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Executive Summary

The study synthesizes lessons from donors’ experiences in the area of SPS and draws on these experiences to address some of the strategic questions that face World Bank opertional staff during implementation in projects relating to agro-food standards. The key lessons and preliminary conclusions on strategic questions that emerged from the review of donors experiences are presented in the report in an effort to inform the decisions of operational staff in the Bank  and provide some guidelines for their SPS –related  interventions.

The review of donors projects shows that capacity building efforts relating to agro-food standards should preempt trade disruptions by carrying out “preventative” capacity building that focuses on high risk sectors that constitute the bulk of developing countries exports to developed countries and may face difficulties in accessing international markets. These sectors  include, fish, meat/live stock , fruits and vegetables and products that can contain Aflatoxin such as nuts and cereals.

Another  key lesson that emerged from the review is that SPS capacity building should generally address the capacities of both the  public and the private sector as both sectors are critical  to building  an effective  SPS management system. Determining the proper  distribution  of resources, however,  between the two sectors is a bit complex. With the exception of plant and animal health where the public sector is usually the primary recipient of donors’ assistance,  there is no clear cut answer on the distribution of resources between the two  sectors in any given project. Donors usually take these decisions on case by case basis depending on the objective of the intervention, the sector in question, and the interest of the donor.    

Interventions with the public sector should address the regulatory framework and the technical capacities in  pertinent government agencies. In projects targeted at the private sector, donors should  address various limitations to competitiveness along with SPS-related capacities. Developing  SPS capacities can’t be effective if done  in isolation of wider competitiveness/supply chain challenges facing countries and their agro-food sub-sectors 

 
Technical and financial sustainability of project outcomes should be included in project design  as one of major objectives of all projects. To improve the technical sustainability of their projects, donors have tried different approaches to ensure sustainability.  These  approaches included  creating a pool of strong experts who can provide training for producers or the industry on the long run, developing  programs intended to train trainers,  documenting  training material in order to maintain a stock of knowledge and expertise in the agency or institutions that were targeted in the capacity building.   To improve the financial sustainability of projects,  donors should  seek stronger participation by the private sector  specially in covering the recurrent costs of services established by the project such testing services.

I. Background and Introduction

As tariff and quota barriers to trade in agricultural, food, and manufactured products are being reduced, there is growing concern about the actual and potential impact which a widening array of standards and technical regulations are having on trade and especially on the benefits of trade for developing countries. There is now a proliferation of national, international, and private standards related to products, production processes, and their environmental or social impacts. These standards are being driven by various forces, including scientific advances, consumer preferences, strategic competitive interests and, in many cases, health considerations (however unreliably based these considerations may be at times) in the developed world. 

The proliferation and increased level of standards pose challenges for developing countries—for example, in meeting international obligations, and in enhancing private and public capacities to cost-effectively meet external regulatory or supply chain requirements. 

In formulating and implementing strategies to address sanitary and phytosanitary (SPS) requirements, developing countries (and particular industries therein) have sought increased external assistance as called for under the Agreement on the Application of Sanitary and Phytosanitary Standards.  In response, and over the past decade or so, many multilateral and bilateral donor agencies have initiated projects or programs aimed at building awareness about SPS matters and/or strengthening developing country capacities to implement SPS measures. The capacity building support has taken many forms, ranging from short-term technical assistance and training to more elaborate programs and projects to strengthen the marketing and export infrastructure, both in terms of physical assets (i.e. cold stores; laboratories) and knowledge and management systems. This has been the case as well for World Bank-supported projects providing technical assistance and other capacity-building measures in this area. While the amount of support is still modest, it has been expanding and there appears to be a considerable amount of additional demand in this area from the Bank’s clients.   

But to date, there has been no attempt to evaluate donor interventions and draw lessons from the assistance that has been provided by development agencies in terms of its efficacy, efficiency, and sustainability in addressing the needs of developing countries, and to develop some conclusions  on the suitability of various approaches undertaken. It is not surprising that there has been no attempt to review in more depth and evaluate  SPS-related technical assistance. SPS related interventions  cover a broad array of technical and administrative issues and are provided by many different development institutions, both bilateral and multilateral with different perspectives and philosophies. But more critical to this absence of analysis is the fact that the area of  SPS  involves considerable difficulties in assessing the long and short term effects of interventions and , more importantly , in  quantifying  the costs and benefits  of  capacity building because such costs and benefits  cut across definitions of public and private goods.  Another reason is that  many of the projects reviewed were financed by grants where cost effectiveness wasn’t a condition for dispersing the funds.
   
This effort originally sought  to draw upon existing evaluations and to synthesize the lessons  that were identified in these evaluations and draw operational implications, highlight good practices, and comment on the effectiveness of interventions in this field. These objectives were  untenable given the state of the existing evaluative material in this field and lack of cost benefit analysis. We found that both among the bilaterals and the multilaterals there is a paucity of evaluative material and generally very limited ex-post analysis of various projects. As a result, the objectives  of the report were modified to reflect existing information and available documentation. The objectives were defined to include; drawing on donor’s experience to formulate preliminary conclusions on what constitute good practice, and  highlighting some unanswered questions that should receive more emphasis from donors during future interventions

In the absence  of evaluations and analysis by donors of their projects, the report  relied on comparing and contrasting various interventions and on insights provided by project officers and practitioners to draw some lessons and  develop preliminary  conclusions on the strategic questions raised in the report. These preliminary conclusions  should provide some general guidelines that operational staff can follow in their interventions and some basis for further analysis in this area.

The report is  structured as follows; Section II, discusses the various triggers of SPS assistance and how specific SPS projects get on the radar screen of various donors. Section III provides information on methods and sources that donors use during countries’ needs assessment. Section IV discusses the  various recipients and forms of capacity building and addresses some of the strategic questions and lessons that relate to the choice between various recipients and  forms of interventions. Section V discusses the various obstacles and challenges that donors encounter during their interventions and highlight some of the lessons that emerged in dealing with these obstacles. Section VI concludes the report, highlights some of the unanswered questions and  provides suggestions for future research.

