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l. INTRODUCTION:

As Tanzania seeks to expand and diversify its food and agricultural exports, the country will
increasingly encounter more stringent regulations and private standards in relation to food safety
and plant and animal health. Such issues were of little importance for Tanzania s trade in the past,
given the prevailing structure of its agricultura commodity exports. Y et, restrictions on Tanzanian
exports of fish and fishery products to the European Union during the later 1990s served as a
‘wake-up call’ for Tanzanian officials as well as private sector exporters, alerting them to the
potential challenges and opportunities posed by the evolving system of food safety standards in
international markets generally, and more specifically in certain focal markets for Tanzanian non-
traditional exports.

Tanzania successfully responded to the challenges posed by the EU ban and it has been able to
expand its fish and fishery product exports in recent years. In a few other areas, Tanzanian
producers and exporters are beginning to adopt and benefit from higher international food safety
and quality standards. Yet, these developments still represent outliers and Tanzania's overall
capacity to manage food safety and agricultural health risks remains extremely limited both in the
context of international trade and domestic markets. Thisis the case both in the public and private
sectors.

In certain sub-sectors, for example livestock products, this limited capacity has severely
constrained Tanzania s agricultural and food exports, although additional supply- side factors have
further undercut international competitiveness and even the development of the domestic market.
For some commodities, including groundnuts and honey, uncertainty about meeting particular food
safety standards has led Tanzanian exporters to adopt a defensive posture, channeling these
commodities only to markets where standards are less stringent and/or not rigorously enforced.
There are some indications that Tanzania's largest non-traditional ‘export’, namely tourism, may
be vulnerable to the risks associated with poor food hygiene and inadequate monitoring and
inspection. For a broad array of traditional and non-traditional export(able) commodities, variable
or sub-par quality has resulted in price discounts in international markets.

This paper provides an overview of the emerging challenges and opportunities which Tanzania is
facing in relation to food safety and agricultural health standards and trade. Primary attention is
given to ‘non-traditional’ agricultural and food exports. The paper does not aim to provide a
comprehensive review of Tanzanian SPS management capacity in terms of in-depth strengths and
deficiencies. Rather, it builds upon and extends existing analyses’ to provide a strategic
framework for Tanzanian policy-makers, donors and other stakeholders to assist in better planning
and prioritizing actions and capacity-building measures in this field. This is done by providing a
conceptual framework on SPS management challenges and capacity needs and by providing a
‘birds-eye’ perspective on existing Tanzanian capacities and experiences in managing food safety,
agricultural health and related challenges and opportunities.

The paper is structured as follows. The first section provides a short conceptual framework,
covering the economics of standardization, and the basic elements of a national system for quality

2 Relevant recent analyses include those by Mwakinbinga and Ekelege (2004) on standards infrastructure, IFAD
(20044a; 2004b) on livestock and animal disease controls and UNIDO (2003) on food controls.



and SPS management. This is followed by an overview of the changing structure of Tanzanid's
agro-food exports and how this has raised the relative importance of SPS management for
Tanzanian international competitiveness. The subsequent sections provide summary reviews of
Tanzanian's standards-related architecture and capacity strengths and weaknesses and on-going
efforts to strengthen or harmonize standards and related capacities at the regiona level. Thisis
followed by a series of industry/product case studies, illustrating a range of specific issues,
approaches taken and impacts of SPS standards. The paper concludes with a set of
recommendations for near-term priority action and medium-term attention.

. STANDARDS, SPSMANAGEMENT AND TRADE - BASIC CONCEPTS:

Standards have come to be crucial elements facilitating transactions and trade both within and
between countries. Standards and technical regulations stipulate what can or cannot be exchanged
and define the procedures that must be followed for exchange to take place. Thus, the ability to
comply with standards in overseas markets is a major factor determining access to those markets
and more broadly the capacity to export. This is true both for mandatory regulations, set by
governments to meet their objectives regarding health, safety and the environment, and for market-
driven voluntary standards, set within the private sector, to reflect the demands and tastes of
consumers or the technological or management requirements of supply chain leaders.

Thisimportant role of standards in trade and development arises because:

e Standards are instrumental in facilitating the flow of information between consumers and
producers, particularly providing information on unobservable characteristics such as
quality. Thus, standards can reduce uncertainty for consumers. Standards indicate to
producers the expectations and requirements of consumers in terms of quality and safety.
For these reasons standards can contribute to higher levels of economic activity.

e Standards alow governments to effectively achieve their objectives concerning health and
safety. Such standards, which are often mandatory, are particularly important in
developing countries as they seek to raise living conditions. For example, standards which
improve food safety will tend to complement policies to raise productivity and increase
economic growth and incomes.

e Standards provide an important mechanism for technology transfer to developing countries.
Technology is expressed through standards and standards therefore help to diffuse technical
information concerning products and processes. The need to satisfy recognized standards
provides incentivesto local firmsto improve the quality and reliability of their products.

e Standards are crucia in allowing firms in developing countries to integrate into global
production chains, by ensuring the compatibility of components and traceability of
products and raw materials made in different places. Harmonized standards between
countries and/or industries can reduce transaction costs by reducing duplicative functions
of conformity assessment, including testing and certification. The application of
recognized standards is also crucial in the services industry. For example, in tourism,
important information is conveyed by hotel classifications, while reliable and safe services
require the application of certain recognized management systems.



It is useful to distinguish product standards from process standards. The former refer to the
characteristics that goods should possess, for example, maximum pesticide residues for agricultural
products or performance requirements for equipment. Process standards relate to the conditions
under which products are produced and packaged. These standards can define rules for the
production of the primary materials or the final good. There may aso be standards that are
concerned with issues that are indirectly related to production, such as the environment. For
example, companies are increasingly requiring that sub-contractors satisfy standards relating to the
use of hazardous chemicals in the workplace and substances that are ozone-depleting. A particular
good may be subject to a range of both mandatory and voluntary product and process standards.
Clear information on relevant standards is therefore crucial to producers.

