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Non Confidential       
  
 
 
24 August 2015 
 
 
Director Operations 1 
Anti-Dumping Commission 
55 Collins Street 
Melbourne 
VIC 3000 
AUSTRALIA 
 
Email:  operations1@adcommission.gov.au 
 
 
Dear Sir/Madam 
 
SPC has reviewed the recent exporter submission (EPR 055 18 August) and the exporter verification 
reports for Feger (EPR 051 10 August) and La Doria (EPR 053 14 August).With the assistance of its trade 
consultants, Blackburn Croft & Co, SPC provides the following comments. 
 
Comments on the exporter submission include, where relevant, extracts from that submission 
followed by SPC’s comment. 
 

1.  ‘It is therefore clear that the SPS fund cannot be linked to any particular agricultural product, 
since the purpose of the SPS fund as from its creation is exactly that of replacing all the ad hoc 
funds dedicated to single agricultural products.’ 
 
SPC comments 
The exporter’s assertion that ‘the SPS fund cannot be linked to any particular agricultural 
product’ is not correct. The total national ceiling corresponding to tomatoes was absorbed 
into the Single Payment Scheme beginning 2011.However the tomato growers were able to 
access the absorbed national ceiling amount on the basis of the historical hectares in the 
reference period.  Therefore the payment made from the SPS was still related to the growing 
of tomatoes. 
 
The Report confirms this observation on page 15:  
 
‘Moreover even still in 2014, EU Common Agricultural Policy payments with respect to 
tomatoes used in processed and preserved tomatoes in Italy were largely based on subsidy 
levels received by farmers in previous years, which were based on the past system of coupled 
payments. Thus while technically farmers may receive “historical reference” payments that 
are not explicitly tied to current output, for political and economic reasons the payments are 
still likely to be implicitly tied to output. Thus while explicitly decoupled from current output, 
historical reference subsidies are implicitly coupled to output.  The use of “historical 
reference” payments, which are implicitly coupled, together with a new explicitly coupled 
payment means that a significant part of CAP payments with respect to tomatoes are still 
effectively coupled to production.’  [Emphasis added] 
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‘Thus, if the farmer had 50 hectares in processed tomatoes in the past and received say 65,000 
Euros, then the 65,000 Euro payment continued.’ 

 
Annex 1 of the exporters’ submission confirms that ‘The decoupled aid was conditioned to the 
allocation, to the producers entitled thereto, of entitlements whose value was calculated on 
the basis of the average production of tomato entitled to payments for each producer in the 
base period, which included 2004, 2005 and 2006, taking into account the average surface of 
the area used to produce tomatoes in the period.’ 
 
Annex X of EC regulation 73/2009 shows the national ceiling corresponding to tomatoes.  
 
[Please refer to the confidential attachment 1 which shows estimated the subsidy rate per 
hectares]  
 

2. ‘It follows that until 31 December 2011 the payments granted to tomatoes growers 
and coupled to production amounted to 50% of the (old) Italian national ceiling for 
tomatoes, i.e. 50% of € 183,967 million. Based on the estimate of hectares used for 
growing tomatoes in Italy provided by the Complainant3, it should be concluded that 
during the transitory period the average coupled payment for tomatoes amounted to 
1439,5 €/he (183,967 mio * 50% / 63.900 he). This is exactly half of what the 
Complainant alleges to be the average subsidy per hectare.’ 
 
SPC comments 
Firstly, the exporters have the wrong dates as the payments coupled to production ended in 
2010. This has been confirmed in the findings of the market situation Report.  
 
Secondly, what the exporters neglect to mention is that during the three year transition period 
which ended in 2010, tomato growers were also receiving a decoupled subsidy which was the 
other half of the Euro 184 million 
 
Or as noted in Afrini 
‘For processed tomatoes Italy chose to maintain the transitional coupled payments at 50   per 
cent of the national ceiling until the end of 2010. More specifically, during the three‐year 
transition period a proportion of the subsidy in the amount of EUR1,300 per hectare in 2008 is 
in coupled form while the other 50 per cent of national ceiling (EUR91,984million) moves to 
the single farm payment scheme. The latter amount is distributed to farmers who received 
historical payments in the reference period of 2004‐2006, while the coupled amount of the 
payments is subjected to the condition that farmers be members of a producer organization 
and have a contract for processing. (Page 2221) 
 
So, it can be seen that tomato growers did not see a reduction in the total subsidy received 
during the transition period 2008-2010. The total payment was still the total Euro184 million 
resulting in the subsidy rate as shown by SPC in the application.  
 

3. This undisputable fact is sufficient for concluding that the calculation provided by the 
Complainant is completely flawed and unreliable, since it is based on figures 
concerning the national ad hoc ceiling for tomatoes, which has been transferred into 
the SPS fund in 2012 and which, therefore, does not exist anymore. 

