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Private standards and employment insecurity: GlobalGAP in the Senegalese
horticulture sector

Introduction

During the past decades developing countries haoerbe increasingly integrated in

global trade and investment. As a result, agri-f@ydtems in these countries have
undergone substantial changes and have evolved nmudern global supply chains

(Swinnen, 2007). Private and public standards Isaded playing an important role in

these supply chains. Requirements on food quatitysafety have become stringent and
have affected the structure and organization ofehsipply chains. GlobalGAP is the
single most important standard in internationaldfeopply chains, and there is a general
consensus that it has thoroughly affected the g@awere of modern supply chains in

fresh food products.

However, there is still debate on how the pradifem and increased stringency of
food standards affect welfare. There are contremjdindings on the costs and benefits
of certification at firm level (Graffham et al., @D; Henson et al., 2011) and there is an
ongoing debate on the welfare implications for thel population that participates in
these modern supply chains as contract farmersnmlogees. Studies have looked at
how GlobalGAP leads to increased vertical integratnd to its effects on smallholder
exclusion (Doland and Humphrey, 2000) and on tlemnme of contract farmers and
employees (Maertens and Swinnen, 2009; Maerteals, @011). Asfaw et al. (2009) find
positive health implications of GlobalGAP certifiman for smallholder farmers. Yet,
there are no existing studies that analyze how &{@®AP certification itself may affect
the welfare of employees.

A number of studies have focused on gender digtation and employment
insecurity in high-value supply chains and on tmpact of codes-of-conduct on gender
discrimination and workers’ wellbeing (BarrientasdaSmith, 2007; Nelson et al., 2007).
Barrientos et al. (2005) and Oxfam (2004) put fadvihe concern that the increasing
dominance of supermarkets in global supply cha@asl Ito increased vulnerability of
(mainly female) workers. They argue that much loé £mployment generated by
commercial horticulture for supermarkets is insecand informal. Dolan (2004) argues
that women are specifically preferred for this tygdevork because of the low cost and
because it allows more flexible labour adjustment.

On the other hand, one may argue that modern guhlins and high standards
are associated with more stable relations, whichldcgotentially trickle down to
employees in developing countries. Barrientos amitizidger (2004) also mention for
South African fruit exports that modern high-vakwgply chains may be associated with
a more stable outlet and that on average pricebigher. While supermarkets mostly do
not agree on the upfront, they usually do negetet the quantity and quality six months
in advance. They find that those firms that obtdiE®irepGAP certification or were in
the process of compliance tended to engage letseimeduction of permanent labour.
But on the other hand they argue that those filmas are left out of these supermarket-
led value chains may become subject to even molatilkeomarkets, which may be
associated to increased uncertainty for workersr{@zos and Kritzinger, 2004).

These studies only sum a number of potentialraggis, and none has analyzed
what the real effect is of the modernization of@yphains and the increased importance



of private standards on employment insecurity.his paper we combine secondary data
on firm-level export volumes, with company-levelterviews and unique household
survey data for the horticulture sector in SeneBaked on interviews with Senegalese
exporting firms, we illustrate that more stable @xtp and a longer exporting season are
one of the main perceived advantages of GlobalGétHfication. We analyze the effect
of GlobalGAP certification on the length of the expseason of green bean exporting
firms and find that GlobalGAP firms have a longgpert season than non-GlobalGAP
firms. While this might have been the case befemtification already, it seems that the
difference in the length of export season has aswd after firms have become certified.
Most interestingly, we analyze household surveyadatllected in the main exporting
region of Senegal, Les Niayes. We find that empdsyemployed at GlobalGAP certified
firms have a significantly longer season of emplepinat the firm and that their
contracts are more on a seasonal and less on -y basis, compared to employees
at non-GlobalGAP certified firms. This indicategtprivate standards certification may
reduce rather than increase the insecurity of eyeg® involved in modern supply
chains.

Theimpact of Global GAP certification

Over the past decade public and private standards imcreasingly gained importance in
global food supply chains. Especially GlobalGAPe(flormer EurepGAP) has become
very widespread. More and more European retailecgire that their suppliers are
GlobalGAP certified and as a response the numbesuppliers certified to GlobalGAP

has been increasing largely over the past decade.

