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FOOD SAFETY IN FOOD SECURITY AND FOOD TRADE
Case Study: Supermarkets and Quality and Safety Standards
for Produce in Latin America 
JULIO A. BERDEGUÉ, FERNANDO BALSEVICH, LUIS FLORES, DENISE MAINVILLE, AND THOMAS REARDON

Food safety standards that developed countries impose on
developing-country exports have sometimes created a bar-

rier to market access. But in Latin America today, the stan-
dards set by supermarkets in the region affect local producers
far more than do those imposed by developed countries. Latin
American farmers sell 2.5 times more to supermarkets within
their own countries than they export to the rest of the world.
Drawing on case studies from several Latin American coun-
tries, this brief focuses on how supermarkets in the region
have gone about imposing quality and safety standards on pro-
ducers of fresh fruits and vegetables for the domestic market.

Supermarkets in Brazil, Costa Rica, Guatemala, Honduras,
and Nicaragua hold 75 percent, 50 percent, 35 percent, 20 per-
cent, and 10 percent of the retail food market, respectively.
Supermarkets’ share of the retail market in fresh produce lags
behind their overall share of the retail food market. In Brazil,
for example, supermarkets claim only about 30 percent of
retail trade in fresh produce; the figure in Costa Rica is barely
10 percent. But supermarket retailing is rapidly overtaking tra-
ditional forms of food retailing in all of Latin America.

Supermarkets in the region have an incentive to impose
quality and safety standards on fresh fruits and vegetables
because doing so improves the health value of produce and
the state of public health. Moreover, supermarkets have the
kind of large consumer base and efficient retail approach that
allows them to make profits from imposing quality and safety
standards. Since supermarkets buy a significant portion of local
produce and have the appropriate monitoring capacity, they
can demand safety and quality from their suppliers of fresh
produce. Higher standards for fresh produce may alter the
structure of production in that sector and affect the rate of
return of small producers diversifying into those commodities.

THE EVOLUTION OF SUPERMARKET
PROCUREMENT OF FRESH PRODUCE 

Procurement systems for the supermarket chains in the study
countries have changed as follows: (1) they have shifted away
from reliance on traditional wholesale markets for fresh pro-
duce toward the use of specialized wholesalers dedicated to
supermarkets; (2) procurement has been consolidated through
the use of centralized distribution centers that serve the entire
supermarket chain in a zone or a country.The specialized
wholesalers classify the quality of products collected from sup-
pliers, often produce fruits and vegetables themselves, and
often have semi-contractual relations with suppliers (providing
them with credit or technical assistance, or specifying the qual-
ity and safety standards required by final buyers).

Why has the shift from traditional wholesalers towards
specialized wholesalers occurred?  Supermarket chains tend to
find that traditional wholesalers provide an inferior product
because they do not adhere to quality and safety standards and
that they provide inadequate service because they wield signifi-
cant bargaining power in the wholesale markets. Supermarkets
continue to procure from traditional, or nonspecialized, whole-
sale markets only when they cannot make arrangements
directly with producers through existing distribution centers.

SUPERMARKETS AND THE IMPLEMENTATION OF
PUBLIC AND PRIVATE SAFETY STANDARDS

It is important for supermarkets to distinguish between quality
and safety issues with regard to fresh fruits and vegetables. In
general, the primary standard imposed by supermarket chains in
the study countries is for quality, relating to appearance and
size. This standard is strictly enforced and monitored in every
shipment from the distribution centers of specialized whole-
salers responsible for procurement of fresh produce. Interview
after interview in our studies clearly shows that once the hur-
dle of cost is passed, quality becomes the central focus of the
procurement agent. In the predominant supermarket chains in
the most demanding consumer markets, particularly Brazil and,
increasingly, Costa Rica, product safety nearly matches quality as
the main consideration in procurement after cost.
Supermarkets compete with each other primarily on the basis
of cost, and therefore tend to stay within 10-30 percent of
prices set at the street fairs and central markets that still domi-
nate informal, or traditional, retail of fresh produce.

Thus, quality becomes crucial in differentiating the super-
markets’ product from that of traditional markets and street
fairs. With the help of centralized, mass procurement of prod-
ucts adhering to specified quality standards, supermarkets hope
to drive down costs over time while maintaining quality, and
thus increase market shares. Supermarket chains are helped in
this regard by their decision not to pay producers a price pre-
mium for goods of high quality. Instead, they set a price and
then screen for minimum levels of quality. In all the chains we
studied, the supplier must maintain quality and bears the cost
of products that do not meet specified quality standards.

With respect to the safety issues (presence of microbial
pathogens or pesticide residues) related to fresh fruits and
vegetables, sharply declining levels of standards are imposed by
supermarkets as one goes from the more developed to the
less developed countries within Latin America. Safety stan-
dards are made more stringent when both the incentives for
raising standardsædue to the "quality consciousness" of con-
sumers, for exampleæand the capacity to impose standard-
sæarising from the ability to institute public food safety regula-



tions and perform pesticide and E. coli testsæincrease with
countries' income and development levels.

In Brazil and Costa Ricaæthe only two countries in which
supermarket chains impose and enforce safety standards for
fresh produceæpublic regulations or standards governing fresh
produce safety exist, but they were instituted only in recent
years. These regulations generally are not applied in the informal
retail sector and wholesale markets for fresh produce.
Enforcement of public regulations tends to be the domain of the
modern, large-scale food industry, which has the incentive and
capacity to carry out such work. Moreover, in the case of the
Brazilian chains, the safety standards applied are private stan-
dards that go beyond the requirements of public regulations.

