The Changing Composition of Developing Country Agro-Food Exports

and the Changing Standards Landscape
Steven Jaffee and Mirvat Sewadeh, World Bank

Historically, the agro-food exports of developing countries were dominated by a limited number of ‘tropical’ or other commodities, promoted by a combination of colonial authorities, private trading companies and farm/agricultural interests. Through to the early 1970s, only six commodities-- coffee, tea, cotton, tobacco, sugar and rubber-- accounted for more than two thirds of the total agricultural exports from developing countries (see Figure 1). 
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This picture has progressively and dramatically changed over the past three decades. The 1970s and 1980s witnessed the ‘take-off’ or accelerated growth of non-traditional agro-food exports in an array of developing countries, at a time when international prices for several traditional export commodities experienced wide fluctuations. Rapid growth was experienced in such export supply chains as those for Brazilian soybean products and frozen concentrated orange juice, Chilean fish and temperate fruits, Thai poultry and canned tuna, and Kenyan horticulture. This growth in non-traditional, higher-value food products was sparked by rising incomes, growing consumer health consciousness and urbanization patterns in both industrialized and developing countries and was facilitated by advances in production, transport and other supply chain technologies, and by increased international investment in the food industry (Jaffee, 1993)  In the face of relatively favorable demand conditions, improved international market access, and rising cost structures in industrialized country agriculture and fisheries, more and more developing country (and multinational investment) resources flowed into export supply chains for higher value food products.
Such investment in supply capacity in ‘non-traditional’ export sectors, coupled with comparatively slow growth in demand and continued price instability for many of the traditional export commodities, has resulted in an enormous shift in the overall structure of developing country agro-food exports. Figure 2 illustrates the explosion, over the past two decades of developing country exports of higher-value agro-food commodities—a category which includes fresh/processed fruits and vegetables, meat products, fish products, nuts, spices, and floricultural products. Developing country trade in these products has increased from $26 billion in 1980/81 to $106 billion in 2003/4, accounting for 78% of the total agro-food exports of developing countries in the latter years. Comparatively rapid growth has also been achieved in developing country trade in cereals, oilseeds, and animal feed, although relatively few countries are major players in international markets for these goods. At least in the past decade, some considerable growth has been achieved in the trade of ‘other’ food items, including beverages, cigarettes, dairy products, and other processed foods not otherwise classified. 

Over this two decade period, developing country trade in the major traditional commodities (i.e. those listed above) grew only modestly in nominal terms. The aggregate share of such commodities in the total agro-food trade of developing countries fell from 42 percent in 1980/81 to 20 percent in 2003/04. In the latter year, two different categories of high-value foods—(1) fruits and vegetables, and (2) fish products—each, on their own, involved developing country exports exceeding the combined value of all the major traditional commodity exports. Figure 3 summarizes the changing composition of developing country agro-food exports.
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Although countries currently classified as middle income countries have accounted for the greatest proportion of the expansion of developing country non-traditional exports, low-income countries have also experienced some considerable growth in such exports. The exports of higher-value food exports from middle income countries increased from $21.5 billion in 1980/81 to $44.5 billion in 1990/91 to $88.4 billion in 2003/04. Such exports from low-income countries were only $3.6 billion in 1980/81 but grew to $6.3 billion in 1990/91 and to more than $16 billion by 2003/04.
  As a result of that growth, coupled with only limited expansion in their exports of the major traditional commodities, the share of non-traditional export products in the export baskets of low-income countries increased from 44 percent in 1980/81 to 68 percent in 2003/04 (Figures 4, 5, and 6). A sub-set of low income countries have emerged as very competitive players in selected international markets for high-value foods. Some examples include Kenya for vegetables and cut flowers, Vietnam for fish and spices, Tanzania for fish, Bangladesh for shrimp, Peru for asparagus, and India for fresh and processed horticultural products, fish and spices. 
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Among the major traditional export commodities, only for sugar, coffee, and cotton are there ten or more developing countries that have achieved very large trades, exceeding $100 million per annum. In contrast, large numbers of developing countries have been major participants in the growing markets for higher-value food products. As Table 1 illustrates, in 2004, some 27 countries had fruit and vegetable exports exceeding $100 million, and an additional 30 countries had such exports exceeding $25 million. Similarly, 20 developing countries recorded fish exports exceeding $100 million and an additional 22 countries had exports that of more than $25 million. 
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Fish F&V Tobacco Sugar Cocoa Coffee Tea Cotton Rubber

>100 20 27 8 19 8 15 5 15 1

>25 22 30 13 29 8 9 4 14 11

Non-traditional Commodities Traditional Commodities'


Source: Based on UN COMTRADE data.
Changing Landscape of Standards
The structural change in developing country agro-food exports has contributed to increased employment and incomes in the rural areas of many countries and contributed to greater macroeconomic stability in some. On-going demographic changes and broader shifts in consumer preferences and demand should continue to provide ample commercial opportunities for the production and sale of higher-value food products, whether domestically or in regional or international markets.