Several concerns have been raised concerning thkcation of this wave of
GlobalGAP certifications on producers in developewuntries, often focusing at the
effects on smallholder producers. Graffham et aD0f) show that compliance to
GlobalGAP is associated with significant costs. aksfet al. (2008) and Mausch et al.
(2006) argue that certification and the associatetestments for compliance are
characterized by economies of scale, which disadgas smallholders. Dolan and
Humphrey (2000) state that GlobalGAP leads to tkeusion of smallholders, while
Asfaw et al. (2007) and Mausch et al. (2006) shioat there are important income gains
for those that succeed in getting certified. Qkelt al. (2007) indicate that certification
is associated with greater productivity, increasemrket access, and reduced pesticide
application. Maertens and Swinnen (2009) describw the increasing importance of
GlobalGAP leads to increasing levels of verticdegration by Senegalese green beans
exporters and a reduction in the share of greensisaurce from contract farmers. All of
these studies focus on producers and the majorsfacuthis literature is on the
implications for smallholders.

The decision on GlobalGAP certification is moseaftaken by export firms, who
are directly confronted with the demands by impsrend see advantages in achieving
compliance. When contract farmers get GlobalGARifagtion, this is mostly in
cooperation with (and often with financial suppofy an exporting firm. Hence, it is
crucial to understand how exporting companies decidthether or not to engage in
certification and to get insights in the constrsir@nd opportunities of GlobalGAP
certification. Henson et al. (2011) are the onlg®that look specifically at the impact



for firms rather than for smallholders. Henson, Base and Cranfield study to which
extent export performance of firms is enhancedutinoGlobalGAP certification. They
focus on the fresh produce exports from 10 Sub-+®ah&frican countries. Using
propensity score matching they show that Global@ARification leads to higher export
revenues.

A number of studies have studied private standatdsr than GlobalGAP, and
show that certification reduces costs, enhancestarband more consistent quality of the
produce and improves the efficiency of the producprocess. Certification also creates
benefits through market-level effects: it lower@ngaction costs, creates price premiums
and better market access, growth in market shacethee ability to attract new customers
(a.0. Herath et al. (2007) for Canadian food prsicgs ; Corbett et al. (20)05) for
ISO9000 certification in the US; Maldonado et (@005) for HACCP in the Mexican
meat industry). In this paper we look specificaflyo one of these market-level effects
and especially at its trickle-down effects on engpks.

While mostly the decision on certification is takey these export firms, it
obviously has implications for downstream actorsisToften concerns smallholder
farmers, but also workers employed by these exmprtompanies may be affected.
While most of the literature on standards and spypgiains has focused on the
implications for smallholder farmers, Maertens &dinnen (2009), Barrientos and
Kritzinger (2004) and Maertens et al. (2010) empeashat a large share of the rural
population may be involved through employment lggs rather than as contract
farmers. They show that large income effects amegged by employment in these
sector, and that this employment is taken up byptier and low-skilled. Yet there are no
studies analyzing the potential implications of tinereasing importance of private
standards on employees in global food supply chains

Some studies have analyzed the implications ofrlat@andards and standards
setting minimum levels of employment security andrkers’ welfare. Yet, in the
Senegalese horticulture export sector (as in mgsatutural export sectors in Sub
Saharan Africa) these labor standards are of mimgortance. Yet, indirectly also
GlobalGAP may have implications on employees. To knowledge, no studies have
looked into the potential implications of GlobalGAR employees before.

In this paper we try to identify one potential chahthrough which GlobalGAP
certification may affect the welfare of workers dayed in the supply chain, namely
through its effect on the length of the export seashe period of seasonal employment
and employment insecurity.

Horticulture exports and standardsin Senegal

We use data on the high-value horticulture expor6énegal. Our case study looks at
companies and their employees active in green bepaorts from Senegal to the EU. The
value of fresh fruits and vegetables (FFV) expdrtan Senegal as a whole have
increased tremendously over the past decade: fromillisn US$ to 30 million US$ in
2009 (Figure 1). While FFV exports have become nadversified in recent years, green
beans are still the most important FFV export pobdiihe bean supply chains involves
several exporting companies and production is cbaraed by two systems: smallholder
contract-farming and vertically integrated agrotisttial production. The production of



green beans is concentrated in the region of Lagdsi 90% of exported beans originate
from this region.

Figure 1. Horticulture exports from Senegal, 1997 — 2006.
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The GlobalGAP (the former EurepGAP) standard msady the single most
important standard in Senegal. At the time of awst tompany level interviews in 2005,
one company was certified, while three others viretbe processes of certification. As a
part of this strategy several companies started then production and reduced the
volume of produce source from smallholders sigaiiity or even completely. By 2010,
five companies obtained GlobalGAP certificationl & the 13 companies that we have
interviewed stated that GlobalGAP certification veasextremely important strategy for
the future. As a comparison, Organic standards welg considered important for 4 out
of 13 companies, and FairTrade, BRC (the BritistkaR€onsortium) and ETI (Ethical
Trade Initiative) were only considered to be impattby 1 or 2 companies, and were
attributed much a much lower importance than GiGlAd.

