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FOOD SAFETY STANDARDS AND THEIR
IMPACT ON THE SMALL FARMS
OF DEVELOPED COUNTRIES
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Abstract. This work aims to provide an update
on the issue of the effects on agriculture and food of
the heavy regulatory burden regarding food safety.
The issue is addressed in a context of heterogeneous
international sanitary requirements and multilateral
and bilateral agreements. The idea of our analysis is

to examine the problem of food safety standards and
their implications for international trade in general
and to carry out a brief analysis on the effects on small
Jarms in developed countries.
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trade, compliance costs

1. Introduction

In developed countries agricultural models are developed around the concept of quality in a
broad sense: quality of products, food safety, animal welfare, labor and environmental protec-
tion. This model reflects the evolution of the needs of consumers and, more broadly, of the
demands of society.

Food safety represents a key factor that, with others, contributes to food quality. For example,
European food safety regulations focus on guaranteeing to consumers that food is free of risk.
Obviously, zero sanitary risks are quite unattainable without enormous and unsustainable costs
for food producing firms. This means that society needs to set rules to guarantee a low level of
risk that is socially, economically and scientifically acceptable. Differently from other factors that
contribute to food quality, food safety can be thought of as a public good and, for this reason,
the policy maker needs to intervene, introducing regulations to enforce mandatory requirements.

The high number of food crises and incidents endangering health in recent decades (BSE, bird
flu, etc.) has had significant repercussions globally and has resulted in an increased demand for
worldwide protection of food safety. EU policy has evolved a lot over the last 20 years to respond
to growing concerns expressed by consumers as regard food safety. In this respect, according
to Mazzocchi at al. (2013), doubts could be raised whether such regulations are justified by a
persisting real risk to human health or, rather, are driven by the political need of responding to
short-term and possibly irrational public concerns.

In addition, private food standards at the retail level are playing an increasingly important
role in determining market access.

* University of Teramo, Italy
** INRA - ALISS Paris




Food safety standards and their impact on the small farms of developed countries

The effects of food standards on farms in developing countries as regards compliance costs
has been investigated widely (Henson, Brouder, Mitullah, 2000; Otsuki, T, Wilson, J. Sewadeh
M., 2001; Aloui and Kenny, 2005; Rios, L. B. D., Jaffee, S., 2008). So far, however, there has
been little understanding with respect to the effects of food standards requirements on farmers
in developed countries.

Nonetheless, food standards show significant differences around the world. The proliferation
of standards is occurring both at the public level (i.e. Codex Alimentarius, regional blocs, and
individual countries) and at the private level (through supply chain requirements and in response
to the demands of consumers) with different levels of protection, thus creating problems on
international markets.

Agricultural systems around the world, however, are constantly changing, in a setting of
diminishing trade barriers, globalization and liberalization, the introduction of new conditions
from different countries that de facto means increasing non-trade barriers. In this context, the
European Union and other most developed countries put a considerable effort into the creation
of policies aimed at the improvement of food safety. This situation causes enormous managerial
difficulties worldwide: if, on the one hand, the matter of food safety is a necessity for the major-
ity of consumers in developed countries, on the other, it creates significant compliance costs for
agricultural firms in developing countries. Indeed, there is a widespread presumption that food
safety standards are used by developed countries as a protectionist tool for discriminating against
imports by applying higher and/or more rigorous regulatory standards than those enforced on
domestic suppliers (Henson and Loader, 2001). Hence some studies find that smallholders are
increasingly excluded and marginalized (Maertens, Swinnen, 20006); others studies highlight the
challenges faced by some developing countries in complying with food safety standards in export
markets for agricultural and food products (Swinnen, 2012; Okello, 2012).The costs of compli-
ance with public and private standards for small-scale farmers in developed countries, however,
have beeen much less investigated. This paper, therefore, aims to introduce the discussion of the
effects of food safety standards on small farmers in Italy.

The present work provides an overview of the evolution of food safety standards and their
impact on compliance costs. For this purpose, the work is based on a literature review, some in-
context verification, the analysis of trade data and some specific interviews.

