in the food & beverage industry

Innovation is one of the forces shaping competition in the food & beverage industry of
developed countries. Analysing innovation in the context of the food industry is a complex task,
due to the strong links of the industry with the different sectors in the food chain. In many cases
food companies rely more on suppliers than on internal effort for technological innovations.
Currently, a food & beverage company depends not only on food and agricultural expertise but
also on non-food sectors such as biotechnology, packaging, chemicals, machinery, where high
levels of innovation achieved. Non-food innovation accounts for around 45% to 50% of the
innovations usable in this sector 3,xiii.

According to past literature, the food & beverage industry is considered as a supplier-dominated
industry, since the origins of technological change in this sector seem to reside chiefly in
supplier industries. However, recent research suggests the need to re-interpret the ‘supplier-
dominated’ view in the light of new situations. The food & beverage industry nowadays
generates some of the non-food inventions used to produce foodstuffs and agricultural products
and actively combines a breadth of many different new techniques and scientific discoveries. In
this context, the food industry could generate non-food knowledge, i.e. non-food patents, just
to interact with their suppliers of equipment or inputs on a better footing13.

The study of the interaction between the production of food and non-food innovation within
food & beverage firms could throw new light on the nature of innovation in this industry. The
largest food & beverage multinationals account for more than half the world’s patented
innovations in food and tobacco. Moreover, their possibility to combine, ‘in house’, different
types of knowledge and interact actively with suppliers could also positively affect the
positioning of large multinationals. However, small food & beverage businesses that operate
mostly on a regional level are less likely to innovate in sectors like chemistry, biotechnology and
other food-related fields13. However, as mentioned many times before in this report, innovation
is not only about new products or processes but for new value.
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1.2.2 Value Chain Innovation in the agro-food SMEs

Food and agribusiness supply chains and networks, once characterized by autonomy and
independence, are now swiftly moving toward globally interconnected systems with a large
variety of complex relationships. The increasing integration of local and cross-border agro-food
chains can be considered both a threat and a challenge for rural developmentxiv.

Closely-aligned value chain alliances are forming more slowly in the agro-food industry than in
industries such as IT and automotive. Reasons for this include that agro-food policies, legislation
and regulations that impact on the motivation and ability of businesses in a chain to collaborate
and innovate in response to known and projected market opportunities. The creation of an
environment that supports the development of strong, innovative and competitive agro-food
value chains can be enhanced through effective partnerships being developed between
industry, academic institutions and government12.

The ability to innovate directly in line with market demands requires skills not traditionally
associated with the agro-food industry. They include the ability to learn from different sources,
and then translate new knowledge and skill sets into a different way of conducting business. For
instance, food and agribusiness chains are greatly affected by consumers’ concerns regarding
food quality and safety and the sustainability of food production and handling methods. Public
concerns regarding genetically modified organisms, chemical residues and environmental
impact have to be met in a competitive, increasingly global environment12,14.

Before changes occur in managers’ attitudes and behaviours, changes must first occur in the
perspectives they possess towards the factors that determine the success of their business and
the environment within which they operate. Changed perspectives increase individuals’ ability
to learn and apply increasingly sophisticated problem-solving skills. In turn, this enables the
businesses that together form the value chain to continually improve the level of strategic and
operational alignment that exists within and between them, in relation to target markets. Other
capabilities that producers and managers of agro-food businesses require to develop include
human resource, financial management and marketing capabilities. The lack these types of skills
is a key reason why adversarial transactional business relationships continue to characterize
much of the global agricultural and agro-food industry12.

Limiting parameters to value chain innovation can source from within the involved businesses or
the external environment within which they operate. A primary cause of the slow rate of
behavioral change occurring in agro-food industry is individuals’ inability to communicate
effectively with businesses operating at different levels along the value chain. Another
significant restraint of value chain innovation is the lack of strategically-aligned, incentive
systems. Strategically-aligned, incentive systems are required to elicit chain-oriented behaviour
through establishing a strong framework of rules and decision-making processes12.
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Distrusting and misbelieving can prove to be the worst enemy of successful chain alliances.
When members misbelieve that they can mutually benefit from entering a long-term
commercial arrangement with other members of the value chain or distrust the overall Value
Chain Management concept, the mindset is not appropriate to accept innovative strategic
thinking. Despite trust being considered a prerequisite to sustained value chain integration, it is
a rare commodity that is often missing, not only between chain partners but also within single
organizations12.

Fear is also an important inhibitor when it comes to forming value chain alliances. Economies of
scale in processing, transport and distribution also lead to demands for growing volumes of
commercial agricultural production and stable delivery capacities of homogeneous quality. Small
size businesses with limited resources and scarce access to markets and information meet major
constraints for the adoption of technological innovations and may therefore fear that they will
be excluded from trade. However, involving family farmers into global agro-food chains would
be a suitable device for ensuring a more equitable distribution of the value-added 14.

Attempts to increase value chain integration often create a sense of organization vulnerability,
requiring workers and managers to step out of traditional comfort zones. The challenge when
working with multiple producers to achieve the critical mass often required to form closely-
aligned value chains, comes from meshing unique production management styles, incompatible
information systems, diverse attitudes and different approaches to measuring performance. The
challenge can seem insurmountable 12.

The existence of inconsistent goals and poor measurement practices is the reason why this
situation persists across much of the agro-food industry. Divergent goals lead to producers and
their customers making self-interested decisions. Poor measure practices lead managers to
continually base their decisions on assumptions. It also leads to producers and their customers
being predominantly price or cost reduction focused, rather than focusing on increased quality,
customer service or access to new resources12.

Higher consumer demands regarding the quality, traceability and environmental friendliness of
products and processes call for fundamentally new ways of developing, producing and
marketing products. Integrated production, logistics and information and innovation systems
become of critical importance for maintaining a competitive market position. In order to achieve
international collaboration between agro-industries and retail companies, strategic and cross-
cultural alignment, relational trust and compliance to national and international regulations
have become key issues 14.
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1.3 DEFINITION OF CLUSTERS FOCUSING ON AGROFOOD BUSINESS

1.3.1 Introduction

The globally oriented business market strategies and the internationalization of economic and
commercial activities in recent decades, have resulted in the creation of a class of multinational
organizations with huge economic potential and bargaining power. The intense
internationalization of production, resulting in what we call “globalization”, and in general the
growing interaction and interdependence of national economies creates a chain reaction, as
global economic developments are transmitted more rapidly from country to country.

In such a competitive globalized economic environment, instant understanding and adapting to
consumer needs is a critical matter of survival for businesses. Another critical parameter, for the
survival and growth of SMEs, is the identification and exploitation of comparative advantages
that will make them competitive, especially when the global economic downturn creates
pressures on sales and hence profitability. Achieving economies of scale and economies of scope
are key components to improve the competitiveness of enterprises. These two economic terms
are related to the reduction of long-term costs by expanding output and range of products.

The need for closer cooperation results from the common challenges, when microenterprises
invited into the globalized and liberalized environment to compete with multinational giants,
who outperform competition both in terms of cost and available promotion funds. Especially for
SMEs in remote - unfavourable regions, the small production combined with the high cost of
commercialization, the non-existing infrastructure, the reduced budgets for advertising and
promotion and the failure to implement long-range operations, are only some of the reasons
that lead to alienation from large markets, endangering their viability. These weaknesses of
small businesses, due to the small size and geographical factors, create common needs for:

 Reduction of production costs
 Reduction of transportation costs
 Reduction of projection costs
 Access to markets of large commercial centres
 Easy access and utilization of resources (capital markets, development and transfer of

knowledge, skilled personnel)
 Utilization of local resources
 Increase of employment opportunities
 Strengthen local economies
 More efficient operation (improve service levels, increase value-added

products/services etc.)
 Improve productivity
 Improve competitiveness
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The formation of business clusters is usually associated with geographical concentration, the
presence of unique natural resources, the use of common infrastructure in order to reduce
production/distribution costs, the faster development and incorporation of technological
developments, the ability to obtain and share information and knowledge, the capacity to
absorb qualified staff etc.

In developed countries such form of groupings are more common. The concept of “clusters” and
“business networks” becomes central to modern global industrial policy. The contents of these
terms are not strictly defined, since they shape up in accordance with the conditions and needs
created in each case. There are many approaches to the subject and there is no specific
description or manual for creating them. Their characteristic element, however, is that small
businesses can enjoy the benefits of innovations in the structure or in the markets, producing
complementary products or serving small but niche markets. Relationships of trust are perhaps
the most important factor for participation in a network. Building confidence mechanisms
between former competitors and future members of a common network is a key factor that
supports the creation of any form of business partnershipsxv,xvi,xvii.

1.3.2 Definition of Networks

Networks can be an innovative strategy where firms face both technological and appropriation
uncertainties. Networks are organizational forms of cooperation of the widest possible range of
partners who agree on undertaking joint implementation of business plans and initiatives. Goal
of creating networks is the implementation of complex actions that cannot be implemented
independently by each company alone, since none has all of the required expertise or resources
(funds, time, manpower). In other words, networking is the creation of relationships and quality
links, in order to better exploit the possibilities and opportunities15,xviii.

Networks offer a way to access and use diverse knowledge that is both codified and tacit in
order to accomplish what has not been done before without an understanding of how to do it.
Networks thus offer two critical capabilities. First, they provide a way to access, create and use
diverse knowledge that is located in multiple organizations and individuals. Second, they provide
the structure needed for the range of people and organizations that hold the diverse knowledge
to participate in decision making11.

Enterprise networks are characterized by common strategic sustainability and profitability goals
and share strategies to address competition. Any company that participates in a network adds a
value to the final partnership by employing and sharing its best practices. Networking results in
effective exchange and transfer of experiences and successful practices, establishment of joint
business plans, collective resource management, timely and accurate communication, joint
promotional organization and management, improvement of workforce skills and specialization,
promotion of common rather that individual interests. This form of cooperation requires mutual
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confidence, based on the acceptance that any business activity is made with respect to the
common interest of the network which is not conflicting with the individual interest15.

1.3.3 Definition of Clusters

Although not clearly defined, the concepts of “networks” and “clusters” are very similar. Often,
the development of a network is the first step to create a cluster of companies. Michael Porter,
professor of the Harvard Business School, first suggested the concept of «Clusters» as groups of
independent companies and related organizations that are linked geographically, which
generally interact with the help of technology to implement actions in specific areas for
common benefit. These companies either cooperate or compete, specialize in a particular area
and are related with common technologies and skills. The Organisation for Economic
Cooperation and Development (OECD) defines a cluster as a group of strongly interdependent
firms linked to a value chain, forming strategic alliances with universities, research centres,
suppliers, and customers, transferring knowledge and information among members and
promoting innovation15,xix,xx.

Clusters are primarily designed to reduce production costs, improve operations and increase the
competitiveness of the partners. This is achieved by creating economies of scale and/or scope,
depending on the policy followed during the creation of the partnership and the establishment
of the cooperative. The two types of clustering are the horizontal clustering and the vertical
clustering. According to this categorization horizontal clusters consist primarily of firms
operating in the same industry, while members of the vertical clusters active in different sectors
of the manufacturing process, however, belong to the same supply chain.

Businesses coalesce into clusters at a regional level aiming to highlight regional comparative
advantages, such as the promotion of local products, promotion of tourism and cultural routes
etc. Achieving economies of scale and scope in this case is facilitated by proximity but also
because of exploitation of unique local resources. The members of a cluster have the
opportunity to enjoy benefits sourcing from the pooling of activities in different stages of the
production process, such as joint procurement, logistics, storage, easy access to resources such
as capital markets and skilled staff, improved communication and easy transfer of knowledge,
greater room for growth with expanded product range, common mode projection etc.

Clusters help companies to face competition, especially the ones located in a less residential and
commercial regions. Key to the successful operation of such organizations is the constant
communication and interaction between participating companies15.
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1.3.4 Common Branding within a cluster

Developing a “Common Brand” takes clusters to the next level, by further strengthening joint
marketing efforts. A Common Brand formed through a cluster represents a group of companies
with common values, fighting for a common purpose and common goals and using common
tools (common values, purpose, goals and means). Furthermore, when the Common Brand
refers to a geographical region, then it incorporates - in addition to the businesses and products
of the cluster - the ideas, values and mentality of this joint community.

A common Brand within is expected to enhance the cluster both internally and externally,
offering some of the following benefitsxxi:

 Identification of common strategic objectives
 Better sense of shared values
 Identification of strengths and weaknesses
 Increase of self-awareness
 Identification of common identity
 Encourage the development of bonds of trust and deepen relations between the

partners
 Facilitate the creation of new structures of interaction and networking within the cluster
 Enhance the image of the cluster and facilitate the efforts of promotion and publicity

1.3.5 Advantages of networking and clustering in the agrofood business

SMEs that are geographically isolated from major commercial centres are difficult to develop
comparative advantages over time, mainly due to their inability to modernize, innovate and
exploit the advantages of economies of scale. Inadequate resources and limited knowledge
result in untargeted and weak - if not nonexistent – marketing activities. These firms are
“geographically tied” because they are largely determined by the distances, time frames and
cost required to market their products and due to their small size, they have limited bargaining
power against large commercial companies. The economic development of such isolated areas
involves the clustering of specific enterprises, whose geographical concentration favours the
creation of economies of scale. Businesses often gather in small geographical areas where they
can have access to skilled labour and specialized knowledge, to use common infrastructure and
reduce transportation costs. These common needs of businesses lead to formations like
networks and clusters16,18,20.

Clusters are usually created spontaneously, by local business entities who want to benefit from
the synergies of the various factors that exist in the geographical area. Their relationships may
be based on common or complementary products, production processes, key technologies,
resources, skill requirements, distribution channels etc. The formation of clusters and business
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networks proves to be significant factor in the development and evolution of SMEs.
Complementarity and cooperation give a special advantage to participating businesses through
skill development in project management, product development and promotion and bargaining
techniques. Improving productivity, increasing innovation margins, facilitating
commercialization, creating a high levels of employment, achieving effective competitive
performance are just some of the benefits enjoyed by members of such cooperatives.
Furthermore, through a cluster eases access to financial institutions, specialized legal services
organizations and research institutions. Thus, SMEs members acquire higher bargaining power,
capacity to compete with larger companies on an equal footing and engage in a process of rapid
experience acquisition, to promote innovation and development and create prospects for
increased efficiency through collective action15,16,18,20.

1.3.6 Applying networking and clustering policies in the agrofood business

Before moving to the creation of a cluster, in order to achieve the desired results, efforts should
focus on joint action, the development of collegiality, complementarity and consensual state. A
strategy to form networks and clusters should provide a framework for dialogue and
cooperation between partners. The joint review and capitalization of experiences, local features,
correlations, best practices and methods, will certainly contribute to the growth of benefits.

Introducing such a policy in a competitive regional environment is not an easy task. Raising
awareness about the mutual benefits of networks and clusters among stakeholders is critical.
Effort must be preceded by a thorough study of the current situation in the region. The mapping
should include determination of the reference area, the segments likely to join the network and
their growth margins. Identification of limiting factors is critical, followed by clearly determining
their impact on the formation of the cluster, making sure that they won’t be able to obstruct the
development of the strategy20.

The determination of the segments and the selection of reliable partners, constitute the core of
the cluster and must be done with great concern. Encouraging participation of as many
businesses in the early stages of cooperatives contributes to faster development, since the
greater the number of members, the greater the potential for cooperation and synergies
between them. State support is one of the primary incentive for membership, while the
participation of professional bodies and relevant organizations acts as a catalyst to facilitate
communication and cooperation between different enterprises 15,xxii.

Behind every successful cooperative is a group of innovative companies managed by people
who value learning, are committed to their community and, therefore, are willing to work
towards a collective vision for the development of their industry. Such formulations should be
based on mutual trust between the partners, which is built through clearly defined management
structures. The establishment of trust contributes to the dissemination of information among
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members; good cooperation between them is the key to the successful operation of the cluster.
Moreover, the geographical proximity facilitates the development of trust through social
networks and social relationships, the most important channels through which information
flows15,18,xxiii.

When setting up the cluster, it is important to clearly define the goal of the association and the
field of activity and on this basis to outline the strategy to be followed for implementation. The
emphasis in the early stages is given to assuring the confidence of the members towards the
cluster. Thus, the management should be oriented to the continuous launching of compact
actions with instant results, so that members are convinced of the benefits and believe that
their involvement will help them as units and contribute in the overall growth and overall
development the whole region. Moreover, providing continuous initiatives contributes to the
commitment of the partners to the objectives of the cluster and ensures active members15.

Determining the competitive advantages and development opportunities of a cluster, the vision
will become more focused and more specific. The implementation is done through an action
plan of initiatives that aim at improving the dynamics of the cluster and the external
environment in which it operates. The action plan, except to identifying actions to be
implemented, should prescribe the expected results, identify the necessary resources required
and identify the members that have the expertise and skills and could be involved in each step
15.