II. Putting SPS Issues on the Radar Screens of Donors

 How Was The  Need For Intervention Identified? 
 Identification of developing country trade-related SPS needs  is usually the first stage of providing SPS assistance and it precedes actual interventions. 
The review of the projects selected indicates that  SPS related problems and, subsequently, the need for interventions by donor agencies, are identified in the context of one of three situations: 

  i) An event that involves  trade disruption ; Many of the projects that were reviewed were triggered by  trade disruptions which involved  either repeated rejections at the border (e.g. Iranian pistachio exports to Europe ) or a  ban imposed by  the importing country on  product/products  from certain country. In such  cases, the country that is subject to the trade disruption sought assistance  from donor agencies to help it build its capacities to avoid future trade disruptions. Rejections and detentions often elicit the quickest “identification” response to SPS related problems as they directly affect exporters’ revenue.

ii)A sector is identified by the recipient country or by the donor as “ high risk “ : Some countries have recognized sectors as being high risk and sought assistance from donors even without being  directly affected by a trade disruption. This often occurs when the domestic industry is relatively developed and is aware of the risks associated with the product and/or when the “high risk” product accounts for a significant share of the country’s exports.   Morocco for instance, was alarmed by  bans imposed on fish exports of Kenya and Uganda and sought assistance from UNIDO to upgrade its SPS management system in the fisheries sector. Similarly, exporters of fresh fruits and vegetables in many African countries have been alarmed by the new EU regulations on pesticide Maximum Residue Levels (MRLs) and have sought help from the EU and other donors.

iii) Developing Competitiveness and Diversification Strategies : Some SPS projects were initiated after the government and or the private sector identified food safety as a factor that had undermined or could undermine the competitiveness of a certain sector by  negatively affecting prices and or demand for the country’s products in international markets. The government or the private sector in developing countries or the donor agency identify food safety or other SPS issues as an essential consideration in plans to diversify exports. Specific SPS-related capacities are identified and pursued as part of the diversification strategy and investment path.

Most projects reviewed have been implemented  in the context of a trade disruption or were targeted at high risk sectors (see Table 1) .While most World Bank projects reviewed  have been implemented as part of broad efforts aimed and enhancing competitiveness, spending  on projects that were triggered by trade disruptions or were targeted at high risk sectors  is much larger than spending on projects that  address SPS issues as part of  developing competitiveness strategies. In 2003 more than 90% of world Bank’s  SPS related assistance was either linked to a trade disruption or was channeled to a high risk sector (see table 2 below). Similarly , response to crisis or a looming crisis has accounted for the vast majority of funds that were allocated by the EU to trade related SPS management capacity.

 What Lessons Emerged from Various  Identification Methods?

The experience of various donor agencies suggests that interventions that are  triggered by the industry’s/country’s desire to increase its competitiveness (i.e preventative in nature) are generally less costly to donors and to developing countries than interventions that are triggered by trade disruptions for two reasons. First, trade bans result in significant losses to developing countries in the form of lost exports and reputation damage, specially  to small countries which are dependent on such exports for a large part of their foreign exchange revenues. Second, a trade disruption often implies that the sector subject to the trade restriction needs a large scale intervention which addresses a wide array of problems ranging from outdated technical capacities to limited domestic regulatory controls and support institutions. 
Hence, and in addition to helping countries achieve compliance with international market requirements, preventative strategies should also aim for improving long term competitiveness of these sectors by assisting them to take proactive measures such as differentiating their products and  producing value added products.

For the Bank, its competitive advantage lies in helping countries design strategies to meet market requirements and respond to changes in the international market, including SPS related changes, rather than responding to crisis which usually requires rapid disbursement of resources and mobilizing specialized and technical personnel  that are not available at the Bank. 

 Hence, World Bank capacity building efforts should focus on “preventative” capacity building. To ensure that preventative efforts are cost effective, projects can begin by targeting high risk sectors in countries where these sectors account for a large share of exports. Trade bans, rejections and detentions have so far been  concentrated in few sectors-- fish , meat/live animals , and products that can  contain Aflatoxin (e.g. nuts, cereals). Fresh fruits and vegetables which constitute a growing share of exports from developing to developed countries are  also facing increasingly stringent standards.
Moreover, capacity building  should  be directed to help improve the competitiveness of an industry in the face of looming market opportunities or increasing market pressures. But identifying potential market opportunities and/or pressures has to be done primarily by the private sector. The Bank can play a role in strengthening the capacities of the private sector to respond effectively to market opportunities and pressures.

It is important to bear in mind that  preventative capacity building efforts can be often met with timid response from the  public and private sector because, as many donors point out, securing collaboration between various players can be difficult in the absence of a ‘clear and present danger’. Some donors have encountered resistance or slow response from the government or the private sector when the intervention was not triggered by a clear threat due, in part, because of  concerns about short-term costs. In such cases, part of the intervention should be aimed at increasing the awareness of the recipients of “looming threats” to their industry. By citing examples from the experiences of other countries and highlighting potential gains/losses that can arise from compliance/noncompliance, a donor can encourage different players to contribute to /participate in a  preventative interventions.

III. Determining Critical Functions  and Priority Needs; Sources and Methodologies

Once  the need for capacity building  has been decided as discussed in the previous section, the specific interventions/activities needed to address the SPS issues need to be  identified . 
Needs  assessments vary widely in terms of their breadth, the sources they rely on, and the methods they apply. The scope of the  needs assessments depends primarily on the context within which they are carried out and on the type  of intervention likely to ensue. For example, assessments  that are carried out as part of broad effort aimed at identifying  SPS management needs in one country or a group of countries tend to be general in nature and don’t necessarily lead to specific projects, but rather provide basis for more detailed assessments. Examples of such assessments include USAID-funded studies on SPS capacities or grades/standards systems in Central America which was mentioned earlier,  and World Bank reviews of SPS capacities in selected African countries (Wilson and Abiolo Voices of Africa). Such initiatives however, have not lead so far to  any specific projects or interventions.

In the context of a crisis, or when the donor is trying to address the needs of a specific sector, the assessments are usually more focused and specialized. For instance, as part of its efforts to help ACP countries improve their access to the EU fisheries market, the EU commission carried out an assessment of the fisheries sectors in these countries. 

Both  general and specific, needs assessments usually cover capacities in at least one of three categories; regulatory framework (laws, standards and regulations), Institutional framework (e.g. certification, accreditation, technical independence, communication between public and the private sector) and technical framework ( e.g. risk analysis,  information systems, diagnostic capability).

Donors use either local or external  sources to identify a country’s specific SPS related needs 

Locally, donors have relied on governments, and more specifically the national standards bodies or units within the ministries of agriculture or commerce/Industry. Some donors also use consultations with the private sector stakeholders, including processors/producers, to identify some of the country’s SPS related needs specially those that have direct affect on the private sector operations..  

The choice of one source over another, depends on the context of the needs assessment and on  the capacities of various potential sources. When the assessment is conducted in response to crisis donors tend to rely on external consultants and or on country inspection teams in order to quickly identify the specific capacities that need to be addressed to overcome the crisis. But when the needs assessment is carried out as part of broad effort to evaluate the strengths and weaknesses of a country’s SPS management system , donors are more likely to use domestic sources including the government and the private sector. 