2. Public and private food safety standards

The globalization of food trade is changing food production and distribution. Food products
are distributed over far greater distances than before, creating conditions conducive to general
outbreaks of foodborne illness. Other factors account for the emergence of food safety as a public
health issue. Increasing urbanization creates more stringent requirements for transport, storage
and harvesting of food products. All these changes lead to situations in which a single source of
contamination can have widespread, even global consequences.

As a result of this evolution, over the past few years, food safety and quality has become an
important issue, both for food security and in international trade, for public opinion, policy
makers, researchers and for stakeholders at national and at international level.

Food standards have impacted on many aspects of food production, transport and trading.
Furthermore, in the light of this, in recent years, we have witnessed a dramatic increase in both
public and private food standards. In particular, the governance of food is increasingly by private

8



Food safety standards and their impact on the small farms of developed countries

actors via private governance mechanisms such as standards, and retail governance mechanisms
acquire a de facto mandatory nature for all other ooperators in the supply chain (McEachern,
Warnaby 2004; Di Fonzo, Perito, Russo, 2011).

As a consequence of these developments, small farmers are subject to an enormous number
of food safety rules from different sources both as public standards and as private regulations.

Fig. 1 - Private and public food standards
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Source: Van der Meulen (2011)

Public regulations

Public sanitary regulations have evolved throughout the years through careful management
of the conditions of production/processing/commercialization and the strengthening of judicial
tools associated with the principle of the liability of the agricultural food-chain. Over the past few
years we have witnessed an increase in regulations and norms that force agricultural producers to
follow standard practices that guarantee the production of healthy and safe food.

The regulations put in place by policy makers are:

— ofajudicial type, that establish the liability of the producers and sanctions in case of lack of
conformity with regulations or in case of incidents caused by lack of respect for regulations;

— ofaprocedural type, e.g. the creation of the HACCP procedure or procedures regarding food
traceability;

— concerning the end result, e.g., regulations that set a ceiling on harmful substances that are
permitted in end-products;

— control and inspection (sampling the quality of end-products and inspection of the produc-
tion and storage of food products).

In order to evaluate sanitary regulations different methods of assessing their impact have been
devised. For example, opportunity cost analysis has helped policy makers in the choice of the
best solution in terms of benefits for society and low total costs, by analyzing different regulatory
options. The economic advantages can be measured, for example, by analyzing the reduction in
resources spent because of food intoxication. Clearly, accounting for all the advantages associated
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with food sanitary regulations is a daunting task and would require a quantification of the value
of health, the improvement of living conditions and life-span.

Private quality standards
Government regulation on food safety, therefore, is based on the minimum requirements

for market access and mainly related to the obligations of results. Processing and marketing

companies always have a legal responsibility for the consumers” health problems and are there-
fore encouraged to adopt insurance schemes in order to protect themselves from the negative
economic impact following the control processes: fines after monitoring and inspections, eco-
nomic loss from the withdrawal or recall of products, any permanent or temporary suspension of

business by the authorities, brand damage in the view of consumers (Henson and Holt, 2000).
In order to respond adequately to the demands of the community and to improve con-

trol of product quality between upstream and downstream sectors, companies have implement-

ed forms of vertical coordination, more or less extensive (in some cases even as far as processes of
real integration).

Some scientific studies have shown that these forms of contract have resulted in chang-
ing the balance of power within the supply chain, creating further tensions between the
actors (Giraud-Heraud, Hammoudi, Soler, 2012) and, in some cases, leading to the exclusion
of producers from the system (Fulponi, 2006, Henson and Caswell, 1999).