The particular focus here is on sanitary and phytosanitary (SPS) standards. In recent years, SPS
measures have become a major issue in trade in agricultural and food products. While the
restriction of trade is not their primary objective, it is evident that such measures can have a
significant impact on trade flows. Broadly, SPS measures are aimed at the protection of human,
animal and plant health. For example, they might be applied to protect animal or plant health from
risks arising from the spread of pests and diseases. They might also be employed to protect human
health from additives, contaminants, toxins or disease-causing organisms in foods and beverages.
In pursuit of these objectives a wide range of measures can be employed, including outright bans,
standards laying down the conditions under which products must be produced and/or the
characteristics of the end product, or labeling and other information requirements.

SPS standards and other measures have been traditionally promulgated and applied by public
authorities and provide a minimum set of food safety and/or plant and animal health standards with
which suppliers must comply. Increasingly, however, private standards have become a dominant
element of the standards landscape, applied by private sector buyers as a means to comply
themselves with public standards and aso to differentiate their products from those of their
competitors. In practice, such private standards, whether promulgated on an individua firm or
collective industry basis, have become an equally mandatory requirement to access high-value
markets for agricultural and food products.

Of particular concern is the impact of SPS standards and other measures on the ability of
developing countries to access export markets. While the globalization of markets for agricultural
and food products and the declines in tariff protection can provide opportunities for developing
countries to benefit more from trade, there are concerns that SPS standards may continue to hinder
market access. Developing countries may face problems complying with SPS standards because
of their lower level of economic development and, more specificaly, their limited SPS
management capacity.

Thus, it is now widely recognized that SPS management capacity, what is also commonly referred
to as food safety and agricultural health capacity, is of vital importance to agricultural and food
exports from developing countries. Whereas much of the focus of SPS controls at the national
level is on domestic security issues, including protection of consumers against food-borne hazards
and the agricultural sector against animal and plant pests and diseases, such capacity is also
necessary in order to comply with SPS requirements in export markets, particularly in
industrialized countries. For example, importing countries frequently require guarantees that



exports are derived from areas that are free from certain pests or diseases, that minimum standards
of hygiene have been applied in the manufacture of a food product, or that products are free of
contaminants such as pesticides residues and dioxins. The exporting country must have the
capacity both in the public and private sectors to comply with these requirements and to undertake
the necessary conformity checks in order to ensure that compliance has been achieved. SPS
management involves an agglomeration of basic and more sophisticated technical and
administrative functions, in turn requiring a broad range of skills, physical infrastructure,
ingtitutional structures and procedures, and financial resources (World Bank, 2005). Some of these
basic functions are set out in Box 1.

Administrative and technical capacities for SPS management are embodied in institutional
structures and procedures, physical infrastructure and human capital. It is often assumed that the
management of food safety and agricultural health is predominantly the responsibility of the public
sector. Indeed, there are many crucial regulatory, research and management functions that are
normally carried out by governments, and a variety of circumstances where importing countries
require that certain functions be performed by a designated public sector ‘competent authority’.
However, the private sector also has a fundamentally important role to play. First, the private
sector should contribute to standard-setting at the national level; it istypically well informed about
technical options and the associated costs and benefits for business. Second, it is through the
specific actions of individual producers and processors that compliance with food safety and
agricultural health requirements is achieved. An example is the application of Hazard Analysis
and Critical Control Point (HACCP) by food processors or fresh produce packers. Third, capacity
building in the private sector can complement (or even substitute for) public sector capacity, as
with the investment in accredited laboratory testing facilities. Fourth, the private sector normally
plays an important role through the pressures it places on public agencies to effectively implement
their SPS management responsibilities.

The development of SPS management systems tends to be closely related to the availability of
wider technical, administrative and scientific capacities. In turn, it generaly reflects broader
patterns of economic development as well as specific demands for food safety and agricultura
health controls. For example, at very low levels of economic development, priorities typically
include the establishment of very basic standards of hygiene through the supply chain aimed at
managing immediate hazards and the development of knowledge and understanding of
fundamental SPS management principles.® At higher levels of economic development, however,
focus tends to shift towards the ability to identify SPS hazards as and even before they occur and
to take preventative actions. In this context, export-oriented agricultural and food supply chains
provide real challenges as external SPS requirements may differ sharply from those prevalent in
the domestic market, especialy in low-income countries. However, while many developing
countries have widespread weaknesses in food safety and agricultural health management capacity,
there is evidence that even low-income countries can, selectively, put in place the necessary
regulatory, technical and administrative arrangements to meet demanding standards in high-
income export markets.

3 Among very low income countries, the most common source of food-borneillnessis unsafe water for drinking and
food preparation and poor sanitation facilities generally.