The assessment methods used to identify the specific needs and functions to be covered by the project interventions also vary between donor agencies in terms of the tools they utilize, how well developed they are, and how deeply they are applied. They can include surveys distributed to different stakeholders in the public and the private sectors, interviews with exporters and government employees, formal consultation processes and directly soliciting input from various stakeholders, including industry representatives. 

The International Plant Protection Convention (IPPC) has a well developed methodology to assess SPS needs in each country covered and guide potential investments. This is known as the IPPC’s  Phytosanitary Capacity Evaluation (PCE). PCE contains questions that aim at assessing country needs and identifying them in 12 areas that are related to plant health; country background, phytosanitary legislation, pest diagnostic capabilities, pest risk analysis, surveillance, pest free areas, pest reporting, inspection systems, export certification, and institutional aspects. 


In comparison, the  Inter-American Institute for Cooperation on Agriculture (IICA)took a different approach and tried to identify those countries and the type of broad issues where SPS interventions would be more pressing by looking at practically all countries in the American continent using quantitative information from their own research and from other  related studies. In their report, the assessment of SPS capacity of the different countries was based on the countries’ rankings in terms of their level of performance in three areas:  regulatory capacity, technology effectiveness(surveillance, quarantining, etc.) and institutional capacity (originally, financial sustainability was also included as a fourth variable but was abandoned due to lack of reliable data). 

A number of measurable points were assigned to several criteria within each of the three large variables and the results were aggregated using cluster analysis.  The quantitative analysis resulted in a total of seven clusters each with a number of countries.   Within each cluster, the countries were measurably similar and equally measurably different from the countries in each of the other six clusters.   A group of “reference” (Cluster 2) had seven countries (mostly developed or relatively developed countries), each of which ranked very well in the three variables.  A second cluster of 4 countries (Cluster 1) had good ratings in the regulatory area, but weak in the other two. Cluster 7 with 2 countries was rated high in technology, but low in the other two variables.  Cluster 6 (“low development”) had four countries which rated poorly in all the variables.  Finally, clusters 3, 4 and 5 (“slow development”), totaling 16 countries were relatively low in all variables, but were very similarly rated in regulation, but differed widely in the other two variables, with generally poor ratings. 

USAID used  a combination of approaches to identify investment/intervention requirements. In a project aimed at improving quality of hazelnuts in Azerbaijan, the consultants  conducted a “Participatory Rapid Appraisal,” which incorporated surveys with 500 farmers, and  focus groups with farmers in 10 regions of the country, a competitive analysis of Azerbaijan’s largest agricultural industries, and  a study of Azerbaijan’s agricultural imports and exports.  Based on this work, they selected the dairy and hazelnut industries as those that were both growing and had the potential to be competitive over the long term. In Macedonia, USAID is using a combination of individual interviews and the “Open Space” methodology to get clients to express their needs.
  

	BOX 1: FAO Identification Of SPS Priorities 

FAO distributed questionnaires to participants in the regional pre-codex workshops that FAO held in different developing regions. A total of 99 participants from 48 countries responded to the survey. The vast majority of the participants,76%, were public sector employees. The rest were from private industry, academic institutions or consumer organizations.  Hence the priorities identified  primarily reflect the needs, as perceived  by the public sector. The responses reflect  varying needs among different developing countries. There does not seem to be an area which the vast majority of respondents identified as being as top, second or third priority . Quality assurance systems, which was ranked as the first priority, received this ranking from only half the respondents. Also noteworthy, is that the need for laboratory training and accreditation has been identified as a top  priority by only five percent of the correspondents and the need for import export control certification was ranked as one of the top three priorities by less than a third of the correspondents. 

While self assessments  by developing countries may often fall short of fully identifying SPS needs,  they can shed light on some of the areas that are being overlooked by the public sector. In some cases the areas that receive low ranking may indeed be the areas where the country has very limited capacity and needs assistance.
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What Lessons Can Be Drawn from Donors Experiences During Needs Assessment ?

The lessons summarized here reflect some of the issues that donors faced while  using various sources and methods in identifying country’s needs during the assessment phase
· Donors should involve various stakeholders from the public and private sectors in the process of identifying country’s SPS-related needs to ensure that no one party would dominate and that the  assessment covers all parts of the supply chain. Using different sources would also help donors verify the different messages they receive from potential recipients of assistance and, more importantly, may assist the donor in setting priorities for the interventions. 

· Using government agencies as a source can be very effective if the government /agency  has had experience with SPS-related issues, but is much less useful in countries with limited capacities which usually need support in identifying their own needs. Responses by developing countries to a WTO questionnaire on their SPS-related needs show that country responses and ability to identify their needs varied according to their level of integration in the international trading system and their current capacities. Countries that are highly integrated into the trading system were able to identify specific needs in the three SPS areas: food safety, plant health, and animal health, and indicated that they did not require any assistance in the area of rights and obligations under the SPS agreement.  In comparison, countries that have limited integration in the global trade system were only able to assess their needs in one of the three areas and required assistance from WTO in interpreting the SPS agreements. 
      Drawing on country responses to the WTO questionnaire, a study conducted for the Norwegian Aid Agency (NORAD) argues that countries that participate in self assessments often do not set any priorities between the different needs and limit themselves to pinpointing the possible alternatives. Identification of various needs, the study says, primarily reflects the perception and the competence/background of the person in charge of writing the report. Hence, donors, while relying on government self-assessments, should keep in mind their possible limitations. The possible issues related to self-assessments and the establishment of priorities has also been raised by a survey carried out by FAO which asked participants from developing countries to rank their priorities with relation to SPS needs. The results are shown in Box 1.

· The private sector  can contribute to assessing  the needs of public authorities and government agencies but individual small producers are rarely in a position to help with their own assessment of needs, let alone those of public sector agencies. 

· The needs identification method should be designed to produce quick results. Countries’ needs change quickly as a result of changing market standards and rapidly evolving technologies, and donors’ needs assessment methods should identify the specific needs that correspond to current standards and technologies.  

· Besides the quality of information gathered during the needs assessment phase , donors should also pay special attention to the coverage of the assessment. Needs assessments that cover the whole supply chain from the producer to the consumer and identify both weaknesses and strengths of every player in the chain, including the government and the regulatory framework, seem to provide a better basis for project design than more narrow, single stage or single institutional assessments. The reason why such coverage is important is that SPS-related risks are often not limited to one stage of production or processing. For example, controlling the risk of microbiological contamination in dairy products starts at the farm level and continues until consumption. Interventions geared only to improving final product testing are of little value if the basic building blocks for quality and food safety control have not been effectively introduced earlier in the supply chain. 