One step further, related to the establishment of the cluster and the assurance of its members,
is the establishment of a joint company as a legal entity, undertaking activities in the network.
The formation a cluster as a legal entity has the following advantages:

 It can claim national and European funding more easily than the individual partners
 It can utilize existing and specialized human resources as an employer
 It can carry out commercial activity and have greater bargaining power with traders
 Easier management of the governance and issues of the cluster
 It can be competitive in the market
 It can ensure the timelessness and the possibility of extending the Common Brand
 Rights and investments of members are legally safeguarded

In order for a network or a cluster of businesses to be retained and prove successful over time, it
should evolve and transform continuously to be able to align the interests of its members with
market needs and avoid past mistakes. Thus, the cluster must constantly review the vision and
strategy in order to stay innovative. The identification of market failures and the continuous
review and improvement of the targets and action plan are key ingredients for success15,20.
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SECTION 2: THE EU AND INTERNATIONAL EXPERIENCE ON
FOOD INNOVATION AND CLUSTER FORMATION
2.1 European Policies Regarding Clustering

Since the early 1990s, cooperatives are recognized as important arrangements for boosting
productivity and innovation capacity of businesses and create new business structures. Clusters
and networks attract more and more attention from policy makers of the European Union. The
intention to encourage the participation of SMEs business in such formations, at local, national,
European and international level, as well as the cooperation between small enterprises and
higher education and research institutions, is clearly expressed in the European Charter for
Small Enterprises. The European practice has highlighted networking as a key element in the
process of implementation of innovations at a district level or to reach shared goals
(competitiveness, financial sustainability), or to strengthen and reinforce intangible
resources20,23.

Policies and system – cluster development tools in Europe have some common elements, which
are based on the assumption that the clusters are regional business partnerships between
businesses, educational and research institutions, professional associations and local
authorities, in order to enhance entrepreneurship at regional level. The allocation of
responsibilities between national, regional and local agents depends on the structure and
constitution of each country. In general, the cluster policy develops by national authorities in
collaboration with the regional or local authorities, which have better knowledge of the local
economic and social environment 15,18.

The tools and policies proposed by the European Union have as main objectives the clustering of
substantial number of companies and related organizations (academic, professional, public),
importing media into the acceleration phase, attracting innovative businesses in remote areas
and enhancing the profile of the region within countries and internationally. To achieve the
above objectives, the national authorities offer guidance on operational matters and apply
strategic clustering policies at the regional level. These policies include the design and
management activities to the direction of research on topics with great growth potential and
interest from the market. In the framework of the promotion of clustering, the national
authorities ensure the development of cooperation of regional SMEs with research entities, for
purposes of knowledge transfer, as well as the organization of training programs on issues
relating to business activities of clusters and more broadly, programs relating to the use of
technologies and cooperation development15.
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2.2 EUROPEAN FOOD CLUSTERING INITIATIVES

2.2.1 ETP “Food for Life”

The importance of the food & drink sector for the European Economy is now clear, leading the
EU community to the design and implementation of initiatives and schemes for promoting
innovation and development within the sector. The agro-food sector is today the largest
manufacturing sector of the European Union, counting over 287,000 companies, out of which
99.1% are SME’s.

European Technology Platforms (ETPs) are industry-led, public or private partnerships
encouraged by the European Commission to drive innovation and unite stakeholder
communities in reaching strategic research objectives of key European industry sectors. The
main goals of the ETPs are to strengthen the European innovation process, improve knowledge
transfer and stimulate European competitiveness across the food chain.

ETP ´Food for Life´ was created in 2005 under the auspices of the Confederation of Food and
Drink Industries of the European Union (CIAA), addressing innovation in the agro-food sector,
which is the largest manufacturing sector within the EU. CIAA has been renamed
FoodDrinkEurope in June 2011, which is the trade body representing the interests of food and
drink manufacturers at the EU level.

Since its establishment the ETP ´Food for Life´ has forged strong links with industry, academia
and researchers in order to prioritise the major research needs for the EU food and drink
industry. The ETP ´Food for Life´ represents a unique opportunity for all stakeholders in the
European food chain to increase their competitive strength and to safeguard the continued well-
being and welfare of consumers across Europe.

FoodDrinkEurope supports SMEs of the sector and aims to develop the competitiveness of
Europe’s food and drink industry by:

 Simplifying policies
 Reducing administrative burdens in food science, health and nutrition, competitiveness

and environmental sustainability
 Improving access to finance
 Developing research programmes
 Facilitating SME access to international markets

FoodDrinkEurope works on behalf of SME’s to improve their competitiveness, enhance their
innovative capacity and ensure compliance with food regulations and strict EU environmental
regulations.
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2.2.1.1 FoodDrinkEurope’s priority axes

Food Safety & Science

Food safety is the food and drink industry’s number one priority. FoodDrinkEurope and its
members have extensive processes in place to ensure all products on the market meet the
highest food safety standards, based on sound science. In February 2013, FoodDrinkEurope
launched its “Guidance on Food Allergen Management for Food Manufacturers”, which by
harmonising and disseminating good practice, ensures a consistent understanding of, and
approach to, managing allergens and certain food causing intolerances to a high standard
throughout the European food industry. FoodDrinkEurope also runs its own incident
management system to respond to emergencies. This includes monitoring the European
Commission’s “Rapid Alert System for Food and Feed (RASFF)”, a tool to exchange information
about measures taken in response to serious risks detected in food or feed.

R&D and Innovation

To encourage research in the industry, FoodDrinkEurope continues to communicate its priorities
for the “Seventh Framework Programme” (7FP). In particular, FoodDrinkEurope would like to
see a mechanism with which to finance regional, national and European research infrastructure.
Building on existing structures, this mechanism should aim to deliver a more business- and
research-friendly framework for the industry.

Innovation is central to facilitating market access for novel foods and engendering greater
consumer choice. New or improved products and processes should always be based on the best
available science, regulatory compliance and consumer demand. In relation to this,
FoodDrinkEurope calls on the European Commission to come forward with a revised Novel
Foods Regulation as soon as possible as the current regulatory framework creates a bottleneck
to innovation. It results in reduced investment in R&D and innovation due to unpredictable
approval procedures and returns on investment. A new framework should also benefit
manufacturers with limited research and innovation capacities, i.e. the 310,000 food and drink
companies, 99.1% of which are SMEs.

The ETP “Food for Life” brings together stakeholders from across the food chain to promote
research opportunities and improve knowledge transfer (particularly to SMEs) across
Europe. FoodDrinkEurope also participates in several projects, for example the “NU-AGE” which
aims to develop new strategies, for instance studying how diet can prevent cognitive functions
from declining with age, in order to extend the average life span for Europe’s increasingly ageing
population. It is also working on the “Prometheus” project, running from 2011 to 2014, which
aims to reduce consumer exposure to food contaminants, formed during food processing,
without impacting on the food's quality or reducing its microbiological safety. The project should
help the industry to innovate by implementing new technologies.



23

Nutrition & Health

Improving nutrition and health is a major challenge for society as a whole, influenced by a
number of socio-economic and environmental factors, and there are a number of tools, which
the food and drink industry can use to address this. These range from changing the nutritional
content of food to providing clear and concise information on pack. Overall, the industry aims to
provide consumers with the information to make suitable choices for a balanced diet and
healthy lifestyle.

Bringing together a wide range of stakeholders, the EU Platform for Action on Diet, Physical
Activity and Health (DPAH) aims to promote balanced diets and healthy lifestyles on a voluntary
basis. As a founding member, FoodDrinkEurope is an active participant, engaging in concrete
actions designed to curtail or reverse current trends in obesity and other chronic diseases. In
2010, Platform members submitted 140 commitments, 65 of which were pledged by
FoodDrinkEurope and its members. In particular, FoodDrinkEurope and its members are
committed to rolling out the voluntary nutrition labelling scheme, Guideline Daily Amounts
(GDAs), one of the most ambitious steps taken by a Platform member to date. FoodDrinkEurope
is committed to continuing their efforts to achieve tangible results.

Environmental Sustainability

Food and drink companies can play a major role in ensuring the sustainability of the food supply
chain, hence FoodDrinkEurope is committed to supporting sustainable practices to protect and
promote natural resources. It is also committed to working in partnership to develop uniform,
science based methodologies to assess a food or drink product’s environmental impact, asking
how this can be best communicated to the consumer. In particular, FoodDrinkEurope promotes
practices for reduction the EU food and drink industry’s greenhouse gas emissions, encourages
the use of energy efficient technologies, such as cogeneration or combined heat and power
(CHP) and promotes practices to reduce food waste by using them as renewable energy sources.
The industry also realises the need to protect and, where possible, improve biodiversity.
FoodDrinkEurope looks to encourage best practices worldwide, for example through
the “Sustainable Agriculture Initiative” (SAI) Platform. It is also a member of the “Biodiversity @
Business Platform”, bringing business together to share their experiences along the food chain.

FoodDrinkEurope is a founding member of the “Sustainable Consumption and Production Round
Table” (SCP RT) which brings together key stakeholders along the food chain, working towards
uniform, science-based impact assessment methodologies in order to provide consumers with
reliable and uniform information on a product’s environmental impact. At the moment, diverse
methods are used to assess different environmental factors (such as a product’s carbon
footprint), and these competing schemes can undermine environmental impact, create
consumer confusion, reduce consumer trust, increase costs along the food chain and introduce
barriers to the single market and international trade.
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Competitiveness

The food and drink industry is the largest manufacturing sector in the EU in terms of turnover
and employment and, as such, it is a major contributor to the EU economy. FoodDrinkEurope
works within broad parameters under science, nutrition and health, and environmental
sustainability, in order to facilitate an environment in which all European food and drink
companies, regardless of size, can become more competitive.

In order to sustain the industry’s competitiveness, Europe’s food and drink manufacturers need
a sufficiently flexible and business-friendly framework in which to operate. FoodDrinkEurope
calls for an integrated industrial policy, improving relations along the food chain, and for the
completion of the single market, removing barriers to the free movement of food and drink
products.

FoodDrinkEurope works within the “High Level Forum (HLF) for a Better Functioning Food
Supply Chain”, established in July 2010. The HLF builds on the High Level Group (HLG) on the
Competitiveness of the Agro-Food Industry, bringing together stakeholders across the food
chain to assist the European Commission in implementing the “HLG’s 30
recommendations” and developing an integrated industrial policy across the food chain as a
whole.

2.2.2 European Union Support

The European Union provides support to European SMEs. This is available in different forms
such as grants, loans and, in some cases, guarantees. Support is available either directly or
through programmes managed at national or regional level, such as the European Union’s
Structural Funds. SMEs can also benefit from a series of non-financial assistance measures in the
form of programmes and business support services.

2.2.2.1 Thematic funding opportunities

This funding is mostly thematic with specific objectives - environment, research, education -
designed and implemented by various Departments of the European Commission. SMEs or other
organisations can usually apply directly for the programmes, generally on condition that they
present sustainable, value-added and trans-national projects. Depending on the programme,
applicants can also include industrial groupings, business associations, business support
providers and/or consultants.  Co-funding is the general rule: the support of the European Union
usually consists of subsidies which only cover part of the costs of a project. Some of the
thematic funding schemes that could support SME’s from the agro-food sector are:

LIFE + (Environment, energy and transport)

The LIFE+ programme is divided into three strands:
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 Nature and Biodiversity
 Environment Policy and Governance
 Information and Communication

The budget for LIFE+ was €2.1 billion for the period 2007-2013.

Competitiveness and Innovation Framework Programme (CIP)

The “Competitiveness and Innovation Framework Programme” (CIP) is a coherent and
integrated response to the objectives of the renewed Lisbon strategy for growth and jobs.
Running from 2007 to 2013, it has a budget of approximately €3.6 billion. As regards
environment and energy concerns, the CIP comprises:

 An Entrepreneurship and Innovation Programme (EIP) with an eco-innovation part, to
which approximately €430 million has been allocated. The aim is to tap the full potential
of environmental technologies to protect the environment, while contributing to
competitiveness and economic growth;

 An Intelligent Energy Europe Programme (IEE) to which approximately €727 million has
been allocated. The Intelligent Energy-Europe Programme includes actions to increase
the uptake and demand for energy efficiency, to promote renewable energy sources
and energy diversification, and to stimulate the diversification of fuels and energy
efficiency in transport;

 An Information and Communication Technologies Policy Support Programme (ICT-PSP),
with a budget of approximately €730 million. Funding goes mainly to pilot actions,
involving both public and private organizations. These aim to stimulate innovation and
competitiveness through the wider uptake and best use of ICT also regarding energy
efficiency and smart mobility.

Marco Polo II (2007-2013)

The Marco Polo Programme aims to reduce road congestion, to improve the environmental
performance of the freight transport system within the Community and to enhance
intermodality, thereby contributing to an efficient and sustainable transport system. To achieve
this objective, the Programme support actions in freight transport, logistics and other relevant
markets, including motorways of the sea and traffic avoidance measures. The programme had a
budget of €450 million for the period 2007-2013.

Innovation and Research

The 7th Framework Programme for research and technological development (FP7) pays special
attention to the SMEs through its different programmes: “Co-operation” (circa €32.3 billion),
“Ideas” (circa €7.5 billion), “People” (circa €4.7 billion) and “Capacities” (circa €4 billion).
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SMEs are actively encouraged to participate in all research actions. The involvement of SMEs in
Joint Technology Initiatives (JTIs) is also encouraged wherever such activity is considered
appropriate. Just like any other organisation, research teams from SMEs can compete on the
basis of excellence.

Greater attention is directed towards encouraging increased SME participation under “Industry-
academia partnerships and pathways”. “Research for the benefit of SMEs” aims to strengthen
the innovative capacity of European SMEs and their contribution to the development of new
technology-based products and markets. The indicative budget for the SME specific actions is
circa €1.3 billion.

EUREKA – A Network for market oriented R&D

Eureka is a pan-European network for market-oriented, industrial R&D organisations, which
supports the competitiveness of European companies by creating links and networks of
innovation throughout 36 countries. EUREKA offers project partners rapid access to a wealth of
knowledge, skills and expertise across Europe and facilitates access to national public and
private funding schemes.

In addition to this, EUREKA's Eurostars Joint Programme provides finance tailored to the needs
of small firms, supporting their participation in international projects in the fields of research
and innovation.

Education and training – Integrated Action Programme in Lifelong Learning

The Integrated Action Programme in Lifelong Learning for the 2007-2013 period covers four
specific programmes:

 COMENIUS for general education activities concerning schools up to the end of the
upper secondary level;

 ERASMUS for education and advanced training activities at a higher education level;
 LEONARDO DA VINCI for all other aspects of vocational education and training;
 GRUNDTVIG for adult education.

The ERASMUS programme provides practical and financial assistance for new entrepreneurs
who wish to spend some time in an enterprise in another EU country and thus learn from
experienced entrepreneurs. The objectives are to exchange ideas, experience and information
between entrepreneurs, to enhance market access and to identify potential partners for new
businesses in other EU countries.

The LEONARDO DA VINCI programme is of most direct relevance to enterprises, since it supports
innovative trans-national initiatives for promoting the knowledge, aptitudes and skills necessary
for successful integration into working life and the full exercise of citizenship.
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2.2.2.2 Structural funds

Structural Funds are designed to help reduce disparities in the development of regions, and to
promote economic and social cohesion within the European Union. The European Commission
therefore co-finances regional projects in the Member States. Nevertheless, it is important to
stress the fact that direct aid to SMEs to co-finance their investments is only possible in the
economically less developed regions (the co-called “convergence” regions). In other regions,
priority has been given to actions having a high leverage effect (e.g. entrepreneurship training,
support services, business incubators, technology transfer mechanisms, networking, etc.), as
opposed to direct aid to individual SMEs.

For the period 2007-2013 the strategy and resources of cohesion policy were grouped into three
priority objectives:

 Convergence: to speed up the economic convergence of the less developed regions
(81.54% of the budget);

 Regional competitiveness and employment: to strengthen regional competitiveness and
attractiveness and help workers and companies to adapt themselves to economic
changes (15.94% of the budget);

 European territorial co-operation: to strengthen cross-border, transnational and
interregional co-operation (2.52% of the budget).

European Regional Development Fund

The ERDF is the largest Community financial instrument benefiting SMEs. Its aim is to reduce
disparities in the development of regions and to support social and economic cohesion within
the European Union. In order to strengthen the creation and competitiveness of SMEs, the ERDF
co-finances activities in a broad range of areas:

 Entrepreneurship, innovation and competitiveness of SMEs
 Improving the regional and local environment for SMEs
 Interregional and cross-border co-operation of SMEs
 Investment in human resources (along with funding from the European Social Fund).

Unlike many other EU funding sources, ERDF programmes are not directly managed by the
Commission but by national and regional authorities.

European Social Fund

For the period 2007-2013, the European Social Fund provides support for anticipating and
managing economic and social change, with a number of opportunities for supporting SMEs. The
four key areas for action under the “Regional competitiveness and employment” objective are:

 Increasing adaptability of workers and enterprises;
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 Enhancing access to employment and participation in the labour market;
 Reinforcing social inclusion by combating discrimination and facilitating access to the

labour market for disadvantaged people;
 Promoting partnership for reform in the fields of employment and inclusion.

In the least prosperous regions, the Fund concentrates on promoting structural adjustment,
growth and job creation. To this end, under the “Convergence” objective, the ESF also supports:

 Efforts to expand and improve investment in human capital, in particular by improving
education and training systems

 Actions aimed at developing institutional capacity and the efficiency of public
administrations, at national, regional and local level.