Box 1. Some basic SPS management functions:

e Apply GAP, GMP, HACCP, and QM at farm and enterprise levels

e Develop appropriate legislation and standards

e Register/control feed, agro-chemicals, veterinary drugs, etc.

e Conduct basic research, diagnosis, and analysis

e Accredit laboratories/veterinarians/other third party entities for official duties
e Develop/apply quarantine procedures, including for emergency situations
e Carry out epidemiological surveillance and information management

e Ingpect/license food establishments

e Develop/maintain pest or disease-free areas

e Test products for residues, contaminants and microbiological content

o Verify/certify biological materials (seeds; embryos, semen)

o Verify/certify imported/exported products related to established risks

e Establish/maintain identity of products (for example traceability)

e Report possible hazards to treaty/trading partners

e Notify WTO/trading partners on new SPS measures

o Participate in international standard-setting processes

There is wide variation in the extent to which regulatory, technical and administrative capacities
represent a significant constraint on developing country exports of agricultural and food products.
In general, weaknesses in the management of plant and animal health issues are more likely to act
as an absolute barrier to trade than lack of food safety controls (World Bank, 2005). Many
developing countries lack the capability to undertake effective epidemiological surveillance and to
conduct rigorous risk assessments which are acceptable to overseas trading partners. Thus,
regardless of capacity within the private sector, for example to meet the food safety and quality
requirements of overseas customers, the country as a whole will be unable to gain market access.
This array of SPS management functions and the associated institutional, technical and capacities
is rather daunting for many developing countries, especially those that are least-developed.
However, it is necessary to be pragmatic in such contexts. Generally, prevailing levels of capacity
are rather low, while available resources are limited and the opportunity cost associated with
investments in the enhancement of SPS management capacity is high; there are countless other
potential uses that compete for scarce resources. This necessitates the need to prioritize capacity-
building efforts in terms of the integral functions of SPS management. At the same time, priority-
setting is a complex task necessitating trade-offs between competing and multiple deficiencies.
This again underlines the need for a strategic approach to capacity-building that focuses on areas
with the largest potential pay-off and the related need to avoid capacity- development in a mode of
‘problem-solving’ or ‘fire-fighting’.




A useful guiding framework in the development of priorities, however, is the concept of a
hierarchy of SPS management functions (Figure 1) (World Bank, 2005). On the one hand, this
helps to identify those functions that need to be put in place first and, arguably, have the overal
highest payoff in terms of the efficacy of SPS management. On the other, it illustrates how the
effective development of any ‘higher level’ SPS management function requires the prior
development of ‘lower level’ functions. In Figure 1, functions towards the base of the pyramid
represent the foundation stones, while those towards the top add value and sophistication to the
entire system of SPS management and gain in importance as export sectors mature and encounter
increasingly complex technical, administrative and even political challenges.

The foundation of any SPS management system is broad awareness among participating
stakeholders about the relevance and importance of food safety and agricultural health to the
competitiveness of their country/sector/firm and recognition of their own role in this system.
Where this awareness is especially weak, any system of regulatory enforcement will almost
certainly be overwhelmed. Awareness of mgjor SPS challenges and opportunities is needed at
several levels. Firstly, among senior agricultural and trade officials, in order to assign appropriate
priorities for public programs and expenditures. Secondly, awareness is needed among owners and
managers of agricultural/food processing/exporting firms and the industry organizations that
represent them. These people make investment, personnel and other decisions, and engage in self-
policing activities, which determine the willingness and capacity of firms to meet emerging SPS
standards. Finally, awareness is critical, and perhaps most difficult to build, among the large
numbers of producers, and farm and industry workers, who produce and handle agricultural raw
materials on a day-to-day basis.

Another core set of building blocks that proceed from broad awareness is the application of basic
and recognized risk and quality management practices at the farm and processing levels of supply
chains, including HACCP, ‘good manufacturing practice’ (GMP) and ‘good agricultural practice
(GAP). This mostly involves training staff and family members in basic hygiene, the proper use
and storage of potentially hazardous substances and improved record-keeping related to production
practices etc.

With broad awareness and common application of good practices, many potential SPS risks can be
effectively managed at the enterprise (or farm) level. Yet other risks cannot be fully controlled on
such a decentralized basis. These are more systemic in nature and require broader oversight or
collective action, requiring basic research, surveillance systems and quarantine and emergency
management systems. In such contexts, even if individual farms and firms apply good practices,
they may not be able to control all hazards, thus the need for scientific testing and verification
systems. Many of these higher-order functions require particular technical skills, often specialized
equipment and well-defined structures, supported by recurrent funding. Some of these functions
need to be mandated by law in order to ensure that they are implemented appropriately. An
effective regulatory framework and transparent institutional structures is therefore placed in the
middle of the pyramid.



Figure 1. Hierarchy of trade-related SPS management functions:
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At the top of the pyramid is so-called ‘SPS diplomacy’, which includes the international
obligations of individuah WTO members but also relates to engagement in the technical and
political realm of official and private international standard setting, negotiations with bilateral
trade partners and with regional integration partners on matters dealing with harmonization,
equivalence, joint programs, special considerations, etc. This relates to the concept of ‘voice' as
part of compliance strategies associated with SPS standards (see World Bank, 2005; Jaffee and
Henson, 2004). The ability to have an effective ‘voice’ in such international forais something that
few lesser developed and small countries have yet perfected.

Having established some level of SPS management capacity in accordance with the above
pyramid, this needs to be sustained in terms of effectiveness, scientific and technical relevance and
access to financial, physical and human resources. In turn, this requires that sufficient political and
economic priority be given to the maintenance of this capacity, perhaps both from the perspective
of trade promotion, and also the welfare of domestic producers and consumers. Further, there may
be a need for systems of cost recovery, for example user fees, where appropriate. This is a
particularly salient issue for developing countries; there are numerous cases of SPS management
systems being implemented through externally-funded technical assistance, which have become
redundant in the medium to long-term because of lack of access to domestic resources. Further,
this emphasizes the need for SPS management capacity to be viewed from a dynamic perspective,



the efficacy of the integral functions must be reassessed and updated in the light of developments
in science and technology, changes in standards applied by major trading partners, and changes in
the reference points provided by the Codex Alimentarius (for food safety), OIE (for animal health)
and IPPC (for plant health).