1V. Recipients Of Capacity Building Efforts, The Choise Between Public and Private Sector
The choice of one recipient over another or the different weight and resources allocated to each one vary depending on the sector in question, the functions that are being addressed and on the interest of the  donor agency and its past experience. Building a country’s capacity to protect plant health, for example, would require channeling support  primarily to the public sector and to strengthening its technical and administrative functions. Some donors also have a preference or are mandated to work with one sector or another. FAO delivers technical assistance and training mainly through the public sector but also provides assistance to small producers. Within the public sector, some donor agencies, such as the World Bank, have begun to explore interventions through local government and local communities. This approach is based on the premise that local/municipal/state government can more directly identify potential SPS issues, can react more quickly to the needs identified by local communities and can better avoid the problems of transparency and biases often associated with interventions by distant central governments.  The World Bank’s SPS support programs in Brazil are a good example of this new approach. UNIDO’s projects target technical and administrative capacities on the public and the private levels. In contrast, bilateral donor agencies, such as the EU and USAID have been heavily  involved in strengthening the institutional capacity of the private sector to identify and respond to market pressure and opportunities, while involving the public sector in aspects that require public sanction but limiting those interventions in the public sector to a strict minimum.  (USAID also provides significant support to public sector directly or through other agencies such as APHIS).  
Working With The Public Sector 

Addressing Public Sector Capacities a Must or an Option?
It has been often assumed that management of food safety and agricultural health is predominantly a public sector responsibility. But there has been a growing recognition by donors of the important role that the private sector can play in the SPS capacity building process. Capacity building in the private sector can compliment, and indeed may be a substitute for, the development of public sector capacity. An example is investment in laboratory testing facilities. In a number of developing countries, the private sector has established its own laboratories many of which are internationally accredited, either within individual enterprises or an industry organization, where there is insufficient public sector capacity to meet requirements in export markets.
The substitutability between the public and the private sector with relation to some functions together with the fact that some donors have been shifting some of their assistance away from public authorities and in favor of the private sector, pose an important question on whether it is always necessary to target public sector capacities.  


      The review of donors interventions show that addressing public sector capacities can be essential in  some interventions and less so in others depending on the objective of the intervention and the sector in question. Targeting public sector capacities is essential in interventions that involve provision of a  public good such as protection of animal or plant health. Ensuring the health of plants and animals intended for export necessarily requires strengthening the public sector capacities’ to detect and eradicate diseases. 

There are also important regulatory, research, and management functions that should be carried out by governments
. It is also essential to target the public sector in cases where the costs of collective action by the private sector are prohibitively high. Another context where involving the public sector is essential is when international governance issues are involved. In some sectors importing countries require that local public authorities ensure that firms comply with the importer’s SPS related requirements. In the fisheries sector, for example, the EU requires that in countries exporting fish to the EU “competent local authorities” provide certification for fish processing facilities on their compliance with EU hygiene and food safety requirements.  Similarly, the EU required as a condition for importing Egyptian potatoes that an agreed public sector “competent authority” certify the origin of the products from agreed brown rot-free areas within the country.


But apart from these cases where strengthening  public sector capacities is essential to achieving the objectives of the intervention, there are strong reasons to target public sector capacities in all interventions, though not as the primary recipient of assistance. 

  
One reason for targeting public sector capacities in all interventions relates to negative externalities that may arise in the absence of public sector oversight. There is always a risk that a new comer to the export sector may succeed in entering the international market and undermine the reputation of the whole sector by not complying with market standards. This risk is higher in small countries with small export sectors that don’t have an established reputation in international markets. 

Strengthening the capacities of the public sector to regulate domestic firms and ensure the quality of their exports is therefore important in any export sector. Some donor agencies also argue that channeling assistance through the private sector only would create two-tiered food safety systems in developing countries; one that adheres to food safety and hygiene requirements in developed countries and caters for the export markets, and another that caters for the domestic market and is much more lax in implementing food safety standards .
Generic Limitations To the Public Sector

While targeting the public sector capacities is very  important or even essential  in some project, operational staff should be aware of the  numerous  limitations in the public sector that can undermine the effectiveness of SPS capacity building projects.


One problem that has faced many donors while dealing with the public sector is the overlap in responsibilities between various agencies that regulate different aspects of SPS. The EU states in a project document that the Commission’s past experiences shows that conflicts between various government agencies “have often reduced national implementation capacity” and that trade benefits are maximized when the project provides support for industry. Moreover, the public sector, project officers and practitioners agree,  is slow to respond to market pressures and opportunities. 

Another problem is that frequent policy and political changes, tend to affect the sustainability of the policies and the length of service of staff and personnel in the public sector and the consequent changes in personnel and policies may render the support provided less effective.

Budgetary constraints can also limit  the government’s ability to sustain the capacities that donors built during their interventions.  

Even though  the presence of these  weaknesses has caused some donors to shift some of their assistance away from the public sector and place more emphasis on building the capacities of the private sector, all donor agencies, including those who demonstrated strong preference to working with the private sector  have involved the public sector in some capacity in their interventions. Of all projects reviewed , only one, USAID’s projects in Azerbaijan, didn’t engage public authorities due to  strict instructions from the US State Department not to deal with the Azerbaijani government. Though the project succeeded in improving the quality of the country’s hazelnut and helped exporters gain access to new markets excluding the public sector wasn’t without cost. The hazelnut producer association that USAID has helped create have failed to acquire a license for the government despite repeated applications.  

Some of the lessons the emerged from interventions with the public sector?


The main lesson derived from the donors’ experience with involvement with the public sector is that the more important role the public sector can take in SPS projects is in influencing and setting the long-term basis for action in this field by improving regulations, providing policy guidance and direction, defining standards and norms and promoting the participation of private stakeholders. In short, it is in working closely with the private sector and other stakeholders rather than in isolation that the public sector can be most effective. Other lessons that emerged from donors’ experience in building capacities are grouped under two headings reflecting the forms of assistance that the public sector receives; regulatory framework, and physical infrastructure and training.

 Regulatory Framework

Countries  should have a system of laws and regulations related to SPS and clear mechanisms for enforcing them. Regulations should include standards that reflect SPS international requirements and  the SPS requirements of the country’s main export markets. The regulatory system should also have a clear definition of the responsibilities of various government agencies and departments. In many developing countries SPS related laws are either inadequate or outdated. And even in cases where domestic laws seem adequate for the domestic market, SPS regulatory systems in developing countries may not be adapted to the requirements of their major export markets.  Moreover, the domestic regulations tend to suffer, as mentioned earlier, from overlap in responsibilities and lack of coherent allocation of responsibilities between various regulatory agencies especially with  relation to food law, inspection systems, and limited infrastructure and technical capacities. In cases where domestic laws were inadequate or outdated, donor agencies helped countries rewrite their SPS related laws. The  process of rewriting laws should include private sector and other stakeholders to ensure that the regulations reflect current market requirements. 