How the chains use safety as a marketing tool varies. The
lead chains in both Brazil and Costa Rica do not make specific
product safety claims, but they do allow suppliers to use such
labelingæeven though the chains do not verify the claims on
the labels. Supermarket chains in both countries, however, do
tell consumers that they test for water safety and pesticide
residues in an effort to project a more positive image of their
fresh fruits and vegetables.

In Guatemala, Honduras, and Nicaragua some products are
sold with organic labels, and a few products from a major sup-
plier are sold with third-party certification for food safety. But
the supermarket chains do not require or enforce any fresh
produce safety certification except for organic produce. Some
suppliers do undertake voluntary safety labeling on a few prod-
ucts, in order to gain a competitive edge.

The use of safety labeling in Guatemala is the result of a
unique program that promises to be adopted by Guatemalan
supermarket chains and that could be a useful model for other
countries. The Agricultural and Environmental Integral
Protection Program (PIPAA) is a public-private entity that is in
charge of meeting the export standards required by importing
countries. After managing the snow pea pesticide dilemma of
1991-1993, as well as the raspberry Cyclospora case since
1996 (see Briefs 7 and 10), this entity now has years of experi-
ence in working with international agencies on the quality of
export products. PIPAA’s expertise has been funneled into a
new service known as the Safety Certification Seal to address
local and regional market certification needs. Some producers
that supply the biggest supermarket company in Guatemala are
upgrading their production systems with this new program,
though it is not yet mandatory. The leading chain in
Guatemala, La Fragua, is, however, creating its own safety
labelæthe Paiz Labelæwhich it will put on packages and pro-
duce from suppliers that are certified by PIPAA. La Fragua will
use its Paiz Label in lieu of the PIPAA label because they, and
retailers in general, want safety labels that provide a competi-
tive advantage to their stores, and not to their suppliers.

CONCLUSIONS

The key points concerning quality and safety standards and the
procurement systems that supermarkets in Latin America use
for fresh produce can be  summarized as follows: (1) the incen-
tive to apply both quality and safety standards will increase as
supermarkets cater to richer consumers, because consumers
with relatively high incomes have the luxury of worrying about
the quality and safety of produce; (2) in the short to medium
run, the incentives for supermarkets to “get quality right” will
be stronger than those to “get safety right” for most fresh fruits
and vegetables (leafy green vegetables are the exception
because they have an image among consumers in most coun-
tries of being potentially unsafe); (3) private safety certification
will adopt public safety standards where they exist, or will con-
form to internationally established safety standards, such as
Good Agricultural Practices; and (4) supermarkets' capacity to
implement quality and safety standards will increase as their
buying power exceeds that of suppliers, or, in other words, the
more they centralize their own procurement systems and rely
on contracts and direct relationships with producers.

The case studies drawn on for this brief show how rapidly
the adoption of quality and safety standards for fresh produce is
influencing markets in Latin America. The vast majority of fresh
fruits and vegetables currently acquired by supermarkets come
from medium to large farms. As supermarkets compete with
each other and with the informal sector, they will not raise con-
sumer prices in order to pay for the farm-level investments
needed to meet quality and safety requirements. Thus a chal-
lenge is presented to farmers. Who will pay for safe-water
wells; for latrines and hand-washing facilities in the fields; for
record-keeping systems; and for clean packing houses with
cement floors?  The supplieræor farmerædoes and will bear the
financial burden of these costs. Small farmers face an especially
difficult challenge, because they lack access to credit and have
the burden of large fixed costs. Higher quality and safety stan-
dards mean that consumers will ingest fewer pesticides and
harmful microbes, and generally eat higher-quality fresh produce,
but they also mean that agricultural development programs must
take on the responsibility and challenge of assisting small farmers
in making the transition to producing safer and higher-quality
produce.This is especially important in the study countries, given
their weak public support systems for agriculture. ■

For more information see T. Reardon and J.A. Berdegué,
“The Rapid Rise of Supermarkets in Latin America:
Challenges and Opportunities for Development,”
Development Policy Review 20 (No. 4, 2002): 317-34; and L.A.
Thrupp, Bittersweet Harvests for Global Supermarkets:
Challenges in Latin America’s Agricultural Export Boom
(Washington, DC:World Resources Institute, 1995).

Julio A. Berdegué (jberdegue@rimisp.cl) is president of RIMISP , Santiago, Chile; Fernando Balsevich (balsevic@msu.edu), Luis Flores (floresl3@msu.edu), and
Denise Mainville (mainvill@msu.edu) are doctoral, masters, and doctoral candidates, respectively, at Michigan State University; and Thomas Reardon (rear-
don@msu.edu) is professor of agricultural economics at Michigan State University.The authors thank Fulbright-IIE for funding work in Brazil, and USAID, via
the project RAISE-SPS of Development Alternatives Incorporated and Michigan State University, for funding work in Central America.

International Food Policy Research Institute
2033 K Street, N.W. •  Washington, D.C. 20006-1002  •  U.S.A.
Phone: +1-202-862-5600  •  Fax: +1-202-467-4439  •  Email: ifpri@cgiar.org
www.ifpri.org 