The overall conclusion from the above is the need to be pragmatic when examining the state of
SPS management capacity in a developing (and especially least-developed) country context and
realistic about the immediate scope for the enhancement of the integral SPS management
functions. This emphasizes the need to prioritize SPS management functions, emphasizing first
the core elements at the base of the pyramid presented in Figure 1. Further, SPS management
capacity should be developed with a strategic perspective, aiming to maximize the prospective
benefits from competitive repositioning or, at the very least, minimize the costs associated with
compliance processes. In developing capacity, the public and private sectors have complimentary
roles to play. Indeed, in the context of a very low income country such as Tanzania the private
sector might legitimately take on a greater role in the development of SPS management capacity
directed at compliance with standards in export markets, given that it stands to be one of the major
beneficiaries.

The pragmatic, strategic approach involves:

e Prioritization: identifying the most immediate and/or most significant risks that the country
faces from an SPS and trade perspective as well as the most immediate and/or significant
opportunities for competitive or welfare gain in this area. Attention should be focused on
areas involving either high risk/high potential gain or low risk/high potential gain. There
can be high returns to investment in SPS management upgrading provided that these
investments are properly focused. There are no universal blue prints here. What constitute
high risk/high gain or low risk/high gain situations will vary by country, depending upon its
patterns of trade, its current capacities, and the evolving standards in current or prospective
markets.

e Phasing: distinguishing between short-term and medium/long-term priorities and scope for
action. Some measures are simply not amenable to immediate or short-term solutions due
to their technical or institutional complexity or the need to pursue certain activities in
stages. Strategic planning for trade and SPS management should not be a one-off event. It
needs to be re-visit on a periodic basis, taking into account new challenges/opportunities as
well as lessons from on-going implementation efforts.

e Multi-stakeholder Participation: a strategic outlook on trade and SPS management should
be developed at the national level as well as that of individua industries/sub-sectors,
enterprises and farms. While each agency, enterprise, and farm must develop its own
position or strategy for using or promoting standards (as part of broader commercia or
administrative strategies), there is much value in developing joint strategies and utilizing
collective action to implement such strategies. This should be within the public sector,
within the private sector, and between the two.




1. TRADE AND THE RELEVANCE OF SPS STANDARDS:

One of Tanzania's colonial inheritances was its dependence upon a limited set of agricultura
commodities for the bulk of its foreign exchange earnings. This narrow commodity dependence
carried on for decades following independence, with the Government of Tanzania playing a strong
role in the management of commodity supply chains and exports and with the overall level of
exports fluctuating in the winds of international commodity prices. At Independencein 1961, only
five commodities, namely coffee, cashew nuts, sisal, tea and cotton, accounted for 59 percent of
Tanzania stotal merchandise exports and 69 percent of itsfood and agricultural exports. A quarter
of a century later, these commodities till accounted for half of Tanzania's total merchandise
exports and two-thirds of its agro-food exports.

The primary destination of Tanzania's ‘traditional’ agricultural exports used to be industrial
countries, primarily in Europe. Yet, over the past two decades, significant parts of this trade have
shifted to developing country markets. Between 1984 and 2003, the share of developing countries
as a destination for Tanzania's ‘traditional’ agricultural exports increased from only 22 percent to
52 percent. Exports of cashew nuts, cotton and tea are now predominantly directed to developing
countries. Among traditional commodities, only coffee and tobacco are still primarily directed to
high-income countries (Table 1). Indiais now the single largest importer of Tanzanian agro-food
products, accounting for 17 percent of the total.

Table 1: Tanzanian exportsof traditional agricultural commodities by market destination

(US$ Millions):
Commaodity 1984 2003
World Developing OECD World Developing OECD
Coffee 166 9 157 58 4 54
Cotton 50 26 23 45 41 5
Cashew 27 20 7 61 57 4
Tea 31 5 26 12 7 5
Tobacco 16 6 10 46 7 39
Sisal 10 2 8 9 3 6
Sub-Total 300 68 232 231 119 112
Total Agri 376 85 262 484 144 313

Source: UNCOMTRADE and authors' calculations

Over the past decade, the composition of Tanzania s agro-food exports has dramatically changed,
reflecting changing prices and demand patterns in international prices as well as shifts in
Tanzanian supply capacities. Falling international prices, the emergence of more robust
international competition and various domestic supply-side factors have resulted in the decline or
stagnation of many of Tanzania's traditional agricultural commodity exports. For example, the
value of Tanzanian coffee exports fell from US$150 million in the mid-1990s to below US$50
million in recent years. Tanzanian exports of cotton and tea have similarly dropped precipitously
from a decade ago. Among traditional exports, only cashew nuts and tobacco have demonstrated
some vibrancy in recent years, albeit with wide year-to-year fluctuations.

At the same time, however, exports of a number of non-traditiona and high-value agro-food
products have emerged and shown relatively strong growth over the past decade. As recently as




1997, these non-traditional agro-food exports had a value of only one-third that of the *traditional’
agricultural commodity export basket. Yet, in recent years these non-traditional exports have
come to exceed the combined value of the traditional commodity exports, by more than US$100
million. Fish and fishery products account for nearly one-half of this non-traditiona trade.
Tanzanian fish and fishery product exports have increased from only US$1 million in 1984 to
nearly US$150 million in recent years. Other products have contributed to the growth in non-
traditional exports, including fruits and vegetables, cut flowers, hides and skins and an array of
products traded in comparatively smaller quantities. Figure 2 illustrates the contrasting patternsin
trade development for selected products, while Figure 3 shows the overall divergent trends
between Tanzania' s traditional and non-traditional exports.