Some donor  interventions have lead to the creation of a national standards body to  overlook the quality of production in certain sector or across sectors. While such entity is usually part of the public sector, it is important to ensure that it is independent of government influence in terms of its administrative and technical functions. 


It is very important  to address the overlap of responsibilities and the lack of coordination  between various regulatory agencies with relation to SPS. Hansen points out that the “lack of coherent allocation of responsibilities in the fish and fishery products” have delayed the response of Kenyan authorities to the EU’s restrictions imposed on Kenyan fish exports to the union. Creating an umbrella agency that coordinates the work of various agencies and departments in charge of implementing SPS related laws can help resolve many of the problems related to overlap in responsibilities and limited coherence between various regulatory agencies and departments. 

In this respect, two models are being highlighted by donor agencies and practitioners; the Indian model and the Irish model. The Indian model deals specifically with the export sector. Despite the federal government system in India, responsibility of inspection and certification of agriculture and food product for export lies with the Inspection Council within the Ministry of commerce and Industry of the federal government. Daily inspection activities are undertaken by five regional export inspection agencies with 44 offices all over the country.  In comparison, the  “Irish model”, addresses weaknesses in the food safety system whether related to the domestic market or to the export sector. Under this model, an umbrella agency coordinates the work of all government agencies that implement different SPS related laws.  The Irish approach is certainly one that should be considered as a model for organizing food safety regulations in developing countries. (Box 2: The Irish model).


Decentralizing the control of government agencies and allocating more responsibility to local authorities at the state and municipal level and with appropriate community involvement can help increase the regulatory efficiency. Decentralizing regulatory control systems can make the standards related services  more accessible and receptive to the needs of users specially in cases where there are significant differences between regions as was the case in the Bank’s Livestock project in Brazil. Decentralizing responsibilities is not a feasible approach for all countries, as it is linked to the size of the country, the sector in question and the political and administrative system in place. But it is certainly an option to be explored when such characteristics are present or are being developed.


Weak public sector food inspection services are often the result of limited inspection skills among public inspectors. To address this issue, UNIDO usually includes a training program of government inspectors in its projects that aim to strengthen this capacity. The main objective of the training program is to train inspectors not only to improve their ability to inspect food processing and production facilities, but also to provide advice to those who work there. As one project officer puts it “we wanted [inspectors] to act as consultants to the industry, not just inspectors”.  

	Box 2: Ireland Food Safety Authority, A Potential Model for Developing Countries
In 1996  the Irish Government initiated a review of  the  country’s food safety systems. The outcome of the review was a recommendation to establish the Food Safety Authority of Ireland (FSAI) as a statutory, independent and science-based body, overseeing all functions relating to the food safety regulation of the food industry. On 1 January 1999, the Food Safety Authority of Ireland was formally established under the Food Safety Authority of Ireland Act, 1998.

The Act  established the Authority as an independent body accountable to the Minister for Health and Children and  transferred all responsibility for ensuring compliance with food safety legislation to the FSAI. While the Act maintained existing food control enforcement arrangements at local and national level in place, it provided that enforcement would  be carried out under ‘contract’ to the FSAI by various public bodies involved in food safety services delivery.

It was decided that FSAI will be governed by a Board of ten members appointed by the Minister for Health and Children. A Consultative Council gathers the  views of stakeholders involved in the production and consumption of safe food. A Scientific Committee prepares scientific advice on food safety issues. Decisions on food safety and hygiene take account of the latest and best scientific advice and information available from independent experts.

The FSAI operates the national food safety compliance programme by means of service contracts with agencies currently involved in the enforcement of food legislation. This includes the Department of Agriculture, Food and Rural Development, the Department of the Marine and  Natural Resources, Department of Environment and Local Government, as well as regionally based Health Boards and Local Authorities.

FSAI is also responsible for promoting communication, education and information on food safety matters (risk communication). This includes establishing and managing public relations and promotional activity, and developing and implementing policy on communication, education, and information for consumers, industry, and enforcement officers.

Responsibility for creating food safety policy (risk management) lies with a number of Ministers of the Government, with the Minister for Health and Children having the coordinating role. 

FSAI serves as  a model of a  single independent   agency that provides a mechanism for a uniform enforcement of food law where responsibilities of various government agencies don’t overlap. FAO has been promoting FSAI’s with its client countries as a model that can potentially address many of the weaknesses in food regulatory systems in developing countries. So far this models hasn’t been implemented by any developing countries.  




  Physical Equipment and Infrastructure, and Training 

In many of the projects reviewed, the SPS interventions include the provision of the equipment and or  construction of physical facilities, as this is one of common weaknesses identified during the assessment stage. In many developing countries equipment and facilities are often outdated, insufficient or just nonexistent. Physical equipment and infrastructure provided include laboratory equipment for testing , surveillance and research activities, production and processing controls, computer facilities and access to the internet. In some cases, this item also includes civil works (i.e., the construction of laboratories and control posts) and even the improvement of minor access roads. Training is included as a key element that accompanies the provision of infrastructure. The purpose of training is not only to build the specific capacities that will allow developing countries to meet the technical SPS requirements of importing countries but also, in many cases, to help raise awareness and allow the beneficiaries access to new organizational forms and modes of thinking about SPS issues.

Donor experience in this area provides some lessons that are summarized below. 

· It is very important to consider carefully the need for infrastructure  in projects. In a small sector,  the  level of utilization of  lab services may not justify an investment in a new lab in the country. In such case , utilization of regional laboratories with spare capacity can be a good alternative and  capacity building efforts efforts should be directed at helping improve coordination between local authorities and technical facilities in the region. 

· Provision of infrastructure should be carefully designed to ensure that the equipment is  matched by technical capacities of the staff  or that the staff can be trained to use the new facilities and equipment without undue dependence, over the long term, on consultants and other forms of technical assistance..
· Many project officers point out that one of the reoccurring problems in the area of training in the public sector is the high turn over among trained staff. Government staff often leave the public sector for the private sector after they receive training. Donors try to overcome this problem by training the trainers in order to create  a sustainable and stable pool of experts that continue to support public sector capacities on the long run.  

	Box 3: Innovative Approaches in Training Staff in the Public Sector
Donors have used several  “innovative approaches“ to strengthen public sector capacities. These are; 1)  secondment of staff from a national standards body in a  developing country to a national standards body in and industrialized country, 2) mentoring;  the mentoring of a government employee in a developing country with a national standard body in and industrialized country and 3) Twining the twining of a national standards-setting body in a developing country with a national standards body in an industrialized country.  All three approaches are based on the principle of learning by doing  which constitutes a key component of staff training on SPS related issues.