From a general perspective the reasons why private operators have developed various strate-
gies over the years, are linked to different logics:

— one of them is related to the need for product differentiation with respect to their direct com-
petitors (Caswell et al. 1998; Grunert, 2005; Garella, 2006). This strategy leads companies to
create individual approaches aimed at making the consumer aware, by specific standards (e.g..
system B2C - business to consumer), of the quality checks carried out on production (e.g.
quality controlled by Carrefour, Auchan, ...). Within a context of imperfect market informa-
tion, an indication of quality to consumers through a system of certification is a method of
differentiation and competitive positioning (Caswell et al. 1998; Grunert, 2005);

— in recent years the B2B (business to business) standards, that are not communicated to con-
sumers, have had a significant growth. These standards refer to a range of behaviors designed
to improve quality and food safety, required by large retailers and processing companies from
their suppliers, and not disclosed to the final consumer (GlobalGap, BRC, IFS, SQF). The
development of this category of collective and voluntary standards requires the presence
of forms of horizontal coordination among groups of enterprises (agri-food and food distribu-
tion). These standards, even if voluntary, directly or indirectly affect the conditions of com-
petition and the structure of the chain (Giraud-Heraud ez 2/. 2009, Hammoudi ez a/. 2009).

3. The role of food standards in international debate

The food alarms of recent years have brought the issue of safety and quality of food to the
center of public debate. For example, with the Beijing Declaration of 2007 on food safety it has
been clearly stated at international level that food safety is an essential public health function
that protects consumers from health risks posed by biological, chemical and physical hazards
in food as well as by the condition of food. Furthermore, many studies (Dupuy, 1979, Mai-
Anh, 2007; Negri, 2009) have addressed the issue of food security as one of the fundamental human
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rights. In this context, food security is a fundamental social concern (Tothova, 2009). The same
view is supported by the United Nations. In fact, the International Bill of Human Rights pro-
vides the legal framework for the construction of the human right to eat safe food, with observa-
tions and interpretations of a general nature prepared by the United Nations Committee on Eco-
nomic, Social and Cultural Rights. In different contexts, from statements referring to other inter-
national legal instruments, the individual right to adequate and safe food has been affirmed in
recent years.

The evolution of food safety legislation as a fundamental human right went, however, in
parallel with the general principle of the development of free trade.

If, on one side, tariff barriers to trade, in accordance with the Uruguay Round, have under-
gone a significant reduction over the years, on the other, rules of individual countries aimed at
protecting individual health have increased dramatically: many observers feared that these interna-
tional standards were also used, in some cases, principally as non-tariff barriers. In fact, although
some developing countries have had the ability to adapt to these new challenges, a large number
of them remained excluded from trade with industrialized countries.

In such a context of overall complexity, as evidenced by Josling ez al. (2004), in order to
guarantee the freedom of world trade, during the Uruguay Round a central element of the sys-
tem of multilateral rules for trade in food was the SPS (Sanitary and Phytosanitary) Agreement,
accompanied by the TBT (Technical barriers to Trade) Agreement.

The primary function of the SPS Agreement was to clarify the meaning of Article XX of GATT,
that is the right of countries to protect human health, animals and plants, investigating the issue
of procedures that countries must adopt in order to prevent that generic standards and the pre-
cautionary principle can be used improperly to restrict access to domestic markets. The require-
ments for hazard analysis and critical control points (HACCP - Hazard Analysis and Critical Con-
trol Point) and maximum residue limits of pesticides in food and animal feed are some examples
of SPS requirements for market access the EU. Within the WTO (World Trade Organization)
procedures of “notification and review”, have been established such as to enable countries to oppose
those restrictive trade measures that are unsubstantiated from the scientific point of view and, are
therefore, harmful to business. However, the SPS Agreement recognizes the principle that sci-
ence does not always provide specific answers in terms of potential risks to human health.

The SPS Agreement applies only to those governmental measures that may directly or indi-
rectly affect international trade. If a measure has no trade effect or is imposed by a private firm
or trade association, the SPS Agreement does not apply to it.

The SPS measures include all relevant laws, decrees, regulations, requirements, and proce-
dures and the agreement contemplates that individual members of the WTO may apply SPS
measures on a temporary basis when the scientific evidence on the potential risk is insufficient.
These measures are commonly called “precautionary measures”. Obviously, these areas of discre-
tion for individual countries have led to several trade conflicts (e.g. US against EU for the import
ban on beef derived from U.S. cattle that have been treated with certain growth- promoting
hormones; Japan bans imports of U.S apples on the basis of concerns over the introduction of
fire blight).