Rural Development Fund

The Rural Development Fund for the period 2007-2013 focuses on three thematic axes:

 Improving competitiveness for farming and forestry;
 Environment and countryside;
 Improving quality of life and diversification of the rural economy.

A fourth axis also introduces possibilities for locally based bottom-up approaches to rural
development.

2.2.2.3 Financial instruments

Most of the financial instruments are only available indirectly, via national financial
intermediaries. Many of them are managed by the European Investment Fund.

Competitiveness and Innovation Framework Programme (CIP)

Under the Competitiveness and Innovation Framework Programme (CIP), €1130 million has
been allocated for financial instruments for the period 2007-2013. These are organised under
three schemes, which are managed on behalf of the European Commission by the European
Investment Fund (EIF):

 The High Growth and Innovative SME Facility (GIF) aims to increase the supply of equity
for innovative SMEs both in their early stages (GIF1) and in the expansion phase (GIF2).

 The SME Guarantee Facility provides additional guarantees to guarantee schemes, in
order to increase the supply of debt finance to SMEs.

 A Capacity Building Scheme supports the capacity of financial intermediaries in some
Member States.

Joint European Resources for Micro and Medium Enterprises (JEREMIE)
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JEREMIE is a joint initiative of the European Commission and the European Investment Fund
with the European Investment Bank. It aims to improve access to finance for micro to medium
sized Enterprises and in particular the supply of micro-credit, venture capital finance or
guarantees and other forms of innovative financing. Special emphasis is given to supporting
start-ups, technology transfer, technology and innovation funds and micro-credit.

Joint Action to Support Micro-finance Institutions in Europe - JASMINE

JASMINE is a joint initiative of the European Commission and the European Investment Fund
together with the European Investment Bank, and complements the JEREMIE initiative. It aims
to develop the supply of micro-credit in Europe by means of two main actions: by providing
technical assistance to micro-finance institutions in order to help them to be credible financial
intermediaries and to obtain capital more easily; and by financing the activities of non-bank
financial institutions to enable them to make a higher number of loans. The aim of the
programme is to improve the access to finance of small businesses, unemployed people, or
people not currently in employment who would like to become self-employed but who are
unable to access traditional banking services.

European Investment Fund (EIF) own investments

The EIF’s activity is based on two instruments:

 EIF’s venture capital instruments consist of capital investments in venture capital funds
and business incubators that support SMEs, particularly those that are newly created
and technology-oriented.

 EIF’s guarantee instruments consist of providing guarantees to financial institutions that
cover credits to SMEs.

2.2.2.4 Support for the internationalisation of SMEs

These generally consist of assistance to intermediary organisations and/or public authorities in
the field of internationalisation, in order to help SMEs to access markets outside the EU.
Through these programmes, the European Commission provides indirect funding to SMEs by
facilitating access to loans, leasing and equity operations, through cooperation with
international financial institutions (the EIB and EBRD).

The instrument of Pre-Accession Assistance (IPA)

The Instrument of Pre-Accession Assistance (IPA) is made up of five different components:

 Assistance for transition and institution building
 Cross-border cooperation
 Regional development
 Human resources
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 Rural development

The European Neighbourhood policy

The aim of the European Neighbourhood policy is to establish a privileged collaboration with the
EU neighbours through a deeper political relationship and economic integration. A total of
sixteen neighbour countries benefit from this policy.

Under this framework, there are several initiatives addressed to SMEs:

 The Neighbourhood investment facility (NIF), which supports, among others, the
private sector particularly through risk capital operations targeting SMEs.

 The “East-investment” programme, the objective of which is to support the economic
development of the region and the improvement of its business environment. The
programme supports SMEs in their internationalization process, improving their
networking and encouraging their trade development.

European Bank for Reconstruction and Development programmes

 Financial support: EU/EBRD SME Finance facility, provides financing to SMEs in 11
countries in central Europe, including EU accession states and new member states.

 Non financial support: TAM and BAS programmes. Through TAM (Turn Around
Management) and BAS (Business Advisory Services) programmes, the EBRD helps
private enterprises to adapt to the demands of market economy and contributes to the
development of small and medium-size enterprises. The first programme focuses on
managerial and structural changes within companies, providing advice from experienced
executives, whereas the second one supports short-term initiatives and develops a
sustainable infrastructure for local business advisory services.

2.2.3 Enterprise Europe Network

The Enterprise Europe Network is the largest European business support and innovation
network providing integrated high quality services for the benefit of SMEs. The network's
mission is to provide integrated information, business co-operation, innovation and technology
transfer services in support of small businesses and innovative SMEs.

One of the network's core activities is informing enterprises about EU legislation, programmes
and funding opportunities as well as providing feedback from SMEs to the Commission to ensure
that future legislation responds to SME needs. Network members have expertise in areas of
specific interest to companies such as: public procurement, business co-operation, financing,
innovation, technology transfer, market research and Intellectual Property Rights.

Network members also help companies to apply for EU Research projects and fulfill
administrative formalities. They have direct access to the European Commission and are
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supported by dedicated staff in the Executive Agency for Competitiveness and Innovation in
Brussels, assisting them in answering the most complex questions.

Information is also provided to companies through awareness-raising activities and a range of
publications offered in local languages. The Enterprise Europe Network also supports innovation
by providing brokerage services for technology and knowledge transfer. It also supports
partnership-building activities between all kinds of innovation actors and it is engaged in
disseminating information related to innovation issues and in exploiting research-based
technologies. They operate a partnership database with more than 12.000 offers and request
for cooperation.

Regardless of what stage of a business cycle a company is in or what level of familiarity it has
with European affairs, the Enterprise Europe Network can help. It helps companies to take
advantage of business opportunities and can expose them to European and international
markets through its partners in 47 countries. The Enterprise Europe network has nearly 600
offices spread across Europe and in Third Countries. These include all EU Member States,
Candidate Countries, Associated Countries to the Competitiveness and Innovation Programme,
members of the European Economic Area, and major economic areas such as China, Russia,
South-Korea, Mexico and the US.

2.3 Examples of agro-food Clusters in Europe

Europe has a plethora of examples of clusters and business networks to present. Specifically for
the agro-food sector, the European Union's effort is the development of international
partnerships between existing clusters in the field, through special funding programs.

The Food Valley, in the Netherlands, stimulates innovation in the Dutch agro-food sector, with
demand as the driving force. The operating principle of the cluster is to meet the needs
expressed by the business community. Connecting knowledge to entrepreneurship, the Food
Valley ensures that the wealth of expertise in the food sector in the Netherlands harnessed to
the full. The cluster is based in Wageningen, where he is the greatest experience and expertise
in the agri - food sector, but serves the whole country and has connections with the
international market through various collaborations with European partners and with partners
in Japanxxiv.

The Øresund Food Network, contributed greatly to the development of cooperation between
Danish and Swedish research. It provides a network for the exchange of knowledge and access
to research, provides opportunities for collaborations, supports innovation and helps to exploit
new ideas, organizes seminars and workshops, locates and organizes research programs and
transmits information. The result of the synergy between research groups in universities and
industry has resulted in new knowledge and the development of new innovative products,
processes and services, and businessesxxv.
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The Munster Food cluster in Ireland includes foods such as dairy products and food ingredients.
This cluster is dominated by a relatively large group of Irish agri-businesses, which are supported
by special educational facilities of Cork University, as well as special food research facilities run
by the national authorities. The grouping of industries is based on geographical data.

2.3.1 Food Valley NL

Food Valley is a region in Wagenigen, Netherlands where international food companies,
research institutes and research centre are concentrated, combining knowledge and
entrepreneurship to cultivate a fertile environment for innovation. Within this region, the Food
Valley Organization aims to create conditions so that food manufacturers and knowledge
institutes can work together in developing new and innovating food concepts. Since 2004, Food
Valley NL has been promoting the innovativeness of Dutch companies by fostering cooperative
links between business, knowledge institutions and government. The great variety of activities
that Food Valley NL organizes in cooperation with partners creates a fertile ground for further
innovation.

The Food Valley area is today the home of a large number of food multinationals and employs
about 15,000 professionals in food related sciences and technological development, while far
more are involved in the manufacturing of food products. Food Valley is an excellent example of
agro-food business networking and is intended to form a dynamic heart of knowledge for the
international food industry.

Objectives: Food Valley NL has many years of experience building innovation oriented networks
and assembling (inter)national innovation clusters consisting of businesses, academic
institutions and government agencies. As an organization it aims to give substance to the
concept of an international food community. In this frame work, the Food Valley’s core activities
revolve around two main objectives:

 Raising the Dutch agro-food sector’s profile by
o promoting new business, spin-offs and start-ups
o promoting R&D with a business focus
o creating maximum synergy between business, research and innovation
o reinforcing contacts within the food community

 Promoting the Network internationally by
o reinforcing the international network through the members of the food

community
o forming international partnerships and alliances
o creating international ambassadors for the network and its members
o participating in global food exhibitions
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Knowledge & Innovation: Food Valley NL stimulates innovation in the Dutch agro-food sector,
with demand as its driving force. By partnering knowledge with enterprise, Food Valley ensures
the wealth of food expertise in the Netherlands is put to optimal use.

Food valley fosters innovation by:

 Bringing together businesses and research institutes in goal-oriented clusters
 Assisting entrepreneurs in writing project proposals and help procure available funding
 Receiving Dutch and foreign visitors and matching them up with potential business

partners or knowledge suppliers
 Helping individual food companies with their innovation questions by putting them in

touch with the right research institutes and their partners via our Innovation Link.
 Encouraging the development of spin-offs and start-ups, for instance via Food Valley

Consortium.
 Supporting the establishment of new food companies.

PARTNERSHIPS
Agro-food Sector Partnerships Knowledge providers Partnerships

Dutch partners

 Oost NV and Syntens
 TIFN (Top Institute Food

& Nutrition)
 FND (Food & Nutrition

Delta)
 First in Food
 Food Connection Point
 Innofood

Educational Centres –
Universities

 Wageningen University &
Research Center
(Departments:
Agrotechnology & Food
Innovations, Animal
Sciences, Plant Sciences)

 Top Institute Food &
Nutrition

 Van Hall Larenstein,
University of Applied
Sciences

 Groenhorst College
 Internationale Agrarische

Hogeschool Larenstein

International
partnerships

 European Food Alliance
(EFA)

 Food Innovation Network
Europe (FINE)

 FoodSpot
 Øresund Food
 Japan

Research Centers

 Wageningen University &
Research Center

 BioPartner Center
Wageningen

 Centre for BioSystems
Genomics

 Kluyver Centre for
Genomics of Industrial
Fermentation

 NIZO food research
 TNO Quality of Life
 Aequor
 DSM Solutions
 HAN BioCentre
 HAS Kennistransfer
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Business Support: Food Valley NL is dedicated in assisting Dutch businesses of the agro-food
sector to identify relevant sources of knowledge, information and partnership. Joining the Food
Valley Network comes with numerous benefits for a struggling existing or start-up company of
the sector, nationally and internationally. The Food Valley NL constitutes a cluster with
international knowledge in the agro-food and life sciences fields. Within its core activities, it
introduces entrepreneurs to research institutes, governments and with each other to exchange
knowledge and resources.

Joining such a network, an agro-food business immediately:

 gains access to knowledge related with new technologies, food products and major
exports

 gains direct access to the European markets
 gains access to knowledge and technology of renowned organizations that have

important branches in the Food Valley region, such as Heinz, Unilever, Nestlé etc
 gains access to knowledge from larger European or international networks such as the

European Food Alliance
 gains access to national and international matchmaking & technology scouting resources
 gains access to governmental and non-governmental funds and in touch with

international investors

Especially for business start-ups, the Food Valley NL helps starting entrepreneurs in starting a
technology and knowledge-intensive company, by assisting with their initial funding, by
providing active support in patent requests and by providing access to technology, equipment
and facilities. Furthermore, the network helps with increasing brand awareness, promotes in
international markets and international investors and matches the business with known
technological counterparts in the Netherlands and abroad.

Key Findings: Food Valley‘s activities focus around two main objectives:

 Supporting member companies
 Promoting the Dutch agro-food sector in foreign markets

Based on an integrated network of international food companies, research institutes and
research centers, Food Valley combines knowledge and entrepreneurship to cultivate a fertile
environment for innovation.
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Food Valley provides substantial support to member businesses not only by assisting with
project proposals or funding opportunities, but most importantly by bringing together
businesses to exchange knowledge, by matching businesses with potential foreign partners and
knowledge suppliers and by putting businesses in touch with the right research institutes to
promote innovation.

Τhe concept of Food Valley alone is challenging for businesses of the sector and it provides
initiatives for innovation and development.  Which agro-food business wouldn’t want to belong
to a network where instead of competing with large multinationals, they could actually learn
from them? Which agro-food business wouldn’t wish on an easy way to access knowledge and
technology resources?

However, Food Valley’s distinctive characteristic that makes it differ from other similar
organizations, is the importance given in activities to promote the network internationally by
forming international partnerships and alliances, by creating international ambassadors for the
network and its members in Europe and in the rest of the world and by participating in global
food exhibitions and major events. Thus, member businesses are given the opportunity to
access knowledge from larger European or international networks such as the European Food
Alliance and to directly approach European and foreign markets with strong collective strategic
marketing.

Conclusions: Food Valley NL is a most shining example of what a business network can offer to
an SME. The “secret” behind Food Valley’s success is simply the change of mindset amongst
competitors towards understanding the advantages of collectively facing problems and
challenges, of using common infrastructure and resources and of sharing experiences instead of
exchanging crossfire. Leaving behind locality and small competition and working with a
collective strategy to penetrate foreign markets always ends up in the benefit of all.

Overlapping Relationships:

 Between businesses
 Between businesses and

knowledge suppliers
 Between businesses and funding

organizations
 Between businesses and

International partners

Food Valley acts as the coordinator of
interactions
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2.3.2 Critt Argoalimentaire

“CRITT Agroalimentaire Provence Alpes Côte d’Azur” was created in the late 70’s by the French
food processing industry and is since a dedicated tool for innovation and technology transfer on
food industry in south west of France. CRITT has close links and cooperation with more than 500
food firms in the region and works with more than 200 firms each year.

With an experience of more than 20 years in French and European agro-food sector and a
national network of expertise and contacts, CRITT today counts 170 members, 7 specialist
engineers, 1000 listed establishments and 1500 registered competence centers.

Vision & Objectives: The purpose of an interface centre such as Critt Agroalimentaire is to help
companies determine their requirements and participate in the development of their activities
through innovation and technology supported by competence networks. The provided services
are altered to suit each company, are global in approach and take account of the disciplines that
accompany technological development: transfer, marketing, project management, company
strategy, regulations, technology watch, etc. CRITT’s objective is, therefore, to closely work with
companies to raise their level of technology in order to achieve better economic, social and
environmental performances.

CRITT specializes in innovation and technology transfer, industrial performance, nutrition and
health, food safety and traceability, environment and biotransformation. The advisory services
provided to companies aim to:

 Help formalize technological problems (diagnosis)
 Provide support during the financial formalization of projects and identify possible

additional resources (planning - financing)
 Identify and link to the most suitable competence centers (knowledge transfer)
 Provide direct technical or advisory services (implementation - support)
 Strengthen the skills of the company’s workforce (evaluation systems)

Knowledge & Innovation: CRITT leads and develops different actions to improve economic
development of French food industry such, to tighten the link between industry and research, to
transfer new technologies (process and product) into the industry and to improve industrial
performance in food processing. CRITT has developed a strong network that allows French agro-
food member companies access to knowledge, technology, funding, training, human capital,
local and European markets.

PARTNERSHIPS
Agro-food Sector Partnerships Knowledge providers Partnerships

State
 Region Provence Alpes Côte

d'Azur
 Ministry Delegate Research

Public Organizations
 AFSSA - French Agency for

Sanitary Safety of Products
 Anvar - French Innovation
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and New Technologies
 Ministry of Agriculture, Food,

Fisheries and Rural Affairs
 Environment Agency and

Energy Management
 European Committee

Agency
 CRAM - Regional Health

Insurance Fund
 DGCCRF - Directorate General

for Competition, Consumption
and Fraud

 DSV - Department of Veterinary
Services

Research
Centers

 ACTIA - Association of Technical
Coordination for Food Industry

 TRIAL - CRITTs Food Languedoc-
Roussillon

 CRITTs - Food Poitou-Charentes
 CASIMIR - CRITTs Food Auvergne
 PEA CRITTs - CRITTs Food

Rhône-Alpes
 CTCPA - Technical Centre for the

Conservation of Agricultural
Products

 CTIFL - Interprofessional
Technical Centre for Fruit and
Vegetables

 Maison de l'alimentation

Transport
organizations

 Agroparc
 Méditerranée Technologies
 Toulon Var Technologies
 Valuation Association Nutrition

Mediterranean
 The CCI (Chamber of Commerce

and Industry)
 The incubators and incubators
 RTD (Technological Development

Network)

Educational
Centers

 School of Mines Ales
 ENSBANA
 ENSIA
 IRA
 ISEMA
 IUP Avignon
 IUP Marseille

Training Centers

 AGEFAFORIA
 PACA IFRIA
 UESS (European University of

Flavours and Fragrances)

Topic Restraints/Challenges Provided Services

Performance

 Reduced profit margins
 Increased expenditure

(costs of raw materials
and energy, motivation
of personnel concerning
quality problems, etc.)