  Working with the Private sector 

Reasons For Targeing  the private sector?

The private sector has been receiving growing attention from donors as a key target or participant in SPS capacity building. The experience of the donors’ interventions reviewed and those of practitioners interviewed suggest that the success of building a country’s capacity to adapt to new sanitary and phytosanitary standards, is dependent on the participation of the various interested parties including  the private sector
. Setting priorities for a country’s needs and developing standards and capacities cannot be accomplished without full participation by all stakeholders.  

The review of donors experiences provides a number of strong reasons for targeting private sector capacities in donor interventions. First, the  private sector, whether producers or food processors, has a large stake in complying with international standards because even if one  firm is implicated in a trade crisis as a result of a food safety issue the whole sector could suffer from reputational damage that can undermine its access to export market. Hence, the private sector has strong incentive to participate or even contribute to  SPS capacity building. 
Second, Firms and producers can play a key role even in interventions that primarily target the public sector. The private sector has first hand experience with public agencies and therefore can help donors identify the needs and capacities of public authorities. Redrafting of domestic SPS laws, for example, should be done with the participation of producers and processors. During the implementation of its project in Lebanon, UNIDO invited, along with public sector officials and technical experts, representatives from the Syndicate of Lebanese food industry and Syndicate of Restaurants to participate in a panel that assessed, among other things, the country’s food laws and regulations. 
Third, involving some companies/producers from the private sector and helping them achieve compliance with international standards could create stimulus for compliance in the whole sector and lead to spillover effects to other sectors. While evidence on spillover effects remains mostly anecdotal, practitioners do believe that helping a certain sector, or a few firms within a sector, creates a competitive pressure on other players within the sector and possibly on other firms in other sectors. Moreover, the private sector can play a key role in influencing government decisions and policies to ensure that they respond to market requirements with relation to SPS capacities.  


Fourth, and as mentioned previously, the sector can often take up responsibilities that have been traditionally kept in the realm of public authorities. The EU for example  argues that testing laboratories should not be necessarily linked to public inspection services and that they can be run and sustained by private institutions.  Another example of the increasing role of the private sector in administering and carrying out functions that have been traditionally reserved to the public sector is that of the Patagonian Barrier Foundation (FUNDAPA) in Argentina. FUNDAPA is a private institution with a powerful administrative, technical, operative and financial role whose main objective is protecting the inflows and outflows of products and inputs that could make the Patagonian region susceptible to Mediterranean fruit fly and a number of animal health pests which could affect their export prospects.  , 

In general, there are no arguments against private sector involvement in SPS interventions. However, SPS interventions should not involve subsidizing the private sector either in the form of direct financial aid or  provision of equipment. If compliance with standards is profitable in the long run, the private sector should bear the compliance costs on its own just like any other production costs. And if over the long term compliance with standards results in production/processing becoming non-profitable, then from an economic point of view  there is no justification for supporting enterprises that are unable to survive without external subsidies.
What Specific Lessons Have Emerged from Interventions With Private Sector?

In highlighting lessons learned, we mainly drew on the experiences of three agencies; the EU, UNIDO and USAID with regard to food processing, and USAID, FAO and the World Bank with relation to primary producers.  Donors interventions with the private sector differ from those with the public sector in that they have been mostly limited to improving human capital and strengthening organizational and functional structure of the enterprises. Donors support the private sector  has primarily taken the form of training to help firms respond to the needs and SPS requirements of importing countries and/or helping the sector establish industry associations or a producer group with the help of technical assistance.

Limiting support to these areas is based on a consensus among donor agencies that providing assistance to the private sector should not involve free provision of machinery or capital. The reason is that provision of machinery or capital could influence the competitiveness of one firm/ producer over another, although there have been instances of interventions particularly for SMEs or small farmers involved in export markets by EU projects, such as PIP, that have received a degree of subsidization.   

Donors also usually require that private firms that receive technical assistance and training to  contribute financially to the project. While technical assistance and training are usually offered free of charge, donor agencies still require recipients to contribute by paying for transport and accommodation of their employees during the training or to pay for part of the technical assistance. 

General lessons
SPS-related constraints cannot be addressed in isolation of other factors that affect industry or producers competitiveness. SPS interventions cannot help firms that are unable to compete in the market, because of factors related to costs of production and transportation for example. USAID for instance, conducts an analysis before intervening in a sector to ensure that the sector has the potential to be competitive internationally and that it doesn’t suffer from other supply constraints that could seriously undermine its ability to compete in the international market. 

It is important to explore different methods for reducing the inherent risks of export markets. There are usually alternatives available to reduce the risk associated with various products. For example, as part of a project in Cuba, FAO advised Cuban fishery industry to shift from exporting cooked shrimp to frozen fresh shrimp and from cooked lobster tails to live lobster tails. In both cases the health and food safety risks associated with frozen shrimp and live lobster tails were significantly lowered and the costs of the shift to producing these two products were lower than the costs of upgrading plants to ensure safety of fresh shrimp and cooked lobster tails.

The marketing aspect of SPS-related interventions with the private sector is very important. By and large, donors’ technical assistance to private firms have included various aspects of marketing such as launching campaigns to publicize the “new high quality product” or changing the product’s packaging material and appearance to reflect the higher quality of the product. The purpose of the marketing component of intervention is to maximize the benefits of the intervention by stimulating higher demand for the product.

The dialogue between public authorities and the private sector and within the private sector is usually very limited and it should be encouraged through dissemination efforts and training that brings together both sectors. Donors should work on establishing or strengthening existing mechanism, both formal and informal , for inter-sectoral  an intra-sectoral communication.  

Training 

Provision of training should cover the whole domestic supply chain not just the processing stage. For many products, controlling   product quality does not end at the farm or factory gate. Training should be extended to all participants in the domestic supply chain. For instance, a project implemented by USAID in Macedonia that aimed at helping dairy processors improve the quality of their product was designed to train factory employees only. But at a later stage in the project, project officers realized the need to train retailers on how to preserve the products, one of the issues originally overlooked.

Approach to training varies depending on the size of the sector. In small sectors, donors have been able to train at least one individual from each processing plant, but in large sectors donors have aimed to create a pool of experts by training the trainers, an approach that also provides additional guarantee of sustainability.

Forming partnership with private companies to deliver training and technical assistance to the private sector in developing countries could be very effective.  USAID used a major US dairy processor to train dairy producers in Macedonia. 