                                                     
Afrini and others “An Impact Assessment of the CAP Reform Health Check on the Italian Tomato Sector” from 
the Report  
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SPC comments 
SPC disagrees with the exporters’ comment that SPC’s calculation is flawed and unreliable 
because the national ceiling was absorbed in SPS.  
 
As has been explained before, during the transition period 2008-2010, half of the national 
ceiling (decoupled component) was transferred to SPS but disbursed to the farmers based on 
payments over reference years. From 2011 onwards, the coupled subsidy amount (Euro 92 
million) was also rolled over into the SPS, along with the already included decoupled amount. 
The amount previously administered as a coupled payment was now being disbursed under 
the SPS based on historical references.  [Please refer to the confidential attachment 1] 
 
Confirmation that the entire national ceiling (Euro 184 million) corresponding to tomatoes 
was now part of the SPS and the payment was based on it is explained in the attached 
document “Window on the CAP”2 (translated from the Italian article by Google translate and 
an independently translated summary of the same article’s section on the Fruit and 
Vegetables CMO Reform). 
 
Further, the  market situation Report confirms  
‘ First, farms in processing tomato sector in Italy historically received high payments linked to 
production. …Second the key feature of the Italian reform was the use of the historic reference 
payments, whereby even if decoupled, a farm would continue to receive the total CAP payment 
it was receiving at the time.’   
 
Therefore the ‘national ceiling” still exists in the sense that payments/entitlements have been 
“locked in” through the use of reference periods. These payments/entitlements are obviously 
an important reason for growing tomatoes and for continuing to grow them. It would be an 
uncommercial assumption that the Euro184 million is not paid out each year to qualifying 
growers merely because of the 2003 reform being extended to tomatoes.3 The national ceiling 
corresponding to tomatoes is shown in Regulation 73/2009 Annex X, it provides verifiable 
information that shows what the historical payment to tomato growers has been based on, 
including during the transition period and after the transition period.4  
 
The suggestion that the amount received from the SPS and paid to tomato growers is 
significantly different from the amount previously available is not credible for the political 
and economic reasons outlined in the Market situation Report. 
 

4. ‘In other words, since 2005 onwards, and especially in the period 2010-2013, the 
direct payments granted to farmers under the SPS were gradually reduced in order to 
transfer the relevant funds from the First Pillar to the Second Pillar, dedicated to rural 
development. This circumstance cannot be overlooked, since it entails that the 
farmers have been granted a decreasing amount of money since 2005.’ 
 
 
 
 

                                                     
2 http://agriregionieuropa.univpm.it/content/article/31/11/finestra-sulla-pac-n8 
 
3 EC Regulation 1782/2003 stated in Article 28 that coupled payments would be paid in full in the SPS..EC Regulation 
1182/2007 amended the earlier Regulation to include processing tomatoes. 
4 A description of the SPS continuing payments is European Court of Auditors Report 2014 paras 1 and 2 page 6. 

http://agriregionieuropa.univpm.it/content/article/31/11/finestra-sulla-pac-n8
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SPC comments 
The transfer of funds between Pillar 1 and Pillar 2 has not been shown to affect the subsidy 
paid to tomato growers based on historical payments. The overall reduction in the total 
ceiling for Italy is not significant as shown on page 20 of the Report.  
 
In any event, the Pillar 1 and Pillar 2 architecture merely calls payments under different 
names and the amount received by the tomato grower will be similar for those political and 
economic reasons already referred to in the Report  

 
5. The alleged amount of subsidy granted to farmers (2,802 €/He) does not – at all – 

reflect the reality. As extensively demonstrated by Feger and La Doria, most farmers 
receive a payment well below 776 €/he, if anything. This is supported by factual  
evidence of payments received by farmers provided in our Clients’ submission dated 
23 July 2015. Given the evidence provided by our Clients, it would be a serious 
methodological flaw to consider that each tomato grower in Italy receives in average 
2,802 €/He. 
 
SPC comments 
SPC disagrees with the comment that considering Euro 2802/ha would be a methodological 
flaw. As has been highlighted in the previous paragraphs the tomato farmer has continued 
to receive payments based on historical entitlements. The only verifiable figure available to 
the Commission is what was applied under the national ceiling corresponding to tomatoes 
before the national ceiling was absorbed into the SPS.  
 
The reliability of the Euro 776 figure5 has been pointed out to the Commission. It has been 
highlighted in SPC’s 24th July submission that Euro 776 per hectare (obtained from the 
Solazzo report) was based on very small sample size of 453 farms of which less than 10%  
were said to be  tomato farms.  It is possible that some farms may receive a lesser amount 
and that reflects a range of factors such as historical entitlements. It is known that the total 
amount of the national ceiling corresponding to tomatoes has been continued in the SPS. 
The number of hectares used for growing tomatoes is able to be estimated for 2014. The 
division of the national ceiling value by the hectares gives a figure of Euro 2802 per hectare. 
 