However, expanding global trade in perishable agricultural products and high-value foods has served to highlight the extent to which national standards for food safety and animal and plant health diverge, as well as the differential capacities of public authorities and commercial supply chains to manage the potential risks associated with trade in these products.  For many higher-value foods, including fruits and vegetables, fish, beef, poultry and herbs and spices, the challenges of international competitiveness have moved well beyond price and basic quality parameters to greater emphasis on food safety and agricultural health concerns.
  Across this range of products there is increasing attention to the risks associated, for example, with microbial pathogens, residues from pesticides, veterinary medicines or other agricultural inputs and environmental or naturally-occurring toxins.  In turn, there is greater scrutiny of the production or processing techniques employed along these supply chains (Buzby 2003).

There are various reasons why food safety and agricultural health standards, commonly referred to as sanitary and phytosanitary (SPS) measures within the context of the World Trade Organization (WTO), differ between countries (Unnevehr 2003 and Henson 2004).  First, there are significant differences in tastes, diets, income levels and perceptions that influence the tolerance of populations towards these risks.  Differences in climate and in the available technology (from refrigeration through to irradiation) affect the incidence of different food safety and agricultural health hazards.  Standards reflect the feasibility of implementation, which itself is influenced by legal and industry structures as well as available technical, scientific, administrative and financial resources.  Some food safety risks, for example, tend to be greater in developing countries due to weaknesses in physical infrastructure (for example standards of sanitation and access to potable water) and the higher incidence of certain infectious diseases.  Further, tropical or sub-tropical climatic conditions may be more conducive to the spread of certain pests and diseases that pose risks to human, animal and/or plant health.

The intrinsic risks associated with the production, transformation and sale of high-value and perishable food products, combined with different standards and institutional capabilities, can pose major challenges for international trade in these products.  This is even more so because the landscape for food safety and agricultural health standards is rapidly changing.  Over the past decade there has been greatly increased public awareness and concern about food safety within high-income developed countries in the wake of a series of highly publicized food scares or scandals.
  In some countries, these events have shaken the underlying confidence of consumers in national or regional systems of food safety regulation.  In response, there have been significant institutional changes in food safety oversight and reform of pertinent laws and regulations.  For long-held concerns (for example the potential environmental and health impacts of pesticides), there has been a tightening of many standards in industrialized and other countries.  In addition, new standards are being applied to address previously unknown or unregulated hazards.

In parallel with these changes in official standards and public oversight, have been accelerated moves by the private sector to address food safety risks and otherwise address the concerns and preferences of consumers and civil society organizations.  Much of the motivation behind this trend has been the mitigation of reputational and/or commercial risks, while in some product lines and industries these moves have also been part of commercial strategies of differentiation.  By comparison, private codes of practice have increasingly become minimum requirements for accessing some developed country markets. Supermarkets in the UK, for example, require its suppliers to be certified under  EUREPGAP, and BRC.

There is also concern that many developing countries simply lack the administrative, technical and scientific capacities to comply with emerging requirements, presenting potentially insurmountable barriers in the short or medium-term.  And, the investment and recurrent ‘costs of compliance’ could undermine the competitive position of developing countries or otherwise compress the profitability of high-value food exports.  The combined effects of institutional weaknesses and rising compliance costs could, it is argued, contribute to the further marginalization of weaker economic players at various levels, including small/poor countries, small and medium-sized businesses and small-holder farmers.  

An alternative and less pessimistic view emphasizes the potential opportunities provided by the evolving standards environment and the likelihood that certain developing countries can utilize such opportunities to their competitive advantage.
  From this perspective, many of the emerging public and private standards are viewed as a necessary bridge between increasingly demanding consumer requirements and the participation of distant (and international) suppliers.  Many of these standards provide a common language within the supply chain and promote the confidence for consumers in food product safety. Without that confidence, the market for these products cannot be maintained, let alone increased, in turn jeopardizing international trade.

From this ‘standards-as-catalyst” perspective, the challenge inherent in compliance with food safety and agricultural health standards may well provide a powerful incentive for the modernization of developing country export supply chains and give greater clarity to the necessary and appropriate management functions of government.  Further, via increased attention to the spread and adoption of ‘good practices’ in agriculture and food manufacture, there may be spillovers into domestic food safety and agricultural health, to the benefit of the local population and domestic producers.  Part of the costs of compliance could be considered necessary investments, while an array of foreseeable and unforeseeable benefits might arise from the adoption of different technologies or management systems.  Rather than degrading the comparative advantage of developing countries, enhancement of capacity to meet stricter standards could, potentially, create new forms of competitive advantage.  Hence, the process of standards compliance could conceivably provide the basis for a more sustainable and profitable trade over the long-term, albeit with some particular winners and losers.