 Producer and Industry Associations

 Many donors have targeted producer and industry associations  as part of  their interventions with the private sector. Some donors helped  create associations while others aimed at strengthening existing ones. Practitioners and project officers alike agree that industry and producer associations can be critical  to the effectiveness of the donors’ interventions. They can be  effective in exerting pressure on the government to ensure that the government provides the sector with the necessary services and that its regulatory actions reflect the needs of the private sector. They can also  enhance the otherwise weak flow of information about changes in regulations in export markets between local firms and producers and international markets. In an industry  where there is a large number of small processors, or where producers are distributed in a large geographic area, the existence of associations facilitates communication, dissemination of information, and delivery of training.

Some lessons that emerged from donors experience in creating and strengthening institutions are; 

· Associations can be effective in developing mechanism to oversee the implementation of certain standards and adoption of code of practice among its members. In fact, an industry association be an alternative to a national standard body in establishing and adopting a set of standards for the industry .
· Because an important function of industry and producer associations is to ensure that the government responds to market demands, training of association members on lobbying activities should be an essential component of donor capacity building efforts. 

· Many countries don’t have sufficient laws and regulations in place to allow industry and producer associations to carry out  their functions and operate effectively.  . In Azerbaijan, the ministry of justice ignored applications for legal registration by the association of hazelnut producers, which was established with the help of USAID. Despite the absence of legal registration, the association, according to the project manager, was able to provide a number of new services to its members.

· It is very important to ensure that the association has strong communication channels with the government and with buyers with in main markets to ensure that its members as well as the government are aware of any regulatory changes that can affect the country’s exports.  

· One very important function that associations can serve is strengthening communication between members of the private sector and the government. In most developing countries, flow of communication between government agencies and the private sector is very weak. One way to strengthen communication using industry associations is to assign a contact point in the association to deal with government relations.

How Do Donors Choose Private Firms as Beneficiaries of Their  Assistance ?

One of the critical decisions that donors have to deal in the course of delivering technical assistance is how to determine which firms to target in the capacity building efforts. 
Through our review, we identified three different approaches to selecting firms/producers to receive donor assistance. 
The first approach was developed by UNIDO and is based on selecting a few successful firms that have problems with compliance. The UNIDO experts visit the firms and their factories and production processes and review the firms’ financial positions to ensure that the firms are not encountering other problems that could undermine the feasibility of the intervention. UNIDO then helps them through consultation and training to improve their production practices and to comply with requirement of their main export markets. These firms are meant to serve as a  “model” for the whole sector.  

 The second approach was developed by USAID and tends to be less selective during the initial stages of the project. USAID project is open to providing support to “any interested” firm, provided that the firm is willing to incur costs of investments and undertake changes in the production process to comply with standards. 

The third approach, used by the EU in its PIP project, selectively sought to target a small number of export firms in Africa, relatively of large size, that together account for a very large share of imports of fruits and vegetables into the EU. This approach helped the project reach quickly a critical mass of imports and therefore show relatively quick results.  Slowly, other firms, particularly those with backward linkages to small producers in the production chain were included in the project. But the main objective concern was to improve SPS standards among the main fruit and vegetable exporting firms in West African countries rather than to overextend themselves backward into attempts to improve SPS standards among small producers.

While these three approaches appear to be different at first glance, they are designed to lead to very similar results; channeling support to the “best, brightest, and financially fit” firms/ producers  or to those firms that provide the critical share of exports in specific industries. While it that this design can  potentially reduce competitiveness by reinforcing the advantages of the leading firms and can therefore reduce the probability of other firms entering into those productive/export sectors, it may be the best way to ensure the most efficient use of donor’s assistance. Moreover, as the experience of many donors shows, as an export sector grows, and unless there are serious barriers to entry into the sector, other producers are likely to be drawn into that production either on their own as new producers/exporters or as contractors for established exporters, thus spreading the beneficial employment effects of exports (and therefore of poverty reduction).

Whom should the Bank Target in its Capacity Building Efforts?

One of the  questions we raised earlier in the report  is whether channeling  support to one recipient or another has implications on the effectiveness and the outcomes of SPS capacity building projects . The varying approaches and preferences among donors agencies with regard to the beneficiaries of assistance made it  necessary that we address this question.  By comparing and contrasting the experiences of various donors we were able develop some  general guidelines on  targeting assistance. 

It would appear that strengthening a country’s SPS management  capacities should generally aim to strengthen the capacities  of both the public sector and  the private sector and should be rarely targeted at one sector. As we  already discussed , the area of SPS management cuts across pubic and private goods and isolated efforts to build the capacity of one sector or another are not advised. 

Targeting one sector exclusively can be justified only in very few cases and donors experience shows that in most projects there are very strong reasons to include both sectors. 


Even when the capacity building effort is by necessity targeted at one sector, as is the case in projects aimed at strengthening plant and animal health, the private sector can play a role in setting priorities for interventions by identifying, for example, areas of interventions that will have the highest economic returns.   


Decisions on the allocation of resources between the two sectors however are more complex in the absence of  a well developed method to measure the costs and benefits of intervening with  each sector. But based on general impressions of donors experience, the proper allocation of resources to the public and or the private sector should be determined on case by case basis and should reflect the nature  of the intervention, sector in question and , most importantly, the level of development, and available capacities in each sector. Donors may find that allocating most resources to private enterprises in a country where the private sector is much more developed and organized than the public sector would increase the effectiveness of the project. 


One issue that has faced donors with the relation to the role of the public VS the private sector is whether technical support institutions should be created as a public or as a private entity. The decision, practitioners and project officers agree,  should  take into consideration  the country’s or the sector’s size, the level of development, the volume of trade, and the policy environment. In large countries or sectors, establishing support institutions as private entities is generally feasible.  If the volume of trade is large, the level of utilization of various services that these institutions provide can generate enough revenue to sustain these institutions on the long run. But in small countries where the revenue that can be generated is not sufficient to cover the costs of testing and other recurrent costs, it may be necessary to establish these institutions in the public sector or resort to using regional labs. 

V.  Obstacles and Challenges Facing Donors’ Interventions

1. Sustainability, an elusive targe ? 

The challenges and obstacles that face donors during their interventions vary depending on the type of the intervention, the sector targeted and the country where it is taking place. Many of obstacles and challenges facing donors during SPS-related interventions and ways to overcome them  were highlighted throughout the report. One challenge that was mentioned by several project officers and practitioners is the challenge of mobilizing public authorities and private enterprises in the absence of “clear and present danger”. Donors have also mentioned other obstacles to the effective implementation of the interventions:  is lack of government commitment to undertake the necessary policy changes to introduce SPS requirements; limited regional cooperation specially in interventions related to plant health protection which often requires regional authorities to take collective action to control pests and plant diseases.