Figure 2. Tanzania’'s contrasting product export trends:
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Tanzania's fish and fishery product exports are predominantly directed to OECD markets,
especialy the European Union (EU).* The same applies to its exports of cut flowers. Fruit and
vegetable exports are split between regional sales (primarily of onions, tomatoes, and oranges to
Kenya) and sales to the UK and other EU countries (primarily of green beans, peas and other items
in consumer pre-packs). Exports of hides and skins, honey and of some other comparatively minor
commodities are largely directed to other developing countries. Overall, some 80 percent of the
(recorded) exports in higher value non-traditional products is directed at OECD markets. This
contrasts with the emerging trends in Tanzania s trade in traditional agricultural commodities.”

* In 2003, $138 million of fish was exported to OECD countries, compared with US$13 million sent to developing
countries.

®> However, as will be noted below, thereis a substantial ‘informal’ cross-border trade in Tanzanian livestock and fruits
and vegetables, the value of which far exceeds the official recorded value of trade in these products within Africa
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Figure 3. Divergent trends between traditional and non-traditional agri-food exports:
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Notes: Traditional exportsinclude coffee, cotton, tea, tobacco, sisal, and cashew nuts.
Non-traditional exports include fish products, fruits and vegetables, cut flowers, hides and skins, and others.
Source: FAO and authors' calculations

Over the years, several of Tanzania's traditional agro-export sub-sectors have experienced
problems related to quality, either due to climatic conditions or to institutional factors which
weakened quality control systems or farmer incentives (Box 2). Such problems have led to price
discounts in the marketplace. However, Tanzania has not generally faced market access
constraints for its traditional agricultura commodities on the basis of either food safety, plant
health or other technical requirements. Even while some international attention has being given to
pesticide residues in tea and the incidence of ochratoxin in coffee, neither of these concerns have
been specifically applicablein Tanzania.®

In contrast, for most of Tanzania's emerging non-traditional agro-food exports, issues related to
food safety, agricultural health and related standards are of comparatively greater importance.’
For example:

e Major OECD importing countries have severely tightened their standards for 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 (see Henson and Mitullah 2004).

e For fresh fruit and vegetables, some governments and private sector players have raised
food safety product and process standards and also required their suppliers to adopt certain
environmental and social protocols. Particular attention has been given to the use and
storage of agro-chemicals and the presence of pesticide residues in fresh produce. Both 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 (see Jaffee, 2003).

® The Coffee Board reports that no consignments of Tanzanian coffee have been rejected abroad for exceeding
established tolerance levels for ochratoxin. Although testing for ochratoxin is not routinely done in Tanzania, the risk
of itsincidence is managed by applying moisture content standards for both parchment coffee and dried cherries.

7 See World Bank (2005) for a survey of the emerging trends in official and private standards, especially in relation to
trade in higher value foods with OECD countries.
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e For live animals and livestock products, there have been long-standing concerns about the
possible transmission of contagious and economically significant animal diseases through
trade. With the emerging links between certain animal diseases and human food and health
risks (in particular Bovine Spongiform Encephalophaphy and Avian Flu), far more
stringent sanitary measures have been adopted by many industrialized and developing
countries. The presence of severa endemic animal diseases in Tanzania has severely
restricted its trade in livestock products, especially beyond the East Africaregion.

Box 2. Quality-Related Problemsand Price Discountsin Traditional Commodity Sub-
sectors:

In several of Tanzania's traditional commodity export sub-sectors, inconsistent or comparatively low
product quality has undercut the value of trade and the incomes accruing to large numbers of smallholder
households. For example, Mitchell (2004) notes the apparent decline in raw cashew nut quality since
cashew marketing was liberalized in the mid-1990s. The previous system of cashew grading and separation
has all but broken down, leading both domestic traders and international buyers to pay discounted prices for
raw materials and increasing overall marketing costs as unsorted consignments contain significant amounts
of contaminated or otherwise unusable raw material. Recent investments by firms in cashew processing
(including one venture geared toward selling branded organic cashews) have largely been unprofitable, in
significant part due to persistent problems of securing high-quality raw materials.

Due to climatic, agronomic and institutional factors, Tanzania tea has long been sold at a discount when
compared with supplies from other East African countries. Despite important reforms which were
implemented in the Tanzanian tea industry in the mid-to-late 1990s, between 1996 and 2001 Tanzanian tea
was dtill discounted by 16 to 38 percent relative to from Kenyan tea and by 12 to 22 percent relative to
Rwandan tea in the Mombassa auction. With lower yields and lower prices, Tanzania's smallholder tea
growers earn far lower incomes than do their peersin Kenya (see Baffes, 2003).

Ponte (2001) and Baffes (2004) examine changing trends and incentives within Tanzania s coffee industry.
They highlight a long-term trend of declining overall quality in the country’s coffee crop. Although the
proportion of the coffee crop classified as medium grade has remained more or less stable over the past
three decades (at about 70 percent), the proportion classified as high grade has dropped substantially, while
that classified in the lower grades has increased. Three distinct events were each associated with sharp
declines in coffee quality; the nationalization of coffee estates (in the late 1960s), the reinstatement of
coffee cooperative unions (in the early 1980s), and major market reforms (in the early to mid-1990s). Most
recently, quality-related problems have been associated with declining input use by farmers, fragmented
post-harvest activities, the buying practices of inexperienced traders, and other factors. The industry has
had only limited success in penetrating the more remunerative international market for ‘ specialty coffees
(see below).

e For cereals and oilseeds there has been growing international attention to microbiol ogical
contamination, plant health risks and, for certain markets, the need to identify and label
supplies based on genetically modified varieties. Tanzania does not export these products
outside of the region and thus has not faced some of the more stringent standards now
being applied.

e International trade in spices was historically governed by price competition and attention to
physical and other product quality parameters. However, in parallel with broader trendsin
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the food industry, in recent years greater attention has been given to selected product
safety, production system hygiene and plant health concerns (See Jaffee, forthcoming).

e For many other Tanzanian non-traditional agricultural and food exports there are aso
applicable food safety, agricultural health or other standards which may come into play
when certain external markets are targeted. The picture on these standards is not uniform;
for example, the levels and extent of enforcement of SPS and other standards varies
between country and regional market destinations.

