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Obstacle or opportunity?

Food safety standards as a |
challenge for developing countries

In recent years, food consumers have become in-
creasingly aware of and concerned about the sa-
fety of food products. As a response, public and
private actors have introduced different standards
to ensure that food safety reaches the degree de-
manded by consumers. Developing countries often
lack the institutional capacities and financial and

non-financial resources to comply with standards.
It is therefore crucial for stakeholders in develop-
ment aid to provide especially small-scale pro-
ducers with access to these resources, as otherwise
the farmers face negative economic long-term con-
sequences by being excluded from value chains and
more remunerative exports markets.

Food safety standards - a challenge for developing countries

In spite of the relevance of food safety, standard
adoption ability remains low especially in de-
veloping countries among poor farmers.

Standards impose financial and non-financial
investment costs on small-scale producers

@ Standard adoption requires large financial and
non-financial investment. The risk of exclu-
sion from modern supply chains due to miss-
ing conformity with food safety standards is
especially high for small-scale producers as
they lack the necessary financial assets.

® Food safety standards pose a variety of
norms on farmers: they have to change cer-

tain production practices, e. g. pest or soil
management, but are also confronted with
requirements concerning bookkeeping, farm
financial management and credit manage-
ment, among others. All these tasks require
knowledge that goes far beyond the typical
agronomic skills which traditional farmers
possess.

® Missing (financial, literacy, agronomic) skills
are non-financial constraints of food stan-
dard adoption. Standard adoption requires
investment in learning, capacity building, re-
allocation of family labor and time spent on
farming activities.
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Enhancing financial and business skills helps
farmers to overcome constraints to the adop-
tion of standards

® Research among small fresh vegetable farm-
ers in Guatemala has shown that measures to
enhance financial literacy support the adop-
tion of GlobalGAP, a standard introduced by
European supermarket chains, and increase
the economic benefits from standard adop-
tion.

® Financial skills are an important asset for
complying with complex food safety stan-
dards. They help farmers in their farm man-
agement, planning decisions, influence their
risk attitude, and make them more resilient
towards shocks.

Standards act as barriers to export penetration

® Due to the implied compliance costs stan-
dards constitute a barrier to free trade. The in-
ability to comply with standards is aggravated
for developing countries, because they lack
the necessary infrastructure and technology
as well financial resources to fulfill the stan-
dards. This implies higher compliance costs
for these producers relative to their competi-
tors from developed countries, where the in-
stitutions, that favour compliance, are already
in place.

® IntheEU forinstance, between 2008 and 2014,
the authorities reported about 10,671 cases of
import rejection of third countries’ exports.
Especially fruits and vegetables, nuts and fish
products have been rejected on the basis of
them not meeting the required standards.

FIG. 1: Number of sanitary and phytosanitary (SPS)
notifications by member countries to the WTO.
Source: WTO

® Also empirical research provides strong evi-

dence that standards reduce exports, analysed
for the example of African tomatoes to the Eu-
ropean Union.

Good institutional capacities help
with standard adoption

® The quality of public institutions of the ex-

porting country is an important determinant
of export success. This effect is even more
relevant when exports to markets with strict
standards like the EU are concerned.

Regulatory quality, as for example the ability
of a government to implement policies that
promote food safety, enhances fruit exports
to the EU.

A business-friendly environment, like a low
burden of government regulation, anti-trust
policy, and investment freedom, improves the
standard adoption ability of a country.
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What needs to be done?

Adequate measures must be put in place in de-
veloping countries to ensure standard compli-
ance, enhance market access and make use of
trade gains to alleviate poverty and improve in-
come of small-scale farmers.

-
.

Increase financial literacy and access to
financial resources

® Policy makers, development agencies and
private actors interested in small farmers’
adoption of food safety standards should in-
vest in capacity building. This implies to go
beyond agronomic topics and include busi-
ness and financial skills in training measures.
For example actors could organize financial
literacy and business skills workshops for
farmers and train extension service accord-

ingly.

® Such programs should be accompanied by a
general improvement of access to financial
resources for small-scale farmers.

2. Negotiate deeper trade agreements with
developing countries

Trade policies should encompass deeper inte-
gration of trade agreements with developing
countries to improve the transfer of sophistica-
ted technologies and knowledge. The provisions
in such trade agreements would strengthen the
exporter’s supply side capacity, enable them to
comply with stringent standards and increase
their trade volume.

3. Improve public institutions in developing
countries

® Governments and international credit sup-
pliers should condition their financial fund-
ing for food standard adoption on the quality
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of public institutions in exporting countries
to increase efficiency of development aid.

At the country level, politicians should im-
prove the quality of public institutions, e. g.
by reducing the burden of public regulation,
improving investment freedom, eliminating
discriminatory taxes, and guaranteeing com-
petitive markets.

@® Furthermore, development aid should pro-

vide (non-)financial support for improving
the standard adoption ability in developing
countries. Among others, this includes free
provision of quality testing equipment for
agricultural products, improving technical
competencies of laboratories, and establish-
ment of communication platforms between
the private and the public sector.
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