 
But perhaps the one challenge that practically all donors have to deal with in SPS related intervention is sustainability. Ideally, Sustainability of project outcomes should be included in the project design as one of the project objective. But none of the projects reviewed appear to have addressed the issue of sustainability in the early stages of project design.  The experience of donor agencies suggests that donors have faced problems in ensuring the sustainability of project outcomes on two levels, technical and financial.  By technical sustainability we mean that training and or equipment that were provided during the intervention will continue to contribute to the project’s objectives and operate effectively after the   project has ended. Financial sustainability means that the firms or public sector ministry/agency, at the conclusion of donors’ intervention, can continue to finance operating and maintenance costs of  equipment and physical structure that was provided during the project and the costs of replacement of the equipment once it is required by normal wear and tear. This generally requires the availability of credit sources in the case of the private sector or budgetary resources in the case of the public sector. 


Both technical and financial sustainability of capacity building are particularly challenging for the public sector. Technical sustainability is a problem in the public sector because government staff often leave the public sector for the private sector shortly after they receive training and there is no training infrastructure to continue the recycling process.  Financial sustainability is also problematic in the public sector because many SPS-related services, which ideally should generate revenue, do not in most developing countries, and they require continuous funding from the governments which are often unable to meet the level of capital or recurrent expenditures available under donors’ projects. Ensuring financial sustainability of labs and equipment poses a problems particularly in small countries or in small sectors where the level of utilization of labs is very limited and cannot cover operational or replacement costs.    


Laboratory costs for certification, for example, are relatively high and even in cases where a fee structure is established, revenue from conducting tests may not fully cover certification costs, or the fee would have to be so high that it would discourage the certification process the project was meant to promote. Under such circumstances private investment cannot be mobilized  to fill  the countries technical needs.

To ensure technichal sustainability, donors have used different approaches. UNIDO’s approach is based on creating a pool of strong experts in the country who can provide training for producers or for the industry on the long run. Training the trainers has also been used by FAO specially when dealing with producers.  For instance, in one of its projects in Latin America, FAO created a regional network of “trainers’ trainers” which he agency  used to keep a flow of information between FAO and the  trainers and among trainers.

One important element of technical sustainability relates to documentation of training material. Given the likelihood of high turnover in some public agencies or private firms, donors should ensure that training material is being well documented in order to maintain a stock of knowledge and in expertise in the agency or institutions that was targeted in the assistance.  Donors have less often attempted to develop training institutions or strengthen existing ones which would be another way of ensuring a continuously available pool of trained staff.     

Ensuring long term technical sustainability of project interventions is likely to be easier when the private sector and not only the public sector, is involved. Because the private sector is driven by market pressures and responds to market incentives it is more likely to ensure the continuity of capacities developed during donors’ interventions. Unlike the public sector, incentives of the private sector are not driven by political factors and its priorities, given reasonable competitive environments are to ensure continued access to markets.

Ensuring financial sustainability however is more problematic specially, as mentioned earlier,  in small countries or sectors where the level of utilization of lab services wouldn’t cover the operational costs of the lab. Donors don’t seem to have solved this issue and, as a result, have created labs as public institutions which are fully subsidized by the government or are partially fee-based and partially financed by the government. USAID has established a  lab in Macedonia to test the quality of dairy products with the objective of turning it into a fee-based private entity, but that hasn’t materialized due the small size of the dairy industry in Macedonia and the agency , according to the project manager, is still trying to fin a way to overcome this problem. 
VI. Conclusion

This report has provided the main findings and lessons that emerged from a review of a number of trade related SPS capacity building projects that were implemented by different donors. The review and analysis of donor interventions suggests that capacity building   in this field has been  predominantly reactive in nature and driven by crisis or the shadow of a crisis. Most  of the projects reviewed were  implemented either  in the context of a trade disruption or in an effort to prevent it

 The sense of urgency that dominated these interventions has lead donors to overlook important elements of project design and limited the range of capacity building options available for donors. None of the projects reviewed applied a cost benefit analysis, for example, prior to the intervention. Donors decisions to intervene have been rather guided an implicit costs-cost considerations where the cost of intervention are weighed against the cost of no intervention. 

Another critical element lacking in the projects reviewed and is linked , in part, to the absence of cost benefit analysis, is a well defined methodology  for prioritizing between different needs. The process of prioritization appears to be rather driven by perceived needs which may not always lead to an optimal allocation of resources between different capacities. 

The crisis mode of the interventions may  have also limited  the range of options that  the donor can consider in building a country’s SPS management capacity. When the immediate objective of the capacity building is to help a country overcome a trade ban or a potential trade disruption ,for example, the donor’s decisions and those of the local government are likely to be biased in favor of “easy and quick fixes”  rather than the most cost  effective and most sustainable solutions. 

A related issue  is the adverse  distributional effects that may result from these projects when the capacity building is carried out in a crisis context.  The search for quick solutions to overcome or avoid a crisis  may not allow the donor or the government the time and  the flexibility to address the needs of small producers and help them integrate in a new SPS management system.

Given the proliferation and increased stringency of standards facing developing countries exports, the need for donors’ assistance in this field is only likely to grow. The World Bank is likely to face increasing requests from developing countries for trade-related SPS capacity building. But before expanding its lending in this field the Bank, and donors in general, should focus an addressing the weaknesses that emerged from this review. 

First, given the intrinsic limitations of the crisis response approach, donors should aim to shift resources in favor of building SPS management capacity in the context of developing competitiveness strategies for recipient countries . Such shift would require that donors apply cost benefit analysis prior to their interventions and develop methodologies for prioritizing between various SPS related needs. Cost benefit analysis and prioritization methods would help donors address some of the strategic questions that emerged from this review such as the proper allocation of  donors’ funds between the public and the private sector. Allocation of resources between the two sectors remains to be mostly driven by donors’ preferences and past experience rather by objective criteria that takes into considerations the capacities and limitations of each sector. 

Sustainability of project outcomes should be addressed at the early stages of the intervention and included as one of the major project objectives. 

One important finding of this report  is the limited cooperation between various donor agencies, specially between multilateral donor agencies. Given the complimentary roles that financing agencies , such as the World Bank , and implementing agencies like UNIDO or FAO can play in the process of SPS capacity building in developing countries , these agencies should increase their cooperation and sharing of expertise.  







� Open Space Methodology is based on inviting stakeholders to participate in meetings during which they express their needs and concerns. The methodology is aimed at encouraging maximum participation and enhancing dialogue between different stakeholders. 


� The vast majority (88%) of developing countries have positioned their standards institution within the public sector, most frequently as a division or semi-autonomous unit of the ministry responsible for industry and commerce (Henson, 2004). In contrast, in over 50 percent of industrialized countries the national standards institutions are in the private sector while a further 20% have some form of public-private institution.


� S. Henson, presentation World Bank January 2004.


� For the purposes of this review the private sector will include exporters, agroindustries and producers, including small producers





PAGE  
18