 Reduction in the added
value offered by the
company

Support in projects:
 Overall restructuring of the company
 Search for partners and expertise
 Implementation of industrial planning
 Implementation of production cost calculation
 Specific solutions to meet your expectations
Helps businesses:
 Restructure their project management
 Implement performance tools

Safety &
Traceability

 Regulatory constraints
and growing demands
of large-scale
distribution make
mastery of food safety a
major concern for agro-
food businesses

Support in projects:
 Specific training requirements
 Diagnosis and inventories
 Individual support
 Contact with competence centers
Provides tools:
 Legislation watch tailored to requirements
 Panel of auditors from various disciplines in partnership

with the FRCA
 Conferences with the participation of recognized

scientific experts
 Training given by technical experts

Nutrition &
Health

 A trend that cannot be
ignored

Support in projects:
 Assistance with definition of a nutritional strategy
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 Blooming nutrition-
health market

 Support for development of new products
 Production of a nutritional specification
 Formulation: Assistance with development of recipes

that comply with the company’s specifications using
nutritional simulation software

 Nutritional communication: Assessment of the
marketing of your product by nutritional audit and
pertinent nutritional communication

Offers expertise related with:
 Nutritional audit
 Increasing awareness for techniques and/or marketing

in nutrition/health for an overview of the market and
business sector

 Strategic positioning of a small or medium-sized
business on the Nutrition-Health market

 Development of a range of freshly cooked, balanced
dishes

 Development of nutritional labelling & production of
nutritional labels that comply with regulatory
requirements for export

 Increasing the value of products by means of nutritional
communication in compliance with regulations

Environment  Regulatory constraints

Support in projects:
 Gain value from waste products
 Solutions to optimize treatment and recycling as energy

or raw materials.
 Save resources: rationalize the use of water and energy

and make savings
Helps businesses:
 Identify needs in areas such as: energy, water, waste or

effluent
 Make a diagnosis to identify sources of costs and the

steps to be taken. Determine a plan of action
 Find funding for implementation

Biotransformation
 Blooming market of

biological products
 Market potential for

significant growth

Support in projects:
 Creation of a range of biological products
 Sourcing raw materials
 Adaptation of industrial processes
 Search for partners and expertise
 Regulatory and technical information
Helps businesses:
 Identify needs and definition of plans of action
 Compilation of financial dossiers (tangible and

intangible investments)
 Group support (training, technical conferences, etc.)
 Contact with competence networks: certification

bodies, consultants, technical centers, suppliers, etc.

Business Support: CRITT provides substantial support to member agro-food companies by
addressing their biggest challenges and problems. CRITT can address performance problems,
safety and traceability challenges, nutrition and health issues, environmental and
biotransformation challenges. The provided services of CRITT are presented in more detail in the
table above.
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Key Findings: CRITT focuses mainly in helping member companies to first determine their actual
needs and design development plans to innovate using the support of competence networks.
The advantage of CRITT as an organization is its strong support team, ready to – not only
provide guidelines, but – to actively participate in all stages of the development of each and
every one of its member. CRITT works with the businesses through setting goals, planning
actions and activities, finding financing resources and knowledge suppliers, leading them step by
step to implementing and even monitoring the strategic plan. For all the above-mentioned
reasons, CRITT has created a network of partners from all the necessary sectors needed to
effectively support its members such as Universities and research centers, training centers,
governmental and non-governmental organizations, logistic companies etc. Based on a team of
highly qualified and experienced scientists, CRITT can assist with project management, company
strategy, restructuring and re-engineering, production and formulation, technology watch,
monitoring shifting regulations and legislation, training, marketing, transporting etc.

CRITT works in a specific pattern from diagnosis, through planning.

 Help formalize technological problems (diagnosis)
 Provide support during the financial formalization of projects and identify possible

additional resources (planning - financing)
 Identify and link to the most suitable competence centers (knowledge transfer)
 Provide direct technical or advisory services (implementation - support)
 Strengthen the skills of the company’s workforce (evaluation systems)

Conclusions: CRITT constitutes an example of a network where all activities and interactions are
defined and coordinated by a central body. It is an excellent example of how a structured
pattern of strategically planned activities can lead businesses of the agro-food sector to
innovation and development. What CRITT actually does is having fail-proof customizable tools
and activity plans, tailoring them on the needs of each business according to their specific need

Centralized Relationships:

 CRITT is the center and acts as the
coordinator of actions

 Overlapping relationships between
center and:

o Businesses
o Knowledge Suppliers
o Funding organizations
o Logistics

 Center decides and brings
parties in touch
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and requirements. CRITT can be an example of strategic planning within a business network;
however the limited interaction between partners can be proved to be a limitation.

2.3.3 Genuss Region Austria

GOURMET REGION AUSTRIA is a registered trademark of Agricultural Austria Marketing and the
Ministry of Life, focusing on promoting the regional agricultural products and specialties to
foreign markets and consumers. It is the culinary top brand in the country, with numerous
activities in the areas of production, tourism, trade and gastronomy.

GOURMET REGION AUSTRIA focuses on informing the public about the specific culinary
offerings in the various regions of Austria, linking food with its regional origin, landscape with
food production, merging region and product into a unique brand, contributing to the increase
of the added value and thus strengthening rural areas. “Region of Delight Austria” stands for top
quality and regional origin and includes only businesses and projects producing high quality and
purely regional products. The Austrian Regions currently participating in the initiative are
Burgenland, Carinthia, Lower Austria, Upper Austria, Salzburg, Styria, Tirol, Vorarlberg and
Vienna.

Mission & Objectives: GOURMET REGION AUSTRIA is a trademark, which shows consumers
which products are regional, agricultural or specialty products on the one hand, and on the
other hand, informs the general public about culinary offers in certain regions of Austria. The
brand aims in promoting regional appreciation, by bringing the consumer closer to the products
of the 116 member culinary regions of Austria. Regional appreciation leads to regional value
creation by adding value to regional products and strengthening regional economy. GOURMET
REGION AUSTRIA also promotes innovation by encouraging continuous improvement of
products and services and by constantly improving the quality of life of the population and the
experience of the guests.

The objectives of the initiative PLEASURE REGION AUSTRIA are defined as follows:

 Make Austria's agricultural production visible to consumers and tourists
 Provide targeted Information about which agricultural commodities are produced and

where in Austria
 Increase cooperation between agriculture, trade, catering and tourism
 Enable shorter transport routes to ensure fresh and value added products
 Create job opportunities in these regions

The GOURMET REGION AUSTRIA promotes a naturally sustainable food economy, supported
through responsibly enjoying high quality regional food and delicacies.
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PARTNERSHIPS

Press & Advertizing

 ÖGZ
 bio - magazine
 BÖG - Best Austrian

hospitality Other Partners

 AGM - ADEG
WHOLESALE MARKET

 GARMIN
 Černýš - Fish &

Delicatessen
 Genuss Krone - AwardsLogistics & Transport

 Handelshaus Wedl
(Trade Wedl)

 Trading house Kiennast-
logistics transport

National Oganizations

 ENU - Energy and
Environment Agency of
Lower Austria

 National Tourism
Organization of Austria

 Gutes Vom (Good Farm)
– Brand of the Austrian
Chamber of Agriculture

Affiliated Organizations &
Initiatives

 Genussland Upper
Austria

 Genussland Carinthia
 So Schmeckt “the

taste” of Lower Austria
 GRM Genussregionen

Marketing GmbH

Business Support: GOURMET REGION AUSTRIA has strict criteria when it comes to joining the
initiative and getting awarded with the brand. The criteria are mostly related with regional and
quality factors and include:

 The region must be geographically defined

 A typical regional product must presented, that is traditionally produced in the region,
while raw materials must also come from the specific region

 The product must have a recognized higher quality (seal of approval or quality mark) or
a specification of the method of production, or undergo standard evaluation

 The product must have protected designations of origin (PDO) or protected
geographical indications (PGI), or should be recognized by the Association of enjoyment
of Region Austria and accredited external inspection body and external control

 The product and raw materials must be produced by several family farms or producers
in the region

 The product and raw materials must belong to the first and second processing stage

 The typical regional specialty is anchored in the gastronomy of the region (usually at
least 5 dining options)

 Alcohol, except for fruit wine, registered brand names and product names that are used
by commercial enterprises and would distort competition will not be considered
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 The marketing of regionally typical specialties is done by businesses within the region

 The region regularly hosts cultural events of national significance around the typical
regional specialty

Genuss Region Austria supports agro-food businesses by supporting regional production and
promoting use of regional resources, aiming for sustainable regional development.

Key Findings: The GOURMET REGION AUSTRIA initiative helps regions sustain their rural quality
and secure their agriculture. The production and consumption of typical regional, high-quality
and healthy food, helps family farms of the regions survive, while assisting in the development
of local economies, by creating job opportunities and by promoting gastronomical tourism. The
"Regions of Delight AUSTRIA" initiative is a further step to strengthen the efficiency and
performance of the regions by emphasizing on the importance of rural areas as a source of our
quality of life.

The GOURMET REGION AUSTRIA in fact constitutes a gastronomic business network which
supports agro-food businesses by supporting regional development. It doesn’t have the typical
business network or cluster structure. More typical networks and clusters concentrate
companies, research institutes and research centers in a specific geographical region, combining
knowledge and entrepreneurship to achieve innovation and promoting use of common
resources and infrastructure to lower costs and achieve economies of scale. In this particular
case, even if the initiative concerns regions of Austria, the concept is far more decentralized.
This is because of the different purpose this network serves. Genuss Region Austria’s purpose is
not to create outgoing channels for Austrian products but to create initiatives for incoming
gastronomical tourism in the country. It doesn’t aim in the development of a specific sector but
in the development of all sectors in a specific region, aiming in the development of the whole
region and community.

The most important finding of the specific Case Study lays in the core objectives of the
GOURMET REGION AUSTRIA initiative: it might be a gastronomic trademark promoting agro-
food products but this is mostly one of its chain reactions which aims to end up in the
development of rural areas of Austria, by taking advantage of its rich cultural and gastronomic
traditions.

Conclusions: GOURMET REGION AUSTRIA operates as an umbrella to foster the development of
all regional businesses by promoting use of regional resources. It doesn’t act as an organization
but as a catalyst in achieving sustainable regional development, incorporating innovation in its
own existence. Without the use of any external knowledge mechanisms, the brand’s nomination
criteria on their own cause a chain reaction that results in regional development by promoting
use of regional recourses alone, by securing quality levels and by strengthening relationships
between producers, processors, retail, hospitality agent and consumers.
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SECTION 3: THE AGROFOOD SECTOR IN THE WELLFOOD
REGION
3.1 Overview & Common Characteristics

3.2 Albania

3.2.1 Food Safety

As a country in transition, Albania is facing serious problems with its national food safety control
systems in terms of legislation, institutional capacity, infrastructure, control and enforcement
and related private investments, which affect real and perceived safety risks for consumers.
Food-borne diseases caused by microbial contamination are one of the major public health
challenges in Albania. Presence of brucellosis has increased significantly, particularly in people,
transmitted through contact with animal tissue or through the ingestion of contaminated
livestock by-products. One of the main problems is brucellosis in small ruminants (sheep and
goat), which is widespread throughout Albania, reaching a prevalence of 10 per cent in several
districts. The uncontrolled non-application of sanitary and quarantine rules, as well as the low
level of cultural and technical education of farmers, and other actors of the value chain, are
some of the main reasons behind this situation.

Therefore, providing indicators of safety (and eventually quality) guarantee to consumers is
essential, particularly in the case of a country like Albania which faces serious problems with
food safety enforcement.  In Albania the system of safety control is still ineffective and relevant
legislation is largely not enforced. All waste is still dampened in the environment, in the sewage
system or in normal landfills while the present locations of the live animal markets are not
appropriate in most cases.

Despite that safety conditions of lamb meat commerce are not ideal in Albania, most consumers
are happy with the level of safety. However, other consumers are not satisfied and would
probably benefit from the assurance of a higher food safety. These consumers appear to adopt
different strategies to reduce the risk, and use different safety cues, loyalty to the same retailer
may be adopted as a substitute of a safety certificate, and vice-versa. Females with lower
education levels and income, and men with university education as well as lower education,
place more trust in the local retailer and producer. Both female consumer groups (who also
mostly cook in the Albanian society) are less happy about the quality of food and are more
concerned about safety as compared to the male counterpart – the cluster of educated females
are even more concerned (almost half do not consider meat as safe). Females with university
education and higher income tend to trust more in the formal institutional food safety system.

It is advisable that a more efficient and trusted signal of safety (and quality) is made available
particularly for the consumer groups concerned about current meat safety. While government
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should strengthen public food safety monitoring and implementing capacities, producers could
consider embracing safety and quality branding and certification schemes. It is also necessary to
promote consumer awareness for issues related to food safety, especially in regards to the meat
chain while collaborating closely with food producers and retailers. In fact, food retailers present
a marketing channel with a higher reputation and should allow the transfer of information
about meat safety to be more effective. Communication through media, although very
important for shaping consumer awareness in regards to safety towards fresh meat, may have a
negative influence on consumer behaviour increasing the health consciousness, emphasizing the
misperception of health risks and reducing the consumption. On the other side, personal
communication from retailers is expected to enhance the positive meat-attribute perception
scores, while not boosting the health concern and the consumption behavioural intention
toward meat.

3.2.2 Organic Agriculture

Albania has favourable climatic conditions for a wide range of agricultural products including
organic products. However, organic farming in Albania is still not very well developed. The
sector faces several challenges related to legislation and institutional and private sector
capacities. Another major challenge for the development of the organic production sector in
Albania is that Albanian consumers have a limited awareness of organic products.

The main findings of recent studies are summarized as follows:

 The concept of organic products is not clear to many interviewed consumers. For
example, most consumers state that processed agri-food products cannot be organic.

 Most consumers prefer domestic organic products to imported ones.

 Consumers prefer fresh organic agriculture products (e.g. meat and vegetables), to
processed ones, which are logistically more difficult to be sourced from imports, as
compared to processed food products which are already imported and available on
some supermarket shelves.

 The market for organic products in Albania is still small, but consumers’ willingness to
pay such premiums supports the potencial for market development. Premiums vary
from product to product and depending on the consumer group/cluster.

 Most consumers consider the perceived health benefits to be the most appealing
dimension of organic products.

 Many consumers perceive some Albanian/domestic agri-food products to be organic. It
is unclear whether this category of consumer would be willing to pay a price premium
for organic certified products as they may fail to recognize the difference between such
products and other domestic (non-organic or conventional) products.
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 More than half of respondents prefer to buy organic products directly from producers or
on the farm (when applicable). Others prefer to buy bio products from designated
shelves in supermakets, whereas 13 percent prefer specialized shops. Most consumers
perceive buying directly from producers to be the best way to ensure that the product is
actually organic; this is especially true for olive oil. However, as supermarket chains
continue to expand and as the enforcement of standards will represent a constraint for
most farmers to rely on direct sales, it is important to consider the determinant role
that supermarkets will play in this sector in the future.

Based on the findings, the following policy recommendations may be considered by
government policies and programmes:

 The state of consumer knowledge about organic products calls for a consumer
education campaign. The campaigns, to be headed by the MoAFCP and conducted in
cooperation with MoH, MoE, and consumers associations, should address the  concept
of organic products, plus the health and environmental benefits and other related
issues.

 The labelling on organic products should include information regarding content (or not)
of chemicals and hormones.

 The preference of consumers to buy directly from producers represents potential for
the development of agrotourism and for the establishment of farmers’ marketing
cooperatives.

 Consumers’ willingness to pay a premium for authentic organic products should be
considered by government policies and programmes in terms of putting special focus on
certification programmes.

The perceptions surrounding the link between organic products and better health represents an
important advantage for the production of bio products, and can be capitalized in marketing
promotions by producers and traders.

3.2.3 Local Quality and typical products

Albania has great potential to develop quality products given its cultural, climatic and territorial
diversity. Moreover, consumers’ sensitivity to the origin of agricultural products, the high
diversity of products, the growing integration of farms on the market and the consolidation of
the legal and institutional framework regarding Protected Designation of Origin (PDO) and
Protected Geographical Indications (PGI) indicate that these quality schemes are pertinent
options for the maintenance of the agricultural sector in Albania and especially in mountainous
areas. Understanding consumer preferences and behaviour is important for stakeholders when
making relevant decisions, which may include the design of a policy intervention framework in
the future (which is also the purpose of this survey).
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According to the recent study results, where a product is produced tends to be quite an
important factor for most Albanian consumers. According to this study, most consumers choose
their products based on their origin (domestic versus imports), preferring domestic products. It
also appears that within the domestic product group, there are significant differences in
perceptions based on the region of Albania in which they were produced. Most interviewees
stated that the region/area of origin is either important or very important when choosing to buy
Albanian products. There is a clear pattern of regional preferences for a number of products.
Based on association of typical product to specific regions, Protected Designation of Origin
(PDO) or Protected Geographical Indications (PGI), or Traditional Specialty Guaranteed (TSG) can
be promoted through a Public Private partnership. The development of the pilot scheme could
be done together with the cooperation measure, under which we will support projects that are
paving the way to a more competitive and regulated market.