Earlier studies in the region indicate that empient in the horticulture export
sector is an important source of income for thalrpopulation of Les Niayes. In 2005
and 2007, more than 30% of the households livingpismarea had at least one household
member that was employed in this sector. Maerterds Swinnen (2009) show that
employment in the sector have a very large posig¥ect on incomes and that
employment is mainly directed towards the poor lwaskilled households. Given that
such a large number of rural poor are participatmthe supply chain of green beans for
export, it is interesting and important to underdtdnow certification to GlobalGAP -
which is the main private standard in this sectoar affect the welfare of employees.



Data

Our analysis is based on company level interviews,household level survey data
collected in the region Les Niayes in 2010, andsecondary data on export volumes of
fresh fruits and vegetables by Senegalese companies

In total, 13 green bean exporting firms have beégrviewed in January-February
2009 and in April 2010. The semi-structured questre included, amongst others,
guestions on the export volumes, the importancepublic and private standards,
perceived advantages and disadvantages of ceiitficatype of customers, type of
contracts, production strategy, number of small@dnvolved, etc.

A household survey, including 300 randomly seledtedseholds in 25 villages
situated in the region of Dakar and Thies, was miggal in July and August 2010. Out of
these 300 households, 101 households had at leashember that was employed in the
agro-export of beans during the past 12 monthsail2et information was collected,
including a.o. household demographic charactesistand and non-land asset holdings,
agricultural production, off-farm employment (inding employment in agro-export
firms), self-employment and non-labor income.

We use secondary data provided by the Senegalegetdtest how GlobalGAP
certification affects the length of the export sea®f green beans for 39 Senegalese
exporting firms. For every firm we have information how many kilograms of green
beans have been exporting during the period 2008:26-or a number of years
information is not complete. Export volumes aresimg for some months or there is no
monthly disaggregation at all. Therefore we use thigrdisaggregated data only for the
years 2003, 2005 and 2008, which have completenmdtion. Given that the first firm
was certified in 2005 and 5 others became certlig@008, these years capture both the
period before and while GlobalGAP gained importance

Results

The season of green bean exports from Senegalrys clearly delimited seasonally,
which is mainly due to competition with other grdssan producing countries (Morocco,
Egypt, Ethiopia, Kenya). January, February and Mane the typical export months for
Senegalese green beans. This is clear from Figuvehh illustrates the volumes of
green beans exported in the seasons 2002-2003;280%4and 2007-2008. Volumes in
November, December, April and May or more limit&tle majority of firms only export

in the peak months and do not have any exportitigitgcin the non-peak months. In
2005 and 2008, respectively 69 and 65 percent efettporting companies were only
active during a period of 4 months.

Based on company level interviews, we found a firdication of the implication
GlobalGAP might have on the stability and secuoityhorticulture export activities and
of employment in the horticulture export sectorn@anies were asked to indicate what
they perceive to be the major benefits of GlobalGaégrtification. The question was
asked to both certified and non-certified compani@é4 out of 13 companies indicated
that a more stable and longer export season wasfahe main benefits of certification.
12 out of 13 companies stated that GlobalGAP eeatibn would not create any price
premium. One of these 12 said that it probably ¢tr@ated a price premium for the first



companies that achieved certification, referrin@ tirst-mover advantage, but that this is
not the case anymore today.

Figure 2. Monthly volume of green beans exported from Senégalhe seasons 2002-
2003, 2004-2005, and 2007-2008.
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Using monthly export statistics of Senegalese gitesam exporting firms, collected by
the customs at the port and airport in Dakar, walyae whether companies which
obtained a GlobalGAP certificate have a longer expeason than other companies. Not
all Senegalese exporters export every year. They degide to export in a specific
season depending on their financial means or basedhe demand by customers.
Looking at the number of years Senegalese compdraes actually participated in
exporting reveals that there is a significant défece between GlobalGAP certified and
non-GlobalGAP certified companies. GlobalGAP cegtif companies exporting in a
larger number of years. Also the length of the ekgeason is indeed found to differ
according to GlobalGAP certification status. Comparthat are certified have a longer
export season and also the share of total yeaggréxin the non-peak months is higher
for these firms. Obviously, this does not allow tes conclude that GlobalGAP
certificationcauses a longer export season. Firms with large compataeger volumes
etc. are more likely to have a longer export seaand at the same time the pressure for
certification may be higher for these firms, aslhaslthe potential benefits.