However, it is difficult to determine the number of trade conflicts that occur each year, or the
costs of such conflicts. There are widely known conflicts (e.g. meat hormone), but others are liter-
ally unknown to the general public (Roberts and Unnevehr, 2003).

Three broad categories of policy instrument can be employed by governments to achieve SPS
protection. Firstly, import bans prohibit the entry of a product entirely. These are most widely
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applied to products that pose a great risk to human, (or more commonly) plant or animal health.
The second type of SPS measures are technical specifications such as: process, product or packag-
ing standards. Thirdly, information requirements for labelling and checks on voluntary claims
(Roberts et al., 1999).

Attempts to harmonize SPS measures have been made at an international level, even if the SPS
Agreement provides a basis for harmonization of standards starting as a reference with the Codex
Alimentarius and from here to the mutual recognition of national standards, where they can have
demonstrably equivalent results in terms of, protection against food safety risks.

The SPS Agreement also provides for WTO members to facilitate the provision of technical
assistance to other members, especially developing countries. In fact, these specific non-tariff reg-
ulations have become a major concern of developing countries regarding access to the inter-
national market. Faced with these changes in the international scenario, the attempt to find ad
hoc conciliation with individual countries have been supported worldwide by the use, we could
say abnormal, of regional trade agreements (RTAs) in specific countries.

Regional trade agreements have become an incontrovertible reality in the international trade
scenario. Their number has increased significantly in recent years and there are currently about
200: many of these agreements have been notified to the WTO, but the actual number could
be much higher since some of them have never been reported and many other multilateral
understandings are under negotiation. This results in an increasing share of trade being covered
by regional preferential agreements, and, even more, this situation is becoming no longer the
exception. The effects of regional and bilateral agreements on the multilateral trading system are
still uncertain, as is their impact on trade and sustainable development, but they represent excep-
tions to the fundamental principle of non-discrimination in the WTO.

Industrialized countries, as well as developing countries, however, have continued bilateral
negotiations, at an even higher speed in recent years, due to the slow progress of the multilateral
trade negotiations of the Doha Round. So while most countries continue formally to declare their
commitment to the successful conclusion of the Doha negotiations, many of them intensify
their efforts in bilateral agreements. This development is widely facilitated by the market access
opportunities provided by bilateral agreements, as in a one to one agreement; non-tradition-
al trade barriers may be included , that is technical barriers to trade and sanitary and phytosani-
tary measures, with exceptions reserved for specific countries covered by agreements. Obviously,
these agreements create privileged “corridors” in terms of access to the market.

Furthermore, the systems of voluntary private standards of large modern retailing determine
a new form of governance in the food supply chain and some studies show that standards set
by the private sector can help suppliers improve the quality of their products and gain access to
high-quality markets (Swinnen, 2012, Okello, 2012).

4. Food safety standards and implications for farmers in developed countries

It is widely recognized that standards can have a significant impact on trade. A large body of
literature presents debates on the impact of international standards on developing country pro-
ducers These studies argue that given the widespread poverty in these countries, new norms may
require considerable investment beyond their reach. Other research indicates that many produc-
ers have successfully adopted food safety standards that upgrade and enhance their competitive-
ness worldwide (Swinnen, 2012, Okello, 2012).
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Furthermore, the standards and the level of border controls influence the direction of trade
flows (Hammoudi, Fakhfakh, Grazia, Merlateau, 2010; Malorgio, Grazia, 2007). Indeed, differ-
ent types of standard can have distinct trade outcomes. At the same time, many products are sub-
ject simultaneously to a range of standards and disentangling the impacts of each is problematic.
Further, the impact of standards is influenced by the strategic manner in which firms respond.