There is clear pattern of regional preferences for a number of products such as cheese
(Gjirokaster) and apples (Korce and Diber).

Based on association typical product associated to specific regions, Protected Designation of
Origin or Protected Geographical Indications, or Traditional Specialty Guaranteed must be
promoted through Public Private partnerships.

The following list of quality schemes may be considered:

District Products Quality scheme Products Quality scheme
Korca Apple PDO Beer PGI
Kolonje Apple Meat
Gjirokaster Cheese PDO
Skrapar Raki PDO Meat

Several shortcomings and challenges must be overcome before quality schemes take off. Legal
and institutional frameworks should be completed in the short to mid-term and collective action
among producers as a perquisite for quality scheme application must be properly addressed.
Therefore, it is recommended to start by building models in less risky areas where most
preconditions are already in place.

Farmers can use this information to decide what the most profitable and preferred attributes of
the products they can produced are, whereas farmer associations or production groups may
consider introducing their own brands to distinguish their products. Retailers and intermediaries
(wholesalers) can label products to promote preferred origin. Finally, the study findings are of
interest to policy-makers and donor programs active in the sector, which play a crucial role in
shaping the sector production in the context of market trends. However, this market
opportunity can only occur with good distribution infrastructure to the major markets and easily
accessible.
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3.2.3.1 Olive Oil

Changes in the Albanian economy have led to changes in consumer behavior and preferences
for the olive oil industry. Understanding consumer preferences is important for stakeholders
and government policy makers in marketing their products as well as producing the products
preferred by their consumers. These preferences can be determined through the attributes
and/or characteristics of the olive oil product, and consumer types can be inferred from the
choices that they make amongst those attributes.

According to a recent study, majority of respondents preferred a specific type or taste of higher
priced, domestic olive oil, though a small percentage preferred imported oil.  Overall, a majority
of the respondents chose price among the most important attributes.

The overall picture shows a strong demand for quality. Origin is a key choice factor for three out
of six consumers’ segments, altogether representing 82% of respondents.  Also, there is not a
direct correspondence between low income and preference for low prices, as high prices are
considered one of the few reliable proxies for quality.

Most of the consumers show a preference for Albanian olive oil, even though trade statistics
show that imports are growing.  This can be explained by the fact that imported olive oil is
generally considered higher quality. From the study, Albanian olive oil would be preferred, but
consumers have little confidence in the quality and food safety standards of the domestic
commercial processor since commercial fraud is common due to underfunded regulating
authorities to carry out their duties. Many consumers still choose to buy olive oil directly from
farmers they know, as they trust the quality of their products more than commercial processors.
All these factors create ideal conditions for branding, for promotion of quality for niche markets.

A key issue for improving customer’s confidence is to set transparent standards and regulate
compliance. Albanian standards on paper for olive oil are comparable to the standards
provisions included in 1995 European Union regulation (i.e. EC Regulation 656/95). Since 1995,
however, some changes have been introduced in the EU rules. This will require modification of
the Albanian legislation to keep up with European Union system of rules (the acquis
communautaire).

In addition, the Albanian institutions in charge of controlling and promoting the olive oil industry
have to  seriously begin to focus on strengthening the standards of food safety and quality
certification to gain Albanian consumers’ confidence on domestic labeling and standards. Only if
consumers eventually gain confidence in the correlation between quality declared in the label
and actual quality of product, then high price will be no more be considered the best proxy for
quality.

This study showed that there is a high demand for Albanian olive oil. Furthermore, the majority
of respondents indicate they are willing to pay a higher price for the product.  However, in
reality, there is a substantial amount of imported olive oil, which indicates there exist a demand
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for imports.  Again, this could be due to the perceived higher quality of imported olive oil
Albania needs to have standardized regulations for quality and branding/labeling of domestic
products, which will be recognized nationally and internationally in order for people to trust the
quality of their products.  In addition, the olive oil industry needs to educate and market to both
current and potential consumers regarding the quality of domestic olive oil.

The Albanian olive oil industry’s future outlook is positive. Incorporating consumer preferences
into a product development and marketing strategy will benefit the industry and help in selling
the product domestically. Knowing the olive oil attributes preferred by the consumers can help
suppliers improve and define their market segments and niches, which are clearly characterized
in this study. This market segmentation information can be used by olive oil producers and by
food distribution operators by adapting their offerings.

As found in this study, a majority of the respondents are willing to pay higher prices for
domestic olive oil but imports are still a large share of their consumption. This result is in line
with different olive oil and food product studies, which showed that with vague knowledge of
and information on quality differences, consumers use price as a quality indicator. Such findings
have many implications for companies and institutions. Albanian companies of quality products
can use a price leader strategy to set themselves apart from other companies that produce
lower quality products. In addition, the institutions in charge of controlling and promoting the
olive oil industry have to focus on issues such as food safety and quality certification.

There are also small niche markets for specific characteristics of olive oil such as taste and type,
indicating an opportunity for a variety of olive oil products.  Specifically, Albanian producers can
offer different olive oils in terms of acidity, aroma, taste and color by diversifying the genotypes
and regions of culture of the raw olives. A further study of the various types and tastes of olive
oils is needed to better understand the specialized preferences of consumers.  Table 10 below
summarizes the results of the study by classes and the respective recommendations to the
industry and government bodies.
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Table 10: Result Summary and Marketing Recommendation

Class
Class

Size (%)
Significant Preference
Attributes Significant Socio-Demographics Marketing Recommendation For Whom

1 47.6
Type - Extra Virgin

Low Income Price Leader Strategy to set them apart
from lower quality company Industry

Origin - Domestic
National and international quality
certification Government

Price - Higher
Market Segment Strategy by enlarging the
price gap between olive oils Industry

2 26.4
Origin - Domestic

National and international quality
certification Government

Place of Purchase -
Supermarket

Food safety - build trust with industrial
producers

Industry and
Government

Taste - Pungent Research on different cultivars and climate Government

Cost - Higher
Price Leader Strategy to set them apart
from lower quality company Industry

3 8.3
Origin - Import

Female National and international quality
certification Government

Cost - Higher
Older Price Leader Strategy to set them apart

from lower quality company Industry
Unlikely to have High School Education
Higher Income
No Knowledge of Difference in Olive Oil type National and international quality

certification and education Government
4 7.1

Taste - Bitter
Knowledge of Different Olive Oil types Market segmentation for small niche

markets and research on cultivars
Producers and
Government

Cost - Higher
5 5.5

Taste - Pungent
Market segmentation for small niche
markets and research on cultivars

Producers
and
Government

Cost - Higher
6 5.1

Type - Extra Virgin,
Virgin

Male, Small Household Price Leader Strategy to set them apart
from lower quality company, adopt new
processing technology Industry
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Educating consumers about all aspects of olive oil production is much needed and could also help in
promoting olive oil consumption, particularly in regions such as northern Albania which are not
familiar with the product types. Promoting the substitution of domestic olive oil for fats from other
oils may also encourage import substitution of olive oil and even facilitate exports.

The olive oil industry in Albania is growing and the future outlook for the industry is positive.
Incorporating consumer preferences into product development and marketing will benefit the
industry and help in selling the product to the consumers. With the increase in olive oil production,
knowledge of consumer preferences will help satisfy consumer demand and assist local producers in
competing with imported products, producing a more diversified domestic market.

Local olive oil – the case of Shpresa Shkalla

The product is organic extra virgin oil of a very high quality, with nutrition values and a low level of acidity
(about 0.2%). Olive oil processing technology is composed in 4 principal processes. It start with the harvesting
and selection of the fruit, crush it, separate the oil from fruit-solids and fruits-water, then store in cool, dark
container that exclude the oxygen. Many small olive oil processors rely on direct sales to households. Part of
production of the olive oil is distributed through retail chains where the use of non-verbal contracts is of major
use. However the emerging role of the supermarkets has consolidated a part of the olive oil distribution system.
Still the competition from imports is high due to marketing deficiencies. Although in the recent years a lot has
been done to promote olive oil, but it is requires many improvements there are still gaps concerning standards,
packaging and labeling.

The olive oil from autochthonous olive of the South Coast as well as Tirana, as specific local products, has many
attributes that are explicitly reflected when organic certification is associated. The project will be involved a
medium but modern producer of organic olive oil "Shkalla Sh." Shpk based in Lundër, Tirana, Albania. The
producer maintains continuous collaboration with individuals and groups of olive producers, therefore any
intervention made at this stage will be transmitted to the upper level of the value chain. The organic olive
although the rigorous technology used and the certification process experienced still has low space in the
market due to weak promotion on the healthy features of the product especially in the northern part of the
country. Better promotion can be used to support the product to penetrate in mountainous areas of the
northern part of the country as well as in potential external markets such as Kosovo and Macedonia.

3.2.3.2 Cheese

Cheese is the main dairy product and one of the main food items of the Albanian household’s
consumer basket. Cheese consumption and production has increased substantially of the last years,
simultaneously with the increase of the availability of raw milk and enhancement of local processing
capacities. According to Table 1 production from 2000-2011 increased by 48 % from 2000 to 2011.
Imports increased at much higher rate, namely 282 %, which imply a significant increase of supply by
58 % and also an increase in the share of imports to the domestic supply and consequently
consumption. On the other hand, no exports are recorded due to high dairy production costs and
problems with the standards. The ongoing high presence of imports can be partially explained by
constraints in the domestic production (quantities) of raw milk, since Albanian agriculture is
dominated by small scale subsistence and semi-subsistence farming - average farm size is
approximately 1.3 Ha, while most cattle farms have 1-2 cattle, and only less than 2 % of them have
more than 5 cows (MoAFCP, 2012) and partially by consumer preference for higher quality or
cheese.
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Large share of the cheese is produced from imported powdered milk or a mix of (imported)
powdered milk and fresh raw milk (no statistics available on levels of cheese produced using powder
milk). Most cheese sold in Albania is not packaged (mostly sold in bulk) and not labelled as to when
the source of milk or whether it is made from powdered milk. Even in the case of labeled cheese, the
use of powdered milk is rarely stated, according to the best of authors’ knowledge based on regular
personal observations.

Cheese with herbs

The idea to produce and sell cheese mixed with other condiments such as aromatic herbs and spices has
developed recently in Albania especially among small dairy producers who aim to penetrate niche market with
high margins and small quantities of production. The production of cheese with herbs is similar to the
production of other cheeses except the phase of prematurement when cheese is mixed with medicinal
and/aromatic herbs such as sage, spices, nuts and other condiments and then is left for further maturing. This
mixture results in higher losses in terms of weight. Room for improvements for safety and quality standards
applying better technologies as well as innovative packaging to become more attractive for final consumers in
the market.

The cheese production of these dairies is highly diversified. Given the low quantities a vast number of small
scale customers are used such as minimarkets and restaurants. The product is sold in bulk but also packaged.
However despite the perception of consumers on regards to special culinary features the product suffers the
strong safety and quality concerns and also loses its attractiveness due to gaps in currently promotional
methods used.

3.2.3.3 Jufka

Jufka is traditional pasta produced in the region of Diber where are used village based ingredients
such as milk, flour and eggs. Production is based on housholds groups  usually consisting of women
who produce and dry the product in group.They apply simple packaging and labeling. Jufka are
mainly solds through neighborhood shops and minimarkets, however also direct sales to households
are common. The “Tradita Dibrane” group is a group consisting of women, established in the village
of Vakuf in Diber and focuses on the preparation of traditional “Jufka” pasta. All its members agree
to respect same recipe, packaging, label and price. The product must be promoted in various
marketing channels. Product requires innovative approach to the packaging and marketing as well as
training are needed on safety issues in order to attract Albanian consumers which are not from Diber
region.

Region of origin is an important attribute for two of the consumer classes. The preference of
consumers for cheese of different origin within the country informs producers and policy makers on
potentials to develop regional brands, including Geographical Indications or Protected Designation
of Origin – specifically for the case of Gjirokaster which has tradition for cheese production.

Identification of consumer groups with similar preferences indicates potential market segments that
can be targeted by producers/traders. Processors and retailers can brand/label the product to
promote preferred origin. Private businesses may also consider developing short market chains to
protect brands.
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3.3 Slovenia

3.3.1 Overview Analysis for the Innovation in the Agro-food Sector

3.3.1.1 Research and Innovation Statistics

Definitions and other explanations (Vir: Statistical Yearbook of the Republic of Slovenia 2012):

Scientific research and experimental development (R&D) comprise creative and systematic work
intended to increase knowledge of human beings, culture and society, and usage of this knowledge
for the development of new applications. Scientific research and experimental development cover
three activities:

Basic research is experimental and theoretical work, the main objective of which is to obtain new
knowledge on the basis of basic phenomena and observed facts.

Applied research is also original research, aimed at obtaining new knowledge. It is aimed at specific
practical aims and purposes. The results of basic and applied research are connected in science as a
system of knowledge of phenomena and laws in nature and society. Applied research is aimed at
obtaining knowledge or understanding for determining the ways with which the recognised and
determined needs can be met.

Experimental development is systematic usage of knowledge obtained with basic and applied
research or practical experience, which is aimed at producing new materials, products or devices
and creating new processes, systems and services.

Experimental development is systematic usage of knowledge and understanding obtained with
applied or basic research and from practical experience aimed at creating new materials, devices,
systems and methods, including the phase of designing products, registering prototypes,
procedures, services and organisation systems or considerably improving the existing materials,
devices, systems and procedures.

Completed research projects are projects finished and reviewed from 1 January through 31
December, irrespective of when they were started.

Intramural expenditure is all expenditure on R&D within the research organisation or a sector,
irrespective of the source of financing.

Extramural expenditure is every payment to another organisation for the performed R&D service.

Sectoring

Sectoring is based on the System of National Accounts (SNA), except for the higher education sector,
which is shown as a special sector because of the important role of universities, faculties and higher
education institutions in implementing R&D activities. Scientific research and R&D organisations and
R&D units are classified according to principal activity, objectives, economic and legal status, and
sources of funds into five institutional sectors:
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Business sector includes companies and private enterprises the basic activity of which is market
production of goods and services. This sector mainly covers R&D units, development sectors,
departments and development groups in companies. The business sector also includes public
enterprises within public services, which are selling the same types of goods and services as private
companies and enterprises, but due to the pricing policy their prices can be lower than the full
production price. Also included are private non-profit institutes which are market-oriented
producers of goods and services as well as private non-profit institutes which are taking care of
developing production activities of a company and are financed by contributions and support of
companies.

Government sector includes publicly controlled non-financial corporations, other units on the
central government, other units of the local government and direct users of the state budget
(Slovenian Academy of Sciences and Arts). These are institutes, centres, hospitals, museums,
libraries and other entities which in addition to their principal activity, which is not R&D, perform
scientific-research and R&D work.

Private non-profit sector includes private non-profit institutions which supply private persons and
households. They are financed by the founder, with part of the funds contributed by companies and
the government. According to international conventions, this sector includes also R&D work of
citizens (private researchers).

With questionnaire R-RD-ZR in private non-profit sector we only involved a private researchers to
perform R&D as individuals, they are not employed, they are non-users pensions and do not perform
some other private activities.

Higher education sector includes all universities (public higher education institutions) and research
institutes, experimental stations and clinics, which operate under direct supervision and
management of higher education institutions or are connected with them. The nucleus of this sector
is formed by universities and faculties. University hospitals and clinics are included because of their
connection with higher education.

Abroad represents a special sector mostly in the field of financial inflow and outflow in scientific-
research sphere and R&D sphere.

The definition of innovation

The definition of innovation has broadest meaning according to the latest revised OECD`s
methodology (Oslo 2005 manual) it covers new products, processes and services, and significant
changes of products, processes and services. An innovation is introduced when it appears on the
market (product or service innovation) or is used in the process (process innovation). Innovations
include many scientific, technological, organizational, marketing, financial and economic activities.
Innovative enterprise is enterprise that has in observation period introduced new or significantly
improved product or process or has introduced organizational and/or marketing innovation.

Innovation is based on the results of new technological development, new combinations of the
existing technologies or use of other knowledge used by the enterprise.
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The innovation (new or improved) must be new to your enterprise, but it does not need to be new
to your sector or market. It does not matter if the innovation was originally developed by your
enterprise or by other enterprises.

Type of innovation:

Technological innovation includes:

A product innovation is the market introduction of a new good or service or a significantly improved
good or service with respect to its capabilities, such as improved software, user friendliness,
components or sub-systems.

A process innovation is the implementation of a new or significantly improved production process,
distribution method, or support activity for your goods or services.

Non-technological innovations includes:

Organisational innovation includes the implementation of new business practices for organising
procedures, new methods of organising work responsibilities and decision making, and new
methods of organising external relations with other enterprises or public institutions.

Marketing innovation is the implementation of significant changes to the aesthetic design or
packaging of a good or a service. Marketing innovations cover also new media or techniques for
product promotion and new methods for product placement or sales channels. Additionally, they
also cover new methods of pricing goods or services.

Innovation activities and expenditure:

a) intramural R&D activity
b) acquisition of R&D (extramural R&D activity)
c) acquisition of machinery and equipment for producing new or improved goods, services and

processes
d) acquisition of other external knowledge
e) training
f) marketing introduction of innovation
g) other preparation.