Table 1. GlobalGAP and the length of the export season by GlobalGAP and non-
GlobalGAP certified companies (2001-2008)

Mean Green bean exporting One-sided
companies t-test
Not certified GlobalGAP P-value
certified



Total number of years exported 2 2.4 4.6 0.00°%**

Nr of firms in sample 43 5

(yearly data)

Nr of months exported
in 2003 1.5 3.0 0.07*
in 2005 1.4 5.2 0.00***
in 2008 1.0 3.4 0.00***

% volume exported in non-peak

months b
in 2003 3.8% 14.9% 0.01**
in 2005 10.5% 16.2% 0.38
in 2008 1.1% 8.8% 0.01**

Nr of firms in sample 34 5

(monthly data)

@ Total number of years exported in the period 220@8. Data are missing for the seasons 2005-200@@06-2007,
hence the highest possible number of years thatrgany participated in exporting is 6.

b \We consider January, February and March to beptiek months for green bean exports, Non-peak maarths
November, December, April and May.

Although the monthly export statistics do not iredec any causality, it seems
likely that GlobalGAP certification ensures accessustomers that have a more stable
demand. Think of supermarkets compared to spotehdrkits and vegetable markets in
Europe. GlobalGAP is a first requirement if one tgaio supply European supermarkets,
so ensuring compliance with this standards opeassipiities for selling larger and more
stable volumes, over a longer period. Analysis afrendetailed time-series data on
exports and the exact moment of certification waalldw to analyze this is more detail.
We are currently working on an extension on thile si

What we are finally interested in, is the potdnimapact private standards may
have on the rural poor that are participating indera supply chains. Therefore we
analyze household survey data for employees tleawarking in the production, picking,
sorting and handling of green beans for export. &k at the number of days and
months that these workers have been employed iagreindustry during a period of 12
months. In addition, we study on which basis they @mployed and compare between
employment at companies with and without a GlobdGA&rtificate.

Table 2 illustrates the average number of montlisdays of employment in the
agro-export industry during a period of one yede tmean salary, and the status of
employment for workers employed in the export symblain of green bean in the region
of Les Niayes.

Table 2: Period of employment during the past 12 months and employment status
for employeesin the export supply chain of green beans

Mean Employment in export supply chain of
green beans



Number of months employed 3.9

Number of days employed 90.5
Daily salary 1578
% employed day-to-day 62.2%
% employed by season 33.1%
Nr of employees in sample 196

On average, employees work for 3.9 months, or 8@ys, in the export supply
chain of green beans. Note that the green beaorseagcides with the low agricultural
season and that labor opportunities (except forl@yngent in agro-industry) are limited
in this period of the year. The daily salary faremployee in green bean exports is about
1600 CFA per day. The large majority of employeeseanployed on a day-to-day basis.
About one third is employed on a seasonal basis.

Table 3 shows the differences between employeeslobalGAP certified
companies and in non-certified companies. In c¢edifcompanies, employees work
during 4.5 rather than 3.5 months. The number ot and days worked is
significantly larger in certified companies. We dlat find a significant difference in the
salary paid to workers according to the certificatof the company. Interestingly, the
number of workers employed on a day-to-day basmsigsificantly lower for certified
firms. In GlobalGAP certified firms 42% of employeare employed on a seasonal basis,
compared to 27% for non-certified firms.

Table 3: Period of employment during the past 12 months and employment status
for employees in GlobalGAP certified and non-certified green-bean exporting
companies.

Mean Employed at green bean One-sided
exporting company t-test
Not GlobalGAP P-value
certified certified

Number of months employed 3.5 4.5 0.00°%**

Total number of days employed 80.3 105.6 0.00%**

Daily salary 1564 1602 0.36

% employed day-to-day 66.7% 55.7% 0.06*

% employed by season 27.4% 41.8% 0.02**

Nr of employees in sample 117 79

These results indicate that employees in certifisds have access to a longer
period of off-farm employment in the green beanakpg sector compared to non-
certified firms. Given the critique on the facttliae type of employment created in these
modern supply chains is insecure and volatile,thatiworkers are recruited on a day-to-
day basis, this is an important finding.



Conclusion

In this paper we describe how certification to GlGhAP seems to generate a longer
export season for green bean exporting firms, an tis effect trickles down to the
level of employees at these firms. Based on a coation of secondary export data,
unique company level interviews and unique houskbalvey data in the region of Les
Niayes in Senegal, we are the first to assessntipagdt of private standards in modern
food supply chains on employees, and more speltyfioa the length and insecurity of
their employment. We find that certification to B&®GAP generates a longer season of
off-farm employment for the rural poor and that éoypes at GlobalGAP companies
have longer term contracts than employees at ndifieg@ companies. Given earlier
studies that found a very large effect of employimenthese sectors on incomes and
poverty, this is a very important finding. Moreoy#érese findings challenge the critique
that the increased modernization of food supplyinshand the increasing importance of
standards is necessarily leading to bad contractemployment insecurity.
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