The methodological flaw is in elevating the Euro 776 per hectare as more reliable than 
Annex X of Regulation 73/2009.  As has been explained in SPC’s 13 August submission, the 
coupled subsidy to be reintroduced from 2015 will amount to more than 20 percent if the 
subsidy value is established using the incorrect value of Euro 776 per hectare. SPC’s 13th 
August submission estimated the € 160 per hectare payment would be around Euro 10.5 
million.  In a study of coupled aid6, the measure applying to industrial tomatoes of Euro 160 
per hectare is shown to be close to SPC’s calculation with the actual amount recorded as 
Euro 11.2 million which suggests the aid has been allocated using 70,000 hectares. SPC 
recalls its calculation that the Euro 776 figure reduces the national ceiling to Euro 51 million 
(from the known and verified Euro 184 million) and contrasts this with the exporters’ use of 
half the subsidy figure of Euro 92 million. 
 

6. This claim is ill-founded. Our Clients firmly submit that the pass-on analysis is not 
only a logical approach, but also A mandatory test under WTO law. Such analysis 
clearly shows that the alleged distortion in the market for raw tomatoes does not 
justify the use of a constructed normal value since it does not have the effect of 

                                                     
5 Data was collected in 2011, a very wet year affecting farms in Emilia Romagna. www.agra-net/agra/foodnews 
6  Il Sistema Degli Aiuti Accoppiati Della Pac page285 June 2014 [The System of Coupled Aid in the CAP] 
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rendering the domestic sales unfit to permit a proper comparison. 
 

SPC comments 
SPC’s submission of 13th August highlighted the concerns with the pass though model used 
in the Report. The model’s outcome cannot be relied upon as it uses  the wrong level of 
subsidy, inaccurate data, dated elasticities and is unreliable where vertically integrated firms 
operate ( such as in Emilia Romagna). 

 
7. In the case at hand, in light of the significant profit margin of the tomato growers the 

pass-on analysis suggests that - even if it were considered that the direct payments 
under the SPS had an impact on the costs of production (quod non, since they are 
completely decoupled) - the suppression of such payments would merely reduce the 
profit margin of the tomato growers. Therefore, the alleged increase in the cost of 
production of raw tomatoes would not be passed-on to the downstream industry 

 
SPC comments 
SPC’s submission of 13 August (paragraph 12) explained the error in the Report’s calculation 
of the profit so any conclusions on that calculation need to be ignored. That same 
submission referred to the low profitability of tomato farms which are dependent on the 
subsidy providing a profit (paragraph 14). 
 

8. Bearing the above in mind, it is just impossible to understand how SPC may, on the one hand, 
claiming that the SPS distorts the market by artificially reducing the market price for raw 
tomatoes and, on the other hand, submitting that the alleged market distortion has 
entailed ‘higher raw material costs’. 
 
SPC comments 
The exporters’ previous submissions have admitted to the SPS playing a role of ‘income 
support’ to the farmers. If the payments made under the SPS ceased, that is, this means of 
income support was no longer available to the growers, it is reasonable to expect that the 
price received from the processors ( for the sale of raw tomatoes) will need to be increased, 
if supply is going to be guaranteed. This increase in raw prices will have an impact on the 
canned tomato prices.  
 

9. In conclusion, even accepting that a ‘particular market situation’ exists in the Italian 
market for raw tomatoes, quod non, the pass-on test clearly demonstrates that such 
distortion does not have the ‘effect of rendering the sales themselves unfit to permit a 
proper comparison’, and therefore does not justify the use of a constructed normal 
value. 
 
SPC comments 
As explained in the 13th August submission, the pass through model from the Report cannot 
be relied upon. It is unreasonable and unrealistic to expect that the prices of the canned 
tomatoes will not be affected if the subsidy were to be eliminated, especially given the 
presence of cooperatives and vertically integrated firms in the industry. SPC has presented 
to the Commission its assessment of the likely impact on canned prices in its application and 
further submissions.  
 

10. As repeatedly explained, however, the prices of raw tomatoes in Italy are the highest 
in the world, i.e. they are very likely to be higher than whatever benchmark price may 
be identified by the Commission. Therefore, should the Commission use a 
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benchmark price for raw tomatoes to construct the normal value, this would result to 
a reduction, and not to an increase, of the normal value of the two exporters. 
 
SPC Comments 
As explained in previous submissions, the highest price does not indicate that the market is 
not impacted by subsidy. The price of raw tomatoes would be higher if there was no 
intervention. The use of other countries for a benchmark is not available to the Commission 
so the alternative is to increase the price of raw tomato by the level of the subsidy in play.  
 
Exporter Visit Reports 

11. The Commission will recall SPC’s observations about the relationship between La Doria and 
its subsidiary, Eugea. The verification report confusingly notes that Eugea does not engage in 
direct sales (page 8) but then comments that La Doria makes sales to Eugea (pages 31 and 
37) 

 
Conclusion: SPC believes that the subsidy rate used for the assessment of market situation 
should be verifiable information as established in the Regulation and available to the 
industry.  
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