Table 2 provides a summary of the types of standards which, depending upon the direction of
trade, could most affect Tanzania’'s major traditional and non-traditional exports. More detailed
discussion on the actual applicability and impact of these standards on Tanzania strade is provided
in Section V below.

Tanzania s food and agricultural raw material imports totaled US$325 million in 2003, nearly
double their aggregate level a decade earlier.? These imports are dominated by cereals (especialy
wheat and rice), vegetable oil and sugar. These items accounted for 85 percent of Tanzania s food
imports in 2003. Trade in these products does not generally present major SPS risks, although
imports of some cereals has led to the international transmission of plant pests (including the grain
borer) and, when not properly packed and stored, to movement of product containing potentially
hazardous levels of mycotoxins. Although rare, there have been cases of international sales of
adulterated vegetable oils.

Although trade has increased somewhat in recent years, Tanzania imports relatively small
guantities of beverages and an array of higher value food products (in particular fish, meat, dairy
products, horticultural products and canned products) for which potentially more serious food
safety risks might exist. Much of these higher value food product imports end up in distribution
channels servicing Tanzania's relatively small middle class population as well as its tourist
industry. Nearly 70 percent of Tanzania' s food imports originate in developing countries, with the
leading suppliers being Malaysia (for vegetable oil), Pakistan (for wheat), Thailand (for rice) and
South Africa (for sugar). Imports from higher-income countries come primarily from Australia
(cereals) and the European Union (beverages). Table 3 summarizes the origins of Tanzania s food
imports.

8 Food and agricultural imports totaled US$171 million in 1994.
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Table 2. Tanzanian Trade in Food and Agricultural Productsllustrative Standards and Technical Requirements:

Product Group

Standards, Regulations or Private Protocols Related to:

Food Safety Animal/Plant Quality or Environment Social
Health Technical
Attributes
Fresh Fruits and Pesticide residue limits Plant material quarantine Quality grades Pesticide use restrictions Monitoring of child labor
Vegetables Microbiological standards | Pest risk analysis needs General labeling Regulations on water/soil Occupational health
Traceability requirements Fumigation requirements requirements contamination standards
Hygiene requirements Packaging standards Codes for organic practices
and certification
Fish and Fish Products Microbiological and Bang/restrictions on Quality grades Protection of specific -
foreign matter standards antibiotic usein Labeling requirements species
Factory hygiene standards | aguaculture Packaging standards Fish catch restrictions
Live Animals and Mesat Vet. drug residue limits Disease-free areas Quality grades Codes for organic practices | Animal welfare monitoring
Products Microbiological standards | Disease surveillance Labeling requirements and certification
Restrictions on vet. drugs Packaging standards Regulations on animal

Traceability of animals

waste effluent

Hides and Skins - - Quality attributes Water effluent regulations | -
Chemical use restrictions
Spices and Nuts Pesticide residue limits Fumigation requirements Quality grades Codes for organic practices | -
Microbiological standards | and restrictions Consumer pack labeling and certification
Mycotoxin limits requirements
Packaging standards
Ceredls, Oilseeds, and Microbiological standards | Quarantine requirements Quality grades Biosafety regulations (for -
Animal Feed Pesticide residue limits Fumigation requirements GMO labeling GMOs)
Mycotoxin limits or restrictions Restrictions on animal feed | Codesfor organic practices
ingredients and certification
Product content and
nutritional 1abeling
Cut Flowers - Plant material quarantine Quiality attributes Pesticide use restrictions Monitoring of child labor

Phytosanitary certification
Pest risk analysis needs
Fumigation requirements

Packaging standards

Regulations on water/soil
contamination

Occupational health
standards

Coffee, Tea, Cocoa

Microbiologica standard
Pesticide residue limits

Fumigation requirements

Quality attributes
Packaging standards

Codes for organic practices
and certification

Codes to limit biodiversity
loss

Monitoring of child labor

Cotton

GMO variety approval

Quiality attributes

Codes for organic practices
Restrictions on pesticide
use
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Table 3: Structure and Origins of Tanzania’'s Food | mports (US $ Millions):

Commaodity 1994 2003
World Developing OECD World Developing OECD

Cereadls 39 19 20 122 77 45
Vegetable Qil 37 29 8 86 80 6
Sugar 41 30 11 35 21 13
Beverages 17 11 7 12 4 8
Other 21 9 12 31 13 18
Total Food 154 97 57 285 195 90

Source: UNCOMTRADE and authors' calculations

V.  TANZANIA’SSPSMANAGEMENT ARCHITECTURE AND CAPACITY:

While Tanzania s SPS management system does have the necessary basic legal frameworks, the
overal level of SPS and quality management capacity remains low and basic awareness about
good hygienic practices and measures for pest and disease control is limited among producers,
workers, and consumers. Although efforts have been, and are being, made to develop capacity in
areas that are considered strategically important from a trade and/or domestic health perspective,
the development of capacity as a whole must be seen as ‘work in progress’. Thus, we see limited
pockets of well-developed capacity in both the public and private sectors alongside areas in
which thereislittle or no capability to perform even basic management functions.