The situation in Slovenian agriculture – transfer of knowledge, consulting and innovations (2014–
2020 Rural Development Programme)

Together with related sectors, Slovenian agriculture is facing fierce competition, the instability of
prices, increasingly demanding environmental requirements and expectations of consumers, the
limitation of natural resources and an increasing impact of climate changes. In order to enable
competitive development of agricultural, forestry and food processing sector, it is necessary to
constantly upgrade the qualifications and a more effective flow of knowledge and innovations, to
introduce new technologies and improvements in production processes and product marketing, to
increase material productivity etc. with the aim to achieve green growth (strengthening the transfer
of knowledge and innovations and stimulating cooperation, among others by special networks or
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forms of cooperation like European Innovation Partnerships (EIP), which has so far been the missing
link between the European research policy and the Slovenian Agricultural Policy (SAP)). This provides
for a guideline for further development of European agriculture, which will be focused on a
sustainable basis (it will produce more with less, thus contributing to the mitigation of climate
changes) and which will base on knowledge.

The fact is that the transfer of knowledge and innovations from the research sphere via counselling
service and representative interest organisations to final users – farmers in these areas is weak or
insufficient. This similarly applies for the feedback on perceived needs of agricultural practice. The
cause for such a situation is the existing system of assessing research achievements, which does not
evaluate direct application of research in practice, due to which the research sphere is deviating
from agricultural practice. Cooperation between individual players in the knowledge and innovations
transfer system is sporadic and it bases mostly on informal connections. Since the players do not
have roles defined in advance, mutual cooperation is (too) weak.

Only recently offices for knowledge transfer have been established at Slovenian universities and
public research organisations. Although the reasons for weak cooperation between the scientific
research sphere and companies can be found on the side of both players as well as the wider
institutional environment, we should not neglect the mentioned impact of criteria for habilitation,
which favour scientific excellence and which have contributed to a rapid growth of the number of
scientific publications of Slovenian researchers in the past years. On the other hand, insufficient
consideration of other criteria for the acquisition of academic titles (e.g. cooperation with
companies in the development of new products and services) does not encourage greater co-
creation and transfer of knowledge into companies.

The Chamber of Agriculture and Forestry of Slovenia and Public Agricultural Counselling Office within
the Chamber, and the Slovenian Forest Service, Public Office for Forestry have a very important role
in the field of knowledge transfer. Counselling services are an important part of the knowledge
transfer system, since they traditionally operate as an intermediate link between the academic and
research spheres as well as final knowledge users. Despite this fact, there is a lack of counselling
services and specialised knowledge in the field of introducing new technologies, counselling on
ecology, climate changes and innovation etc. Faculties, research institutes, agricultural high schools
and other organisations and associations also have an exceptionally important role in knowledge
transfer.

Investments in developmental and research activities (DRA) achieved the highest level so far in 2010.
Despite the crisis, expenses for DRA were increasing after 2007 and until 2010 amounted to EUR 746
million or 2.11% of the GDP.

Research activity is quite well developed in the fields of agriculture, forestry and food processing
industry, however, the transfer of research results into practice or the cooperation of all key players:
researchers, consultants and users presents quite a problem.

Innovation activities are close to the European average, however, the efficiency of investments in
innovation is low. In the 2006 to 2008 period, around 50% of companies were active in innovations,
which is slightly under the EU average. According to the EC data, Slovenia ranks 12th among the so
called innovation followers or just below the EU average in the field of innovation.
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The innovation support environment in Slovenia is relatively well developed. It comprises more than
400 entities together with interest groups of innovators. Innovation is less represented in
agriculture, forestry and food processing industry. Young owners of agricultural enterprises do show
individual efforts.

Cooperation between various players in the countryside presents great potential for innovation and
for strengthening the knowledge base. Farmers are especially active in various associations and
societies, where they mostly exchange knowledge, experience and help each other. The most
innovative receivers are those who focus in niche services and products or who have successfully
diversified in some mutually connected activities, who provide for the transfer of knowledge and
activities (farms, companies) to younger generations already integrated in the activity by performing
small tasks during schooling. The provision of information is one of the key factors of innovation.

Situation in food processing industry

Food and beverage production is one of the most important activities of Slovenian economy, which
has, due to strong connection with local purchase sources, one of the highest multiplicative effects
on the national economy, although the contribution of food processing industry to the GDP has been
decreasing since 1996.

15,946 workers were employed in 1,340 companies (599 companies and 741 sole entrepreneurs) in
2001 in the food processing industry. The number of registered companies in the food and beverage
production activity slightly increased with regards to 2010, since 1.2% more companies were
registered in 2011 than in 2010, and 41% more than in 2005. The number of employees has been
decreasing since 2002. In comparison with 2010, the number of employees in 2011 decreased by
1.4%, in comparison with 2005, the number was smaller by 30%. Diverse intensity of growth in the
number of companies and the number of employees shows that mostly micro and small companies
are being established and they employ very few workers.

Four branches create the most significant shares in the structure of food processing activity: flour
milling and bakery, meat processing industry, milk processing and beverage production (mostly
beer). Their total share in the key indicators of industrial structure achieves around three quarters.
The share of other branches is significantly smaller, especially in the field of vegetable processing,
since self-sufficient supply in Slovenia is quite low. Unexploited developmental potentials are
therefore shown in these areas.

The results of food processing industry operations in 2011 slightly worsened in a vast majority of
activities, which was not so expressive in preceding years, since negative results were concentrated
in some activities. The year 2011 was somewhat marked with an increase in prices of input
materials, the factors of financial and economic crisis also greatly impacted operations. Financing
sources became more expensive, therefore, companies had difficulties accessing fresh capital in the
domestic market. These factors reflect in a significant fall of added value and consequently in
profitability indicators. The most important factors of the setback of Slovenian food processing
industry behind competitive countries include insufficient productivity and cost efficiency,
qualification, insufficient added value, the lack of strong brands, insufficient horizontal connection
and vertical cooperation with the primary sector, insufficient connection with the research sphere,
the lack of competitiveness of Slovenian agriculture which provides an important part of materials
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for its production. With regard to the purchase of materials, the setback factor is also the
dependence on prices and the accessibility of certain materials in world markets, for instance sugar,
which is no longer produced in Slovenia. Other reasons for the setback of the Slovenian food
processing industry behind competitive countries also arise in its position in relations with trade.
Increasing pressures of the trade sector are quite noticeable, mostly due to price pressures of
competitive products from abroad.

Research and experimental development statistics

Finished research projects by sectors of performance, types of researches and subscribers in fields of
agrofood science (podatki za leto 2010) (Statistnični letopis 2012, vse tabele)

Sectors Total

Types of research R&D for the
needs for

own
business

Subscribers
in Slovenia Abroadbasic

research
applied

research
experimental
development

Business sector 49 - 45 4 45 4 -
Government sector 61 12 49 - - 43 18

Private non-profit sector - - - - - - -
Higher education sector 14 2 12 - - 13 1

total 124 14 106 4 45 60 19

Unfinished research projects by sectors of performance, types of researches and subscribers in fields
of agrofood science (podatki za leto 2010)

Sectors Total

Types of research R&D for the
needs for

own
business

Subscribers
in Slovenia Abroadbasic

research
applied

research
experimental
development

Business sector 32 3 15
Government sector 110 17 87 6 - 82 28

Private non-profit sector - - - - - - -
Higher education sector 57 8 30 19 - 53 4

total 199 28 132 39 23 144 32

Expenditure for finished and unfinished research work by sectors of performance and types of
researches in fields of agrofood science (podatki za leto 2010)

Research
works
total

Expenditure
on R&D total

1000 EUR

basic research applied research experimental development

number
of works

Expenditure
1000 EUR

number
of works

Expenditure
1000 EUR

number
of works

Expenditure
1000 EUR

Business
sector 145 2232 3 46 126 1925 16 261

Government
sector 170 4863 27 535 135 3856 8 472

Higher
education

sector
151 5696 31 1845 90 2882 30 969

total 466 12790 61 2425 351 8663 54 1702
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Innovation and R&D activity in manufacturing food, beverages and tobacco products  (v letih od
2008 do 2010)

Innovation expenditure in manufacturing of food, beverages and tobacco products  (podatki za leto
2010) (in 1000 EUR)

Activities

Total

R&D expenditure External knowledge

Preparation of production
or services

Training

Acquisition of m
achinery

and equipm
ent

M
arketing

M
arket introduction of

innovation

Other preparation

Total

Intra-m
ural

Extra-m
ural

Manufacturing
food, beverages

and tobacco
products

19870
M

7586
M

6856
M

730

260
M

- -

12024
M

- - -

M less precise estimate = use with caution

Innovation active and non-innovative enterprises (% share among all enterprises)

1) Innovation active enterprises are enterprises that have introduced product or process innovation or those
that had ongoing or abandoned innovation activity or organizational or marketing innovation.

2) Product innovators: enterprises that have introduced only product innovation.

3) Process innovators: enterprises that have introduced only process innovation.

4) Product and process innovators: enterprises that have introduced product and process innovation.

5) Non-innovative enterprises: enterprises that have not introduced any type of innovation and had no
innovation activity.

Activities Number of
Enterprises

Innovation
active

enterprises

% of
innovation

active
enterprises

RRD
enterprises

manufacturing food, beverages and tobacco
products

195 86 44,1 -

Activities
Innovation

active
enterprises1)

Product
Innovators2)

Process
Innovators3)

Product
and

process
innovators4)

Non-innovative
Enterprises5)

manufacturing food,
beverages and tobacco

products
44,1 7,7 8,2 16,4 55,9
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3.3.2.2 R&D Providers

This part states a list of research organisations, summarised from the ORGANIZACIJE database
(Organisations) in the Slovenian Current Research Information System (SICRIS). The ORGANIZACIJE
database contains information about all research organisations which have been implementing
projects since 1995, which are co-financed by ARRS (until 2001 – by the Ministry of Science and
Technology, until 2004 – by the Ministry of Education, Science and Sport), however, only data for
organisations which have submitted the requested information are available.

SICRIS also contains organisations, which do not cooperate in the implementation of ARRS projects,
if they perform research and development activities, on which they report to the Slovenian
Statistical Office and who want to be presented in SICRIS with the activities of their researchers and
experts.

Business sector Government sector
FRUCTAL Food Industry d.d
PAN INVEST, Kmetijsko živilski tehnološki center
d.o.o.
PERUTNINA PTUJ reja perutnine, proizvodnja
krmil, perutninskega mesa in izdelkov, trgovina
in storitve d.d.
Tovarna olja Gea d.d.
ANIMACEL biotecnology Ltd.
EMONA - Nutrition Research & Development
Department
EVG molekularna diagnostika d.o.o.
KŽK, kmetijstvo, d.o.o.
MEDEX, živilska industrija, d.d.
Mlinotest Živilska industrija d.d.
RADENSKA, družba za polnitev mineralnih voda
in brezalkoholnih pijač, d.d.
Tovarna arom in eteričnih olj ETOL d.d.

Slovenian institute for Hop Research and
Brewing
Agricultural Institute of Slovenia
National Institute of Biology
Chamber of Agriculture and Forestry of Slovenia
Institute of Agriculture and Forestry Maribor
Institute of Agriculture and Forestry Murska
sobota
Institute of Agriculture and Forestry Novo mesto
Institute of Agriculture and Forestry Nova Gorica
Chamber of Agriculture and Forestry of Slovenia
Institute of public health
Institute of public health Kranj
Institute of public health Koper
Institute of public health Ljubljana
Institute of public health Maribor
Institute of public health Murska sobota
Institute of public
health Nova Gorica

Private non-profit sector Higher education sector
NUTRITION INSTITUTE
International Consumer Research Institute
INSTITUTE OF OCCUPATIONAL AND
ENVIRONMENTL HYGIENE

University of Maribor, Faculty of Agriculture and
Life Sciences
University of Ljubljana, Biotechnical Faculty
University of Primorska, Science and Research
Centre
Biotechnical Centre Naklo
Grm Novo mesto – Center of biotehnics and
tourism
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3.3.2.3 R&D Financing Mechanisms

The Slovenian Research Agency represents system created in 2004 for inter-sectorial cooperation in
planning and implementing networked R&D projects for specific areas of public interest. They
represent a special form of scientific and research program with which the Ministry of education,
science and sport intends to contribute to setting and implementing strategic development
objectives for Slovenia in cooperation with other ministries and other interested users, in order to
improve Slovenia's competitive capacity (Figure 1).

Slovenian Research Agency shall obtain income from national budget funds obtained on the basis of
a contract with the ministry responsible for science; through income from the sale of goods and
services on the market; through donations; through other sources in accordance with regulations.

Figure 1: Research and development financing scheme in Slovenia
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Ministry of Infrastructure and Spatial Planning (source: Report on the status of agriculture, food
industry, forestry and fishery in 2012)

The Ministry of Agriculture and the Environment operates as a co-financer of research activity in
agriculture through applied, developmental and target research programmes of the ministry,
competent for science, i.e. in research projects, which are proposed and implemented due to their
strategic importance and the applicability of the project for the development of line areas of the
ministry.

Applied research projects as original researches which aim at acquiring new knowledge and which
focus on certain practical goals or purposes, important for agriculture, are supported by the Ministry
of Agriculture and the Environment up to 25%. This share of co-financing by the Ministry is
presented by the applicant as the means of interested users.

Within the scope of research activity, the Ministry's most important role is in target research
programme projects (TRP), where it acts as the contracting authority of researches and co-finances
TRP projects in 50 to 60%. The target research programmes were designed as a special programme
structure of National Research Programme as the support to sector development planning.

Table: Financing of agricultural research by the Ministry of Agriculture and the Environment; 2011
and 2012

Number of projects Assumed obligations in
2012 (EUR 000)

Paid out (EUR 000) Index
2012/112011 2012 2011 2012

Applied and development programmes 2 1 17.6 19.7 17.6 89.3
TDP Competitiveness of Slovenia 90 74 1,094.6 1,436.7 1,094.6 76.2
ERA-NET CORE ORGANIC 2 3 5 93.0 17.0 93.0 547.1
Total research work 95 80 1,205.2 1,473.5 1,205.2 81.8
Source: Ministry of Agriculture and the Environment

In 2012, 23.8% less obligations were assumed for co-financing TRP projects than in 2011.

The results of research projects importantly contribute to adapting agricultural policy, forming
strategies, developing new technologies in agriculture in connection with environment protection
and cultural landscape preservation, adapting and developing the field of food processing industry,
producing healthy food and protecting the consumer, developing the countryside and the multi-
purpose of agriculture, establishing monitoring in agriculture and IT systems.

The Ministry of Agriculture and the Environment is a partner in the field of European scientific
cooperation, i.e. in two ERA-NET projects (CORE Organic 2 and EUPHRESCO 2).

In 2011, the second public tender for co-financing transnational research projects within the scope
of the ERA-NET CORE ORGANIC 2 initiative was implemented. CORE ORGANIC is an acronym for the
coordination of European transnational research in the field of ecological agriculture and food
systems, established with the purpose of improving cooperation among national research activities
in the field of ecological agriculture. Two special goals of the CORE ORGANIC 2 network are to
improve the exchange of information and expert knowledge as well as to harmonise current
research. These goals base on the fact that small research groups, which are often dispersed and
geographically as well as institutionally distributed, are typical for public European research and
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development efforts in the field of ecologically produced food and farming. This creates the need for
accumulating dispersed expert knowledge and experience into a critical mass for the preservation
and improvement of competitive quality and the relevance of research.

EUR 20.4 million (-14.9%) were invested in research, development, consulting and expert services in
2012. Slightly less than one half of all means were used to finance the operations of public
counselling offices in agriculture (48%), whereas the means for this purpose were reduced by more
than one tenth in comparison with 2011. A high share in this group of general services also refers to
expert tasks (41%), the scope of financing was lower by around 15% in comparison with 2011.
Means, intended for research and development as well as agricultural education and infrastructure
were also significantly lower than in 2011.

Table: Payements from the budget for research, development, consulting and professional services
for agriculture (000 €); 2008-2012

2008 2009 2010 2011 2012 Index
2012/11

Research and development 1,958 2,066 1,926 2,528 2,060 81.5
Agricultural scientific and research work (SLO) 918 989 984 1,475 1,205 81.7
ERA-NET EUPHRESCO (EU) 0 4 11 4 2 60.7
Gene bank tasks (SLO) 413 400 404 368 316 86.1
SEEDNet project (EU) 0 13 6 0 1
FADN (EU) 172 98 169 135 143 106.3
Important national projects (SLO) 455 563 332 329 338 102.6
Other development projects (Action plan - climate changes) (SLO) 0 0 20 218 54 24.8
Counselling services 11,603 11,624 11,585 11,069 9,739 88.0
Agricultural counselling service (SLO) 9,943 9,999 9,999 9,499 8,354 87.9
Sector for agricultural counselling at the CAFS (SLO) 841 853 853 810 731 90.3
Counselling service for beekeeping (SLO) 819 772 732 760 653 86.0
Agricultural education and infrastructure 410 413 400 398 168 42.2
Qualifying public institutions (SLO) 214 206 206 205 0
Co-financing agricultural education (practical courses) (SLO) 196 193 193 193 168 87.0
Qualifications for working in agriculture and forestry 0 14 1 0 0
Expert tasks 10,174 10,105 9,812 9,959 8,418 84.5
Expert tasks in livestock farming (SLO) 8,537 8,488 8,250 7,958 7,059 88.7
Expert tasks in plant production (SLO) 488 520 487 472 410 86.9
Tasks in plant production (Action plan – climate changes) (SLO) 462
Expert tasks in hop production (SLO) 334 307 307 352 315 89.5
Test centres for fruit and wine growing (SLO) 675 791 769 714 634 88.8
Jable Agriculture Development Centre (SLO) 140 0 0 0 0
Research, development, counselling and expert services 24,145 24,208 23,723 23,955 20,6385 85.1
Source: Ministry of Agriculture and the Environment, ARSKTRP, calculations of KIS

3.3.2.4 Agro-food SWOT based on R&D Potentials

Slovenia has been dealing with certain phenomena that show weak competitiveness of agrofood
industry for quite some time. The decrease of the self-sufficient supply for some key agricultural
materials and foodstuffs is certainly one of the most important indicators of insufficient
competitiveness. This means that local providers are not successful in the market struggle with
foreign competition.