Table 2 below provides an overview of the types of (official) technical requirements and private standards or codes of practice which are being commonly applied at international and national levels for a range of different product categories. This information is more illustrative than comprehensive. The extent to which such requirements/standards are actually applied/enforced, as well as the specific forms or tolerances of such standards, vary widely from country to country and, in some cases, even among different market segments for similar products in the same country. Hence, for developing country trade with different trading partners, not all of these requirements/standards might apply and their degree of stringency can vary enormously. Moreover, the extent to which these standards impact or determine market access also varies from one standard to another. Requirements related to food safety, plant health and animal health, as well as technical regulations, often determine whether or not commodities can access their intended markets. Products are tested for several food-borne illnesses, and animal and plant diseases at the point of entry of the importing country and shipments are rejected or allowed into a country based on the results of these tests
. In comparison, standards on social and environment issues have been mostly used as a differentiation strategy that is utilized mainly to capture niche markets in developed countries. While there have been cases where environmental concerns have actually lead to trade bans (see module XXX) , these incidents were too few and too far apart to be considered a trend in international trade. 
International trade in most of the ‘traditional’ export commodities continues to be governed primarily by price competition, adherence to well-established quality grades, and traditional forms of trade protection. For certain commodities and for certain markets, some limited attention to food safety parameters has emerged in recent years (i.e. pesticide residues in tea; Ochratoxin A in coffee). In the ‘specialty’ market segment for these commodities—including, organic, Fair Trade, or similar segments—particular attention is given to the environmental and/or social dimensions of the production processes, with the need to get certain practices or conditions certified. 
Among the various categories of ‘non-traditional’ agro-food exports, price and quality parameters are also important, yet market access and overall competitiveness in mainstream trading changes is relatively more dependent upon compliance with food safety, agricultural health, and environmental standards.
 For example, for trade in fresh fruit and vegetables, both governments and private sector players are applying more stringent food safety product and process standards, with particular attention given to the safe use of pesticides and the presence of pesticide residues in produce. In this trade and that for cut flowers, increasing attention has also been given to phytosanitary controls and the possible international transmission of plant pests. 

An increasing number of countries have severely tightened their product and process standards related to fish and fishery products, with increased attention to hygienic conditions at fish landing sites and in fish processing facilities, and to the overall regulatory framework for fish quality and safety controls. For live animals and livestock products, there have been long-standing concerns about the possible transmission of contagious animal diseases through trade.  With the emerging links between certain animal diseases and human food and health risks (in particular BSE and Avian Flu), far more stringent sanitary measures have been adopted by many industrialized and developing countries.

For cereals, oilseeds, and animal feeds, there is growing international attention to microbiological contamination, plant health risks, and, for certain markets, the need to identify and label supplies based on genetically modified varieties. International trade in spices and nuts was historically governed by price competition and attention to physical and other product quality parameters. However, in parallel with broader trends in the food industry, there has been greater attention in recent years to food safety (including mycotoxins and additives) and plant health concerns.

Final Remarks
Recognized compliance with food safety, agricultural health, environmental and social standards is becoming an increasingly important part of the challenge of competitiveness for farmers, processors and the broader agricultural export supply chains of developing countries. This trend is most evident in relation to trade oriented to high income industrial countries-- and particularly for trade channels for horticultural, fish, and meat products. The future trajectory of such standards in these countries will be driven by a complex of socio-economic, demographic, political and technical factors. Developing country suppliers will need to closely track these developments and reflect them in their own commercial strategies and production practices. 
Perhaps more uncertain will be the challenges and opportunities which will result from changes in the structure of food and agricultural raw material demand and the evolution of applied food safety and other standards among developing countries themselves. For the foreseeable future, the bulk of incremental demand for higher value food and agricultural products will take place in these countries. Whether the trajectory of applicable standards in such countries will follow the observed patterns in high-income countries, or will come to give greater weight to rather different sets of risks, preferences, and values, could profoundly influence future patterns of trade and agro-food system commercialization among developing countries.   
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� Notice that the high value agro-food exports of low-income countries grew faster (153%) than did that of middle-income countries (98%) since the early 1990s.


� For the more ‘traditional’ agro-food export commodities of developing countries, such as beverage crops, fiber crops, tobacco and sugar, international trade is still largely governed by price and basic quality parameters and by traditional forms of trade protection/preferences.


� A few examples include Bovine Spongiform Encephalopathy (BSE) in beef in the UK, E. coli in hamburgers in the United States, and dioxins in animal feed in Belgium.


� For example BSE, Genetically-Modified Organisms (GMOs), environmental contaminants (such as dioxins and PCBs) and naturally-occurring toxins (such as Ochratoxins).


� This argument is more fully developed in World Bank 2005; and Jaffee and Henson, 2004.


� Countries test only a proportion of Agro-food products at the border and each country sets a percentage based on considerations for acceptable risk levels and its experience with various trading partners. For example, the U.S. tests 5 percent of agro-food imports at the border. 


� And, to a substantially lesser degree, social standards are also being applied.
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