Even where capacity has devel oped, however, this has not generally been the product of coherent
and concerted government policy. Indeed the SPS and quality management arena does not
appear to be a government priority at the current time. Rather capacity-building efforts have
generaly been in response to ‘crises with capacity being developed in an incremental and
piecemeal fashion alongside broader processes of restructuring that have cut across the public
sector. This has resulted in considerable overlaps in capacity in some areas, raising questions
about the efficiency with which limited resources are being utilized.

4.1. Food Safety:

On a day-to-day basis the management of food safety risks is the responsibility of individual
players within the food supply and distribution system, including farmers/fishers, food handlers,
food processors, wholesalers, retailers and consumers themselves. When food is internationally
traded, importers and exporters (and their foreign suppliers or clients) will be closely involved in
ensuring the safety of food. Nevertheless, governments have important roles in maintaining the
safety of food for consumers. These may be regulatory (mandating certain practices),
educational (for example promoting good hygienic practices by consumers and food handlers),
research-related (for example assessing risk levels) or involve conformity assessment (for
example testing foods for compliance with certain standards).

Although systematic records are not available, the incidence of food-borne illnesses is
undoubtedly very high in Tanzania and serves as an important contributing factor to the country
low life expectancy of only 45 years. Less than half of Tanzania's rural population has access to
safe water and this contributes to risks in food preparation and consumption. With only limited
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awareness (and application) of basic hygienic practices among consumers and food handlers,
there is only so much impact which official controls or risk management capabilities can have.

Tanzania' s official system of food safety controls and promotion rests on several pieces of
legislation and involves multiple institutions, not always acting in a coordinated fashion. Prior to
independence, food safety responsibilities were divided between the Ministries of Heath and
Agriculture. With the enactment of the Food (Control of Quality) Act No. 10 of 1978, a National
Food Control Commission (NFCC) was established to oversee food control activities. Numerous
specific regulations were subsequently enacted to deal with specific dimensions of food safety or
the safety of particular products.” The NFCC's primary function was to coordinate and audit
food inspection activity. Most of the latter was carried out by employees of Local Government
Authorities, essentially health, meat, produce or other inspectors. Lines of authority and
accountability were problematic and all product testing was centralized in Dar es Salaam.

Meanwhile, various other institutions were also ostensibly monitoring food product quality and
safety, including the numerous commodity boards (for dairy, sugar, cashew nuts, etc) established
by government., public authorities dealing with animal health and the safety of animal products,
and the Tanzania Bureau of Standards (TBS). The latter has become increasingly involved as
most of the national standards for food have been made mandatory (see below). A Memorandum
of Understanding was signed between the NFCC and the TBS, whereby the former would focus
its ingpection and monitoring activity on food manufacturing premises, while the TBS would
inspect and certify (processed) food products. Still, other Boards or other Ministries were aso
involved when particular foods were involved (i.e. milk, fish).

In 2003, a Tanzania Food, Drugs, and Cosmetics Act (No 1 of 2003) was enacted, repealing
previous food and drug control laws and creating a unified agency, the Tanzania Food and Drugs
Authority (TFDA), within the Ministry of Health. The governing regulations under the Food
(Control of Quality) Act (now repealed) were to remain in force until new regulations were
established. With regard to food, the TFDA’ s main functions are to:
e Regulate the importation, manufacture, labeling, marking, identification, storage, sale,
and distribution of food.
e Test or facilitate the analysis of food and/or food products to ensure safety for human
consumption.
e Prescribe minimum quality standards for imported and locally manufactured food.
e Enforce the regulations and apply penalties for non-compliance, and
e Address consumer complaints.

The TFDA’s mandate thus centers on protecting domestic consumers. However, its significant
mandate has not been accompanied by the requisite resources to implement the required actions.
While recognizing its young age, it is clear that this Authority exercises little effective authority

° Importation of food regulations (1982); Food Hygiene regulations (1982; including food premise registration and
licensing); Food Labeling Regulations (1989); Treatment and Disposal of Unfit Food Regulations (1994); lodated
Salt Regulations (1994); Transportation of Meat Regulations (1994); Slaughter Houses, Slaughter and Inspection of
Meat Regulation (1994); Poultry Slaughterhouses, Slaughtering and Inspection of Poultry Regulations (1994);
Marketing of Breast Milk Substitutes and Designated Products Regulations (1994); Edible Pam Oils and Fats
Regulations (1998) and Food Additives Regulations (1998).
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on food safety matters. Several parts of its mandate overlap with the on-going activities of the
TBS, including the prescribing of minimum standards, testing activity, inspecting food imports
and other areas. The TBS has access to far larger resources and staff and has a well established
reputation within the business community. Asyet, thereislittle formal coordination between the
two agencies. There is also no agreed upon division of labor. This would appear to be a
necessity given the limited resources and manpower which Tanzania can afford to devote to food
safety management and given the need to carefully prioritize interventions in this field, both to
protect local consumers and promote the country’ s trade.

The TFDA has a limited staff and even more limited physical infrastructure. Its eight national
auditors are responsible for supervising all inspection activity, yet they have limited capacity for
doing so. Most of the inspection activity is carried out by employees of local governments.
These are generally health or veterinary officers with little training or specialization in food
inspection. In addition to inspecting food markets, these officers are supposed to inspect food
manufacturing premises, although most lack knowledge of specific food manufacturing
processes and have not been trained in HACCP and related principles. The TFDA has only a
skeletal post-market surveillance system (consisting of one staff member), athough thistoo isan
areawhere TBSisinvolved.

The TFDA observes that thereis very little awareness about proper hygiene methods among food
handlers in Tanzania and little awareness and adoption of HACCP principles in the food
manufacturing sector. It has been doing a limited amount of seminars and other outreach
activities in these areas but has been constrained by its financial resources.’® Thus far, the
HACCP approach has been widely adopted only in the export-oriented fish processing sector, as
required by certain destination markets. Otherwise there has been very limited HACCP
adoption, with afew examplesin the dairy and poultry industries.