Despite the fact that intensive restructuring processes are in progress in Slovenian agrofood
industry, which reflect in higher productivity, the efforts put in rapid growth of efficiency should be
the core developmental goal of all stakeholders in this sector. The developmental goals will be more
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easily attainable at more intensive inclusion of modern findings of development and research
institutions in the operations of farms and food processing companies, where Slovenia still does not
achieve the desired results.

Strengths

- Established quality regular education system (on a secondary, higher and
university level)

- Quality research institutions
- The Ministry of Agriculture and the Environment finances the implementation of

research within the scope of target development programmes (TRP)
Weaknesses

- Insufficient level of general and formal agricultural education of farmers. The
same applies for workers in food and agricultural companies

- Insufficient level of qualification of primary producers in food and agricultural
companies

- Insufficient coordination and cooperation among the key players in the
knowledge transfer system, which causes inequality in expert questions

- The lack of applied research and transfer of results into practice
- Final users have insufficient influence on research
- The lack of financial means for the development of the newest technologies,

applied developmental tests
Opportunities

- To focus research that directly resolve problems in production
- Systemic connection between the key players in the field of knowledge transfer,

clear determination of tasks and goals for achieving greater efficiency of the
system and synergies

- The formation of developmental networks and other innovative forms of
cooperation between the key players

Threats

- Strengthening competition in the Slovenian market due to weak cooperation of
institutions and poor reactions to concrete problems

- Low motivation of farmers and workers in agricultural and food companies for
acquiring new knowledge and competences

3.3.2.5 Existence of Agro-food Clusters

Low market orientation rate is typical for Slovenia, since only 40% of family-owned farms dedicate
most of their produce for sales. A large share of agricultural products is used or sold directly on
farms, therefore, market ways are not registered (e.g. organised purchase, local markets). This share
is especially high in feed grains, potatoes, vegetables and fruit, where 70 to 90% of the produce is
sold past the registered market ways. In animal products, this share is usually lower, which is mostly
impacted by strict veterinary regulations. Slaughter of animals on farms has been largely preserved
only in the case of pigs (around 40%) and small cattle (more than 90%). In the case of milk, the sale
to dairies (local and foreign) comprises over 80% of total production, in the case of eggs, around one
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half of the entire production of eggs for consumption are sold by registered market ways (purchase
and sale at markets). This share is quite lower for honey (around 25%).

Insufficient connection between those producers that cooperate in quality schemes, limits
agricultural companies in achieving greater participation in the market and the economies of scale
(this mostly applies to higher quality products like for instance ecological agricultural products,
where the quantity of products is too small for the market). This is quite problematic especially from
the aspect of an increased demand of consumers as well as the needs of food processing industry,
which must purchase materials from abroad. Due to this lack of connection and the inability to
supply greater quantities of products (especially from quality schemes) to the market, primary
producers are in subordinate negotiations position in comparison with food processing industry and
traders. This lack of connection is especially shown as the consequence of the lack of trust among
individual elements in the agrofood chain, self-sufficiency and the lack of knowledge and
qualifications.

Cooperatives in Slovenia present one of the most wide spread and traditional forms of business
cooperation in the agricultural sector. They operate all around Slovenia and have more than 16,500
active members and employ 3,022 persons. In the period following the independence of Slovenia,
organised connection of farmers has been decreasing.

Agricultural and forestry cooperatives are included in various forms of activities. The main activities
are: the supply of farmers and countryside population, the purchase of agricultural products like
milk, grapes, potatoes, beef, pork, grains, wood, vegetables, hop, the supply of materials for
agricultural production, the processing of some types of agricultural products, mostly milk, grapes
and meat, the supply of the countryside with general merchandise, which helps preserve the
population in the countryside and their employment.

The role or potential of agricultural cooperatives can also be defined from the aspect of:

 limiting and diminishing business risks,
 improving negotiations and income situation of primary producers in the food supply chain,
 developing short supply chains,
 transferring knowledge, experience, technologies and production methods,
 developing various supplementary and non-agricultural activities in the countryside, thus

diversifying employment and sources of income.

Olives, olive oil and small cattle are mostly sold at home or in the market directly to final buyers.

Alternative forms of agricultural products and services supply networks are growing (e.g. eco-
cooperatives, ordered supply, social services), which are characterised by close cooperation
between buyers and sellers or the producers of goods and services of appropriate quality. This
mostly relates to the improvement of the connection and trust among producers and consumers.

One of alternative forms of grouping are groups of producers. 18 groups of producers for quality
schemes have been established since 2005 (six for ecological production and processing, six for
protected origin labelling, four for protected geographic labelling, one for guaranteed traditional
specialty, one for higher quality). Despite the established forms of grouping, these groups of
producers are still insufficiently active and market-oriented. (2014–2020 RDP)
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On Tuesday, 27 August 2013, an agreement on cooperation and partnership strengthening in the
vegetable chain was signed at the AGRA agriculture and food fair in Gornja Radgona.

By signing this agreement the Chamber of Agriculture and Forestry of Slovenia, the Slovenian
Cooperative Association, the Chamber of Commerce of Slovenia – Chamber of Agricultural and Food
Companies, the Economic Interest Grouping GIZ Slovenian Vegetables, Mercator and Engrotuš
concluded a long-term procedure of harmonising and searching for joint solutions for greater
incentives for producing and selling Slovenian vegetables.

The purpose of signing this agreement on cooperation and partnership strengthening in the
vegetable chain was to regulate the relations between the stakeholders in the vegetable chain. The
agreement bases on the equality of contractual parties, on establishing organised production and
marketing of Slovenian vegetables ensuring a "Slovenian shelf" in stores, ensuring the recognition of
quality schemes, according to which Slovenian vegetables are grown (integrated, ecological, high
quality products etc.) and for the equality and recognition of packaging of only Slovenian vegetables.
An important part of the agreement is optimal guaranteeing of traceability of vegetables from
production to the final consumer.

3.3.2.6 Exports of Innovative food products as percentage to total, main agro-food exports with high
added value

Slovenia is a net importer of agrofood products. Import is less by 50% covered with export, meaning
that Slovenia does not produce sufficient products locally to cover the needs for agroofood
products. The level of self-sufficient supply in Slovenia is quite higher for animal products than for
plant products. Otherwise, permanent surpluses only occur in hop, which is almost entirely
dedicated to the world market, cow milk (self-sufficient supply between 113 and 120%), poultry
(self-sufficient supply between 109 and 115%) and fresh apples (net export between 10,000 and
15,000 tons per year). In the recent years, Slovenia is also a net exporter of beef (self-sufficient
supply between 98 to 111%). The largest deficit is in sugar, which is no longer produced in Slovenia,
and in vegetable oil, it is also high in vegetables (self-sufficient supply below 40%), fresh fruit (net
import around 100,000 tons per year), potatoes (self-sufficient supply between 55 and 63%) and
pork (self-sufficient supply below 50%). The deficit also occurs in grains (self-sufficient supply rate
for all grains has in the past two years amounted to 71%, the lowest self-sufficient supply rate was
shown in rye and maslin in the period from 2001 to 2011 (in 2011: 43%), the highest self-sufficient
supply rate was shown in triticale, i.e. almost 88%, which also increased most rapidly in that period).
The self-sufficient supply rate of wheat in 2011 amounted to 55%, almost 70% in barley, and it
exceeded 80% in corn for grains). A small deficit was registered in honey and eggs, while the
production and consumption in the case of small cattle meat are almost equal. The export-import
status of wine is changing, whereas Slovenia is traditionally a net exporter of quality wine and net
importer of table wine. The self-sufficient supply rate of wine in 2011/2012 achieved 101%.

The self-sufficient supply with ecologically produced foodstuffs is also quite low in Slovenia. The
share of ecologically produced foodstuffs in sales was barely 1% in 2010. 20% of eco-foodstuffs are
of Slovenian origin.
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3.3.2.7 Potential Export markets

The production of selected products (olive oil and figs) does not cover local needs, therefore, we
cannot offer greater quantities for export. The situation of individual agricultural activities is
described below:

Olive oil

Olive growing in Slovenia is limited to the Slovenian Istra and a part of the Goriška Brda and Goriško
regions. Olive growing in Slovenian Istra is a traditional agricultural industry (its beginnings date back
to 600 years B.C.), and it is also very important in preserving the typical Mediterranean landscape
and cultural heritage, as well as for the sustainable development of this area, which can significantly
impact the development of tourism (typical Mediterranean landscape and food).

Total surface of olive tree plantations in Slovenia is 1,934 ha (mostly in Slovenian Istra, 96%). There
are possibilities to expand olive trees plantations: potentially by 1,400 ha, in real terms by 600 to
1,000 ha, which could be increased to 2,600 ha by regular restoration of olive tree plantations. The
trend of an increasing number of olive trees has been present since 1989, where approximately 18
ha of olive tree plantations were planted in average per year until 1996, at the same time, the trend
of switching from extensive to intensive olive growing is also present. In the 1996 to 2005 period the
most olive trees have been planted (support for setting up olive tree plantations), 37 ha/year; after
2005, the planted surfaces reduced to 18 ha/year (the cause for this lies in Slovenia's accession to
the EU, when the national support for olive tree plantations setting was abolished).

Slovenia annually produces 4,000 to 6,000 tons of olives, which are used to produce 500 to 650 tons
of olive oil. The export of Slovenian olive oil is negligible, import achieves 1,500 tons, 95% of which
from EU countries.

Figs

According to the information of the Slovenian Statistical Office for 2012, 5.6 ha fig tree fields were
planted in Slovenia, which is 2.4 ha more than in 2007. Fig growing is increasing mostly due to the
demand of consumers (demand exceeds supply), however, producers stay that unorganised
purchase of the products presents the biggest problem. We see great potential in fig production
mostly due to the fact that this fruit sort is appropriate for ecological production.

3.3.3 Safety and traceability issues

3.3.3.1 Legislation Framework

In the area of food safety the so-called »Food Law« ((ES) Regulation No. 178/2002 of the European
Parliament and Council) has been in force since Slovenia joined the EU on 1 May 2004.European
standards in the field of food and foodstuffs safety are implemented in Slovenia and assure a high
level of consumer health safety.

The national legal framework that safeguards safety and traceability of food consists of horizontal
and vertical regulations. Horizontal regulations cover the consumer protection, health compliance of
food, production requirements and conformity assessment, regulations on additives, aromas, GMO
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and others. Vertical regulations define requirements for different agricultural products and food, as
eggs, meat products, honey, milk and milk products, bakery wares, beverages, vegetable oils and
fats, fruit and vegetables, etc.

3.3.3.2 Current Level of traceability structures eg. HACCP, ISO or other innovative networks

 HACCP

In Slovenia, as in other EU countries, the HACCP system is a legal requirement. This means that all
companies which produce, handle, supply or deliver food products must establish, document and
maintain this HACCP system by law.

 ISO 22000:2005

It combines the HACCP principles of Codex Alimentarius with those of good business practices and
the requirements for traceability and labelling. It is applicable in all segments of the food chain.

 ISO 9001:2008
 ISO 14001:2004
 IFS
 NSF
 EMAS
 SI EKO 001

3.3.3.3 Consumer perceptions of traceability and safety issues

Today`s consumer has become increasingly concerned about the quality and safety of food and the
negative effects of bio-industrial production. Governments, both national and international, respond
by imposing new legislation and regulations for the safety and quality of food products. The modern
consumer demands products of high and consistent quality, in broad assortments, and at
competitive prices. Society also imposes constraints on companies in order to economise on the use
of the resources, ensure animal-friendly and safe production and restrict pollution.

Together with safety and quality demands of consumers, these developments have changed the
production, trade, and distribution of food products beyond recognition. For Food business that
means more emphasis on quality and safety control, on traceability of food products and on
environmental issues. These processes are affecting the entire food chain, from producer through
retailer.

For organisations in the food and agribusiness the interest in traceability is growing. A good tracking
and tracing system offers possibilities to follow the product. This leads to more transparency, which
makes it possible to offer specific information to buyers and consumers. Moreover, by sharing
information between partners, information and goods flow can be better managed, resulting in
lower costs and more flexibility throughout the chain.

The accurate and timely traceability of food products and activities in the supply chain is a factor of
competitiveness in agribusiness. In order to meet consumers’ demands as well as rebuild public
confidence in the food chain, the design and implementation of full backward and forward traceable
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supply chains from farm to end-users have become an important part of the overall food quality
assurance system and are now mandatory everywhere in EU since 1st January 2005. Slovenia is part
of the European Union.

Very little research has been done on consumer expectations and perception of traceability.
Researchers have mainly focused on technical solutions and not on consumers acceptability.

In the framework of the EU research project TRACE, a large survey on consumers’ perception of
food traceability in Europe, involving consumers in twelve EU countries, also Slovenia.

The result gives interesting segmentation between European countries with respect to consumers’
perception of food traceability.

The first findings indicate that food traceability is rather a new topic for most of consumers,
although starting to be known in very fuzzy terms from mass media. Consumers often confuse
traceability and origin, and barely consider safety or products withdrawal. They have difficulties to
express a positive willingness to pay for traced products. They declare paying attention to
information upon the product. However, a paradox exists between a request of more information
and the overload of information on food labelling.

Consumers using specialty stores seem to use trust towards sales persons as a substitute of
traceability and they are more attentive to traceability than buyers in supermarkets.

The knowledge of and the expectations towards traceability vary according to the country. In some
countries, a label or a logo is declared as sufficient for the guarantee of traceability; in others, more
information is expected on origin, while in some others the way of production, ingredients and
compliance with safety measures during the process are required. Food traceability is not perceived
with the same level of expectations in each country.

It was found that participants in southern European countries (France, Italy, Malta, Slovenia and
Spain) are a bit more aware of the term ‘traceability’ than northern ones. In these southern
European countries, traceability is considered as a buying and confidence criterion.

Consumers demand for verifiable evidence of traceability is deemed to be an important criterion of
food product quality/safety. This trend seems to be based on the demand for food products with
well-identified origin, the high incidence of food-related hazards and the still important concerns
over the impacts of GMOs on human health and environment.

Slovenian participants had a quite good knowledge of what traceability is. They mostly linked it to
the origin or provenance of the product, the ingredients (processing), food scares (respective to each
country) and control.

Participants perceived the utility of traceability in knowing what they are buying/eating, in having
the possibility to have more information on a food product, and especially identifying its specific
origin (to have the ability to choose; to avoid products coming from country they would not like to
buy products from, due to ethical or political reasons).

In Slovenia participants had difficulties to assure the competency of their current food system to
trace a food product.
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Labelling on food products – participants stated that they read labels and pay attention to
information provided on them. Older people, sick/allergic people and people who follow a special
diet pay more attention than the others and want more precise information on the labelling of their
products.

Participants are not aware of all the stages of the supply chain and of all the steps a product has to
fulfil before being available on the shelf. But they prefer a short value-added chain, as they are
interested in buying directly from the farmer.

Traceability and origin: Information on geographical origin is very important to the participants
especially for meat, fruit and vegetables. They all have a preference for regional food. They feel safer
if they know the product is made nearby. Domestic fresh food products are commonly perceived as
higher quality products. Participants declared to try to avoid foreign/imported products because
they do not trust them and because they do not know the production methods (even in the near EU
countries), they are not sure that foreign countries have the same requirements for control followed
in their own country. Still, it is commonly believed that the European food products give them
usually more confidence than extra-European products.

Food products of the own region are preferred to products with an unknown origin. The preference
for regional food can be interpreted as an image transfer between the region and the product, which
is getting an emotional value for the consumer. The regional preferences are higher for fresh
products than for canned food.

Regional indications have a positive value for participants and a majority is willing to pay more for a
product of the own region than for a product with an unknown origin. The utility of a regional label
is determined by the quality perception, emotions, preference for new things and experience with
the product. Regional products are primarily purchased by consumers who live in the region.

Quality and origin labels are rarely buying criteria. They are sometimes taken into account combined
with other criteria (price and brand). They are considered very expensive but still tastier. Participants
all prefer a domestic/local product.

In general, participants think that traceability of food products with origin and quality labels is better
and more guaranteed. Perception of geographical origin is closely linked to consumers’ attitude to
countries and culture.