Developing country producers can incur significant costs of compliance whenever changes
are made in international standards or those of their trading partners. Additional costs may also
be incurred in response to new or more stringent requirements of private buyers. These costs can
come in various forms, including fixed investments in adjusting production/processing facilities
and practices, recurrent personnel and management costs to implement the standard and the
public and private sector costs of conformity assessment.

According to Swinnen (2012), food standards create conditions for investment, reduce trans-
action costs, enforce competition and improve the economic conditions of farmers. The achieve-
ment of some standards for some farms in developing countries can be crucial, in the sense that
standards could become catalysts for trade. In fact, the number of producers from developing
countries, that are adopting these quality assurance systems to improve their competitiveness in
the global market is continually increasing. A demonstration of this effect is that, despite the
proliferation of public and private standards in the EU market, European imports of fruit and
vegetables are continually increasing. In fact, if we analyse specific products such as melons and
watermelons, that have enormous problem of food safety worldwide (with people dying as a
result of salmonella poisoning), in a few years imports from certain developing countries have
enormously increased, despite the evolution of food standards.

Figure 1 - The evolution of imports of melons and watermelons
into the EU-27 2000-2011 (values in US$)
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A first result of this analysis is that public and private standards have no real negative effect
on the export performance of some developing countries. Studies conducted in some developing
nations partially confirm that European imports of such products are more or less equivalent,
with respect to safety risks, to those of European products. However, there remain doubts on
the possibility of fraud for international products. One the other hand, some producers can be
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integrated into world trade without changing their practices. The imperfections of the control
systems within the EU and their diversity between European countries can lead to opportunistic
and risk-taking behavior by some producers and big importers (Hammoudi ez a/. 2009). Lack-
ing systematic controls in the production zones and lacking precise certification, the reality of
compliance to sanitary regulations and the investments in the other countries is difficult to quan-
tify. Border control remains the only filter to ensure respect for EU regulation of the imported
products. Few studies have analyzed the effectiveness of border control in the EU. Some descrip-
tive studies (i.e. Fakhfakh ez 2/, 2009) show that heterogeneous rules are applied in different
European ports, which means that some are more rigorous and selective than others in applying
European regulations. Evidently this can lead to fraud with important repercussions on public
wellbeing and on the competiveness of individual firms and producers.

Nevertheless, as shown by Otsuki, Wilson, Sewadeh (2001), small farmers in developing
countries could well have a comparative disadvantage in complying with quality standards
owing to their specific endowments. A critical point associated with the increasing prevalence of
standards is the potential exclusion of developing countries’ small producers from high-standard
export markets, with subsequent negative effects on household incomes and rural poverty. How-
ever the evidence in the last few years shows an increasing level of exports from these countries.
According to Chemnitz (2011), farm size is correlated at the margin with the costs of compliance
and the impact of standards on developing countries’ trade flows is, in some circumstances, still
limited. In fact, if evidence from Kenya (Humphrey ez a/, 2004, Jaftee, 2003), Morocco (Aloui
and Kenny, 2005), Costa Rica (Berdegué ez al., 2005) and Senegal (Maertens, 2006) describes
examples of small farmers losing market share as a result of increasing quality standards, other
surveys find very different effects: the inclusion of small farmers in modern value chains can be
found, for example, in Madagascar (Minten, Randrianarison and Swinnen, 2006) and South
Asia (Gulati et 4/., 2007).

These results show that international literature has been mainly focused on the effects of
standards on developing countries small farmers. As we know, there are very few studies (Romano
et al. 2005) on the effects of the standards on small farmers of developed countries.

Thus many small farms are forced to become certified according to a certain quality stand-
ards, because they help them maintain their competitiveness in the marketplace. This point is
confirmed by a direct survey that we have carried out, in Italy in 2012, on more than 25 fruit and
vegetable producers’ organizations (PO), with 10,000 farms associated.