The discussion guide planned to focus on knowledge of traceability, labelling, PDO labels and brands,
also on traceability regulation, link with origin, regional products, quality and trust. Then the guide
led to relationships between traceability and withdrawal, food safety, food scares, information,
buying criteria, willingness to pay, and finally to traceability control and food supply chain, or ethical
concerns.

Consumers are still not ready to accept sophisticated systems and support of traceability. They need
to be informed more and to be more in touch with what is happening on the markets. There is a
huge work to do to communicate more with the consumers and to create links between producers,
technicians and consumers.
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3.3.3.4 Improvements and funding requirements

Table 1: Gross investment of enterprises, companies and organisations by purpose of investment,
types of fixed assets and activities where investment was created - kind of activity principle (new
fixed assets) – manufacturing of beverages(1.000 EUR)

Year

Total

Purpose of investment

Total

Types of fixed asset
tangible fixed assets

intangible
fixed

assets
New

capacitie
s

enlargement,
reconstruction

, renovation

maintenance
of existing
capacities

construction
work and

land
improvement

machinery,
transport and

other
equipment and

cultivated
assets

2011 15.442 3.820 8.873 2.748 15.442 3.944 9.805 1.693
2009 15.455 4.574 9.603 1.278 15.455 5.115 9.425 915
2008 47.070 17.307 24.437 5.326 47.070 19.848 25.156 2.066

Source: Statistical Yearbook of the Republic of Slovenia (SORS, 2010-2012)

From 2008 to 2011 the beverages production sector witnessed a trend of a fast decline on gross
investments: the amount in 2011 reached only the 32% compared to year 2008. Figures in the table
show that the most negative trend has been witnessed in the gross investments in new capacities,
i.e. the investments in 2011 reached 22% of 2008.

Table 2: Gross investment of enterprises, companies and organisations by purpose of investment,
types of fixed assets and activities where investment was created - kind of activity principle (new
fixed assets) – manufacturing of food products(1.000 EUR)

Year Total

Purpose of investment

Total

Types of fixed asset
tangible fixed assets

intangible
fixed

assets
New

capacitie
s

enlargement,
reconstruction,

renovation

maintenance
of existing
capacities

construction
work and land
improvement

machinery,
transport and

other equipment
and cultivated

assets
2011 54.525 15.365 25.698 13.462 54.525 17.523 35.347 1.655
2009 61.981 30.245 28.271 3.464 61.981 20.210 40.177 1.594
2008 58.870 19.381 36.804 2.685 58.870 24.204 32.772 1.893

Source: Statistical Yearbook of the Republic of Slovenia (SORS, 2010-2012)

In year 2011 manufacturers of food products have increased their gross investments in maintenance
of existing capacities, compared to year 2008, for 5 times. Other figures in Table 2 show fluctuation
of gross investment. We can also conclude that the resources invested by manufacturers of food
products are more stable that the investments in the production of beverages.

Table 3: Sources of financing of gross investment of enterprises, companies and organisations by
activity of investor - organisational principle (new and existing fixed assets) – manufacturing of
beverages (1.000 EUR)

Year Total
Sources of financing of gross investment

from own financial and
joint assets

from financial credits and
leasing

from assets of funds and without
compensation of fixed assets

2011 15.702 z z z
2009 11.525 10.822 z z
2008 42.395 34.065 z z

Source: Statistical Yearbook of the Republic of Slovenia (SORS, 2010-2012)
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The main source of financing of gross investment of manufacturers of beverages are own financial
and joint assets. Also figures in Table 3 also show a negative trend of gross investment.

Table 4: Sources of financing of gross investment of enterprises, companies and organisations by
activity of investor - organisational principle (new and existing fixed assets) – manufacturing of food
products (1.000 EUR)

Year Total
Sources of financing of gross investment

from own financial and
joint assets

from financial credits and
leasing

from assets of funds and without
compensation of fixed assets

2011 56.338 46.680 6.747 2.910
2009 70.036 57.207 11.633 1.196
2008 66.194 51.556 12.355 2.292

Source: Statistical Yearbook of the Republic of Slovenia (SORS, 2010-2012)

Also the manufacturers of food products mainly financetheir gross investmentsfromown financial
and joint assets, specifically 78% in 2008 and 83% in 2011 of all gross investments.
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3.4 Greece

3.4.1 The Greek Food & Beverage Sector

Food and beverage is the most dynamic and high-growth sector in Greek manufacturing, accounting
for 25% of turnover, 24% of employment, 25% of total capital, and almost 25% of added value.
Greece’s food and beverage sector relies on more than 525,000 farmers, about 11-12% of the
country’s labor force, for its steady and reliable supply of raw materials.

Foreign companies have experienced high rates of success in this sector since the Greek market has
shown robust growth for almost a decade, whilst it serves as an ideal bridge to the emerging
markets of Southeast Europe and the Eastern Mediterranean. Growth has been almost double that
of the entire manufacturing sector and food and beverage companies are the leading exporters in
Greece, accounting for almost 20% of total export sales.

Greece’s food and beverage companies have created a large sales and distribution network in
Southeast Europe, a strength that is reinforced by the dynamism of the Greek enterprises operating
in the region. Topping the list of products exported are vegetables, fruits, olive oil, dairy products,
fresh seafood, canned fruits, olives, raisins, wine, and tomato products26.

3.4.2 The Agro-food Sector

The agro-food sector is a large production sector that contributes significantly to the economy,
regional development, social cohesion and the diet of the population. It should ensure the quality
and food hygiene and environmental protection in each country. The Greek agro-food sector
presents great growth margins since the country has significant comparative advantages for
development.

Regardless of its contribution to the production and development of the economy, the agro-food
sector has great importance for every country because its development contributes to:

 In the regional development of the country, which – in turn – ensures the balanced
development of rural and urban centers

 The protection and development of the natural environment, since agricultural is the main
user of each country’s land and natural resources

 Ensuring the proper nutrition and food safety by preserving the possibility of domestic
production of most agricultural supplies

3.4.2.1 Contribution of the Argo-food Sector to the domestic economy

The agri-food sector in Greece is among the largest production sectors, contributing by over 20% to
the total Greek Economy. Dairy, bakery products and spices have the greater contributions, followed
by meat products, fruits and vegetables, wine and olive oil. The percentages of the various products
that compose the overall contribution of the agro-food sector in the Greek Economy are presented
in Graph 127.
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3.4.2.2 Contribution of the Argo-food Sector to the Greek Exports

Contrary to common perceptions, Greece does export quite a number of products. Exports account
for more than 10% of Greece’s Gross Domestic Product (GDP), or more than €20 billion on an annual
basis, recording a 13% growth rate. As mentioned by the Panhellenic Exporters' Association (PSE)
and the Center for Export Research, a new model for Greek export is forming based the international
and domestic economic developments, with consequent result the domination of new target
markets, as well as the reinforcement of the contribution of agricultural products in total exports of
the country, demonstrating the importance of the agricultural sector for the Greek economy28,29.

The Greek Ministry of Rural Development and Food is promoting targeted actions of extroversion, in
synergy with other competent Ministries and bodies, for enhancing the penetration of quality
agricultural products in foreign markets. The Hellenic Statistical Authority confirms that agricultural
products obtain a leading role in the export activity of the country, following the pattern of a
continuous annual increase30.

Greek exports are primarily based on alimentary products, which represent 17% of the total export
value. Fruits and vegetables note the largest contribution in Greece’s exports, followed by olive oil
and other various agri-food products. The overall exports of agricultural products rose to 18.6 %
during the first quarter of 2013, occupying the third position in the total export contribution list.

Olive Oil, vegetable fat, preserved fruit and other packed food exports have recorded the most
noteworthy increase. Fruit and nuts, fish, conserved vegetables, dairy products and alcoholic
beverages are some of the staple products which figure at the top of the list. According to the latest
data, six agri-food products rank in the top ten of exportable Greek products. Virgin olive oil obtains
the 2nd place on the overall list, fishery rank 6th, oranges rank 7th, packed vegetables rank 8th,
peaches rank in the 9th place and cheeses rank 10th. Note that if the list is expanded to the top
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fifteen exportable products, then it includes several more important agricultural products such as
cotton, tobacco etc4,5.

The contribution of the various products to the exports of the agro-food sector is presented in Graph
22.

Olive Oil

Globally, 2.2 million tons of olive oil are produced, about 77% in the EU. Spain, Italy, and Greece are
the top producers. Greece is home to 120 million olive trees, more than 12 per Greek citizen. The
olive and olive oil sector is dynamic and export-oriented and has a significant effect on Greece’s
economy. Greek olive oil production exceeds 300,000 tons annually and up to 70% is Extra Virgin
Olive Oil, the highest standard available. Per capital annual domestic consumption is the highest in
the world, reaching 16 kilograms. More than one third of the overall production of olive oil, up to
135,000 tons, is exported. Greece enjoys 16% of the global market and more than 450,000 families
in Greece depend on olive oil as a primary or secondary source of income1.

As the demand for organic products increases globally, Greece’s olive and olive oil producers are
quickly transforming cultivated land to be organically certified. The number of hectares devoted to
the production of organic olive oil has risen from 5,500 in 1994 to more than 38,250 in 2007 and the
number of hectares devoted to organic olives stands at more than 13,671. The production of organic
olive oil has more than tripled since 1999 and in 2006 was well in excess of 3,200 tons, of which two
thirds was exported. Millions of trees each year are being transformed to being organically certified
and Greece is poised to continue to benefit greatly from the worldwide demand for organic olives
and olive oil1.
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Topping the list of products exported are fruits and vegetables. As many companies in Greece fight
to survive, the Greek fruit and vegetable growers are profiting from the demand for organic food in
many European countries. Especially the export of Greek tomatoes noted a rapid increase in 2011,
almost doubling the tons exported in 2010. According to data published by Eurostat, showing that
volume of tomato exports to EU countries, the largest increase occurred in exports to the EU noting
by the amazing rate of 148%. Greek tomato export in EU countries notes an annual increasing since
2007, indicating that most European countries show a preference for the Greek product over its
competitors 4,31.

3.4.2.3 Greek Agro-food products Global Destinations

Food and beverage account for 2 billion Euro of Greek exports, with major destinations Italy (22.2%),
Germany (17.6%), United Kingdom (8%), United States (5.4%), and Spain (4.6%). Olive oil accounts
for almost 12% of the sector’s exports. Germany, the USA and Canada are some of the countries that
import the most of Greek products, especially olive oil, wine and dairy products. Olive oil is also
heavily exported to Italy, as wine is to France. Another example of a broadly exported Greek product
is the asparagus, given that 90% of its production is destined to export markets, primarily Germany
1,4.

Greece has recently found some new important trade partners in Russia and China. According to
recently released data from the International Olive Council, imports of olive oil into the Chinese
market grew rapidly over the past decade. The total imports of olive oil from the EU-27 countries,
accounted for 89% of total imports of China. Greece with 7% share of the total EU exports of olive oil
into China, was in the third place, after Spain and Italy. As far as Russia is concerned, the EU-27
countries imports accounted for 93% of total imports of Russia. Greece had a share of 6% of the
total imports in 2010, following again Spain and Italy32.

3.4.2.4 Opportunities & Challenges

The current economic crisis has shown that the development model of the country in the recent
years – increase borrowing and consumption at the expense of savings and investment – was not
viable because it was not based on the so-called “real economy”, i.e. to production increase. The
continuous decline of the participation of the primary sector in the country’s GDP was mistakenly
considered a sign of maturing of the Greek economy.

The trade of agriculture and food products traditionally presents a more inelastic behavior towards
economic fluctuations, with respect to other products i.e. mainly industrial. During the first year of
the global economic crisis 2008-2009, when Greek exports fell from €15.46 billion at € 13.03 billion,
the agricultural sector resisted and remained almost constant with exports worth €4 billion, thus
increasing the rate of participation in overall exports from 25.9% to 30 %. The strength of the
industry is also notable when considering an average annual overall export increase rate of 2%
between 2008 and 2012, exports of agro-food industry noted an annual growth rate of 6.9 %.
Moreover, during the year of deep recession and radical changes in the Greek Economy, exports of
agricultural sector grew by 16.4 %33.

The state intervention in the agricultural sector, through a grid objectives and measures which make
up what is called rural policy, is usually explained as a result of encounter of special conditions and
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socio-political factors. In 2010, the European Union introduced the idea of a reformed Common
Agricultural Policy (CAP). The new CAP aims at making the European agriculture sector more
dynamic, competitive, and effective in responding to the Europe 2020 vision of stimulating
sustainable, smart and inclusive growth.

Changes in the CAP involve making the ‘direct payments’ system more effective, changing the
market management tools, focusing more on rural development policy and dealing with price and
income volatility. Greece in particular, has shown signs of difficulty in coping with many of the
abovementioned factors. However, the country is gradually becoming more agile and less
dependent on European transfers.

New crops, innovative technology, campaigning for the merits of the Mediterranean diet and
promoting Greek products of Protected Designated Origin already boost Greece’s efforts in
welcoming the new era. In addition, guidance is being provided through the whole process, starting
from research and cultivation, to standardization, marketing and exports34.

A transition to more organic production will allow Greece to penetrate a variety of high-end niche
markets. Currently, only 3.5 percent of the agricultural land in Greece is certified organic, but a
movement toward more sustainable production is gaining popularity. Production of sustainable
farming can be exported to several markets, mainly in the EU, which have considerable demand for
such products. Sustainable agricultural practices and increased exports in organic goods could prove
beneficial for economic development in Greece.

Agriculture is going to be one of the agents for helping Greece get out of the crisis. There are a lot of
possibilities for the agricultural sector in Greece to become more efficient and more competitive.
One way Greece can regain a comparative advantage, despite the restraints and the economic crisis,
is to refocus agricultural production on the high-quality specialty goods like olive oil35.

Greece is moving towards a more competitive market-oriented agro-food sector, aiming at
producing quality and branded products. Capitalizing on the comparative advantages of different
areas and regions, agriculture contributes to the development of the Greek countryside. A greener
and more sustainable agriculture is promoted, enhancing the complementarity between rural policy
and the Renewable Energy Sources (RES). A new era of high nutritional value food products of the
Greek land and sea is on track, emphasizing the importance of the Mediterranean-Greek diet.
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3.5 Bosnia & Herzegovina

3.5.1 Overview Analysis

In Republic of Serpska, one of the two political entities of Bosnia & Hersegovina, there is currently a
number of alliances formed by agricultural producers. These are:

1. Alliance Association of Agricultural producers of Rebublic of Serpska
2. Fruit Growers Association of Republic of Serpska http://udruzenjevocarars.com/
3. Vegetable Growers Association of Republic of Serpska
4. Association of Farmers and Agricultural producers of Republic of Serpska

Bosnia and Herzegovina (Republic of Serpska) is also member of these international trading
associations:

1. EFTA( European Free Trade Association)
2. CEFTA( Central European Free Trade Agreement)

Bosnia and Herzegovina (Republic of Serbska) has many trade agreements with countries worldwide
such as Turkey, Iran, Belarus, Egypt, India, Indonesia, Kuwait, Pakistan, Ukraine, Qatar, China, Russia.

3.5.2 Innovation

In the Republic of Serpska there are few factories that use the newest technologies during
production:

1. “Spektar Drink”, Bijeljina (own HACCP and ISO 9001/2008 certificate)
2. “Sava Semberija”,  Bijeljina (own HALAL certificate)
3. “Plantago”,  Slatina-Ilidža (ISO 9001/2000)
4. “Prijedorčanka”, Prijedor
5. “Boksit” Milići (plant for preparation and drying fruits)
6. “Vitaminka Kreis-Industriehandel AG”,  Banja Luka
7. “Briž” Brčko (HACCP and ISO 9001:2000 certificate)
8. “Mlijekoprodukt” Kozarska Dubica (HACCP and ISO 9001:2008, IFS since 2011)

3.5.3 Legislation

There are many laws and relevant decisions aiming to protect food production and consumers
rights:

1. Organic agricultural production law (Official Journal (OJ) RS 12/13)
2. Agricultural law (OJ RS 70/06)
3. Food law (OJ RS 49/09)
4. Law about consumers rights in Bosnia and Herzegovina which is coordinated with 10

Directives of EU (OJ BiH 25/06)
5. Law about plant protection (plant healt care) (OJ RS 52/09)
6. Law abaout GMO (OJ RS 103/08), etc

Many laws are, or going to be coordinated according to EU directives
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3.5.4 New Trends

When we talk about new trends in packaging, we can see that many producers use paper, and not
plastic, if it is possible, or biodegradable plastic if it is necessary for packaging their products.
Products are often packed in containers that are easy to handle, in glass jars that are pleasant to see.
Very often we can buy everyday products whose containers looks like gifts. Goal of this is better
selling opportunity; we can also notice that nature care is more and more important in Republic of
Srpska. In product formulation producers very often use materials who are healthy, and often with
no additives.

3.6 Montenegro

3.7 Serbia

3.8 Italy

SECTION 4: THE WELLFOOD BASKET OF GOODS

4.1 Defining the boundaries and the concepts pertaining the Wellfood Cluster MERGE
4.2 The Wellfood basket of goods MERGE
4.3 Export potential in the EU and international markets

SECTION 5: THE MARKETING PLAN

1.1 ` Performance indicators
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