In the survey 94% of these farms had applied private food standards. But the general opinion
of interviewees is that the food standards are the precondition, necessary but not sufficient, for
contracts with large supermarkets. The general crisis seems to have legitimized the market to
consider the fruit and vegetables products a “social safety net”, convenience good, regardless of
the cost required by the production process. Therefore, Italian (and also European) farms negoti-
ate the prices of their products with supermarkets in competition with companies from around
the world who have, in many cases, lower prices and similar standards to European producers in
general. This point is demonstrated by our survey which shows that almost the totality of firms
follow private food standards (such as Globalgap) and of these only 24% sell more than 75%
of their production to large modern retailers, while over 40% sell between 25-50 per cent. The
remaining share of the output of these producers is sold mainly in the wholesale markets in an
undifferentiated way and without receiving a higher price for the food quality standard. There-
fore, these products become as commodities in competition with other national non-standard-
ised products and with international products.
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Figure 2 - Commercialization of products
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In addition, interviewees indicated some difficulties in achieving these food standards:

— they often do not have a professional quality manager, which creates the need to hire external
consultants;

— in most cases, the documentation is not well understood by the executives of the farms;

— non-homogeneity of standards available, which are often considered too complicated to inte-
grate with each other to meet the needs of multiple buyers.

Therefore, the need to conform with food standards sets a significant administrative and
management burden. These firms also need to invest heavily in drastic changes in terms of pro-
duction, transport, cold chain, logistics and commercialization. Again, the cost of implement-
ing standards is very important for a firm but its burden may depend on factors exogenous
or endogenous to the firm. The level of compliance costs may increase as a result of the high
number of relationships that upstream producers have with downstream suppliers and then from
the requirement to comply with many, not always equivalent, standards (Fulponi, 2006). Some
studies, moreover, show that the nature of relationships between firms in the supply chain coor-
dinated through a strong and permanent exchange of information, may help reduce the costs
paid by the individual firm (Henson et Humphrey, 2009). The compliance costs investigated are
essentially on private standards and HACCP systems (Romano ez a/. 2005; Henson ez al., 1999,
Semos et al. 2007).

However in a globalized economy, when protection is reduced in domestic markets, and there
are also specific free trade agreements (bilateral agreements) that determine special arrangements
for entrance of food products from specific countries, local products, with high standards of food
safety, would be penalized because they compete with less expensive foreign products and do not
receive a fair return for the compliance costs to achieve standards. In these circumstances domes-
tic producers are penalized compared to their foreign competitors and despite the application
of standards, they need to re-direct their products to less demanding markets, such as wholesale
markets or processing companies.

The answer to this problem would require an international comparison of the level of per-
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formance of the other countries’ and the European products regarding the more stringent regula-
tions. The problem has, however, received little attention in empirical quantitative studies. Qual-
itative analysis has been proposed in some studies (Hammoudi, 2010), especially with respect
to productive chains that can represent risks in competitiveness with international products.
Evidently such considerations become more complex when taking into account the difference
between the “dominant” commercial chains of the large buyers (big retailers, traders) that use
private standards and other chains where private standards are not required (wholesale markets,
regional markets and so on, in the developed and developing countries).

5. Conclusion

The last decade has seen notable change in the international scenario for farms and food
firms. The new scenario is, therefore, a renewable policy space with actors, procedures and rules.
Through the 1990s and into the 2000s, international trade in food products expanded signifi-
cantly, fuelled by changing consumer tastes, advances in production, transport and other supply-
chain technologies, and the progressive liberalization of traditional barriers to trade. But simul-
taneously, the increasing prevalence of non-trade measures, such as quality and phytosanitary
standards, is a reality of agri-food trade. A systematic assessment, across countries and across
products, is much warranted, particularly in view of the rising occurrence of trade friction about
food safety and food quality. The private sector is evolving rapidly and in many cases is setting
standards that will supersede public ones.

Taking all these elements of change, this paper has provided a brief overview of the potential
ways in which standards can influence trade from developing countries to developed countries.
The question of the impact of food safety standards (public and private) on the competitiveness
of developed countries’ agriculture is an important topic that refers, for example, to one of the
main axes of the European agricultural model based on the organization of quality in a broad
sense. Behind this approach, there is the question of compatibility between society’s demand for
health and safety in food supply and economic priorities.
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