The TFDA posts inspectors in the major ports of entry, while local government officials inspect
foods entering through many relatively minor ports or border posts. Inspectors at most entry
points lack communication facilities or field test kits of any sort. In the past there have been
several incidences of shipments of cereals involving containing mold or mycotoxins and thus
TFDA regularly tests samples from large import consignments of cereals. Otherwise, either
random inspection is done or attention focuses on those products and origins for which problems
have been experienced in the past. The testing of consignments is done at TFDA’S own
laboratory which has only limited capacity or outsourced to the Government Chemist
Laboratory.™ Meanwhile, the TBS has its own inspectors positioned in the major ports to
inspect and subject to testing all foods for which there is a mandatory national standard. Further,
since 2003, all imported foods must be tested for radiation by the Tanzania Atomic Energy
Commission. Tanzania s limited food imports certainly do seem to be attracting a great deal of
attention by inspectors. The costs of these ‘services' are paid by consumers.

In late 2003, the TFDA released guidelines for the registration of pre-packaged food products.
These apply to both imported and locally manufactured foods. Substantial registration fees
would be applied for the inspection of manufacturing premises and for individual food products.

91 parallel, the TBS has been doing training activitiesin quality and environmental management systems.
1N |ate 2004 there was a large back-log of samples and it was taking one month or more to obtain test results.
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Further, in cases involving dairy, meat, fish or other relatively high-risk products, the applicant
must demonstrate that they are implementing a HACCP plan and have a certification of
compliance for this plan. These guidelines have not been implemented as several Tanzanian
importers and food manufacturers have taken the TFDA to court.

It is not evident that the proposed Guidelines are the most appropriate way to meet the food
safety challenges which Tanzania currently faces. Most packaged foods from domestic food
processors are already tested and certified under a TBS scheme, either because the products are
subject to mandatory national standards or because the manufacturer sees value to obtaining the
TBS certificate mark. Many imported pre-packaged foods are sold through supermarkets,
retailers, or hotel operators which have a strong incentive to ensure the safety and proper labeling
of the items. Random post-market inspection, rather than mandatory pre-registration, would
appear to be a more appropriate approach under prevailing circumstances.

While requiring food manufacturers to apply (certified) HACCP systems might be appropriate in
the long-term, it aimost certainly is not under the present conditions in which there is little
general awareness about HACCP, minimal local capacity to provide training and certification of
HACCP, and virtually no capacity to enforce such a Guideline. Further, the associated increases
in costs could lead to increased food prices; a magjor economic issue for low-income consumers.
In the short to medium term, attention should be focused on awareness building and HACCP
system application, perhaps starting with selected industries where risks are seen to be relatively
high.

Although the Tanzania Food, Drugs, and Cosmetics Act does make reference to exports, the
TFDA has no direct involvement in monitoring foods for export. Neither does the TBS, except in
its capacity to certify the quality of certain packaged foods. Few of these are traded in any real
guantity. Unlike the situation in many other countries having relatively large tourism industries,
in Tanzania there is currently no system of monitoring tourists for incidences of food-borne
illness, nor a reliable system in place to inspect and raise the underlying hygiene standards in
food establishments catering to tourists. Thisis not a peripheral issue. The tourism sector islarge
and growing steadily. Except for fish, the value of the food supply to Tanzania's tourism
industry greatly exceeds its non-traditional food exports (see the case study section below).

Tanzania s largest export of a food product with food safety concerns is fresh and frozen fish.
The testing of these products and the certification of hygienic processing/handling practices is
carried out by the Fisheries Department of the Ministry of Natural Resources and Tourism. In
the horticultural sector, European market concerns with pesticide residues are addressed by the
export companies themselves and via testing abroad. For many other products, exporters send
samples to (external) certified laboratories when this is required by aforeign market regulator or
buyer.

Tanzania has many serious communicable disease challenges, especially malaria and cholera,
and is struggling to manage against the spread and impact of HIV/AIDS. Compared with these,
most food safety concerns can be considered of less importance when allocating scarce public
resources. Thus, for protecting domestic consumers it is critical to properly prioritize the areas
for attention and investment and to make maximum use of available resources and capacities.
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Tanzania has an adequate system of food-related laws, although there would be benefits from
updating certain laws and regulations and removing others which are no longer applicable.

The critical medium-term challenge is to build awareness and recognition of food safety matters
and basic approaches, at several levels of Tanzanian society, including (1) among politicians and
other senior decision-makers (who determine the allocation of public resources); (2) within the
food industry, both among larger food companies and smaller food handlers, and (3) within the
tourist (including hotel and restaurants) industry, where current weaknesses in food safety
management could have the most significant effect on Tanzania's external trade. For the tourism
industry there is a need to go beyond awareness-building, but also to develop systems for
surveillance of clients (for the incidence of food-borne illnesses) and for monitoring/auditing
facilities and practices within the industry (see below).

For the present study, the activities of local health authorities were not reviewed. However, it is
likely that local food safety staff lack basic instruments and undertake only visual inspections.
Low cost toolkits could be provided to such officers. Their lack of training in relation to the
specific foods and industrial factories which they are expected to inspect also needs to be
redressed. Given limited resources, inspections of food markets and establishments should be
prioritized and systematized, perhaps through a MOU or technical agreement between the TFDA
and local/regional authorities. Training may be needed for the officers at the Federal (i.e. TFDA)
level to coordinate such a program. The Ministry of Health can aso work with local health
officers to broadly spread awareness of good hygienic practices to the population at large and to
those directly involved in food distribution and trade. Various materials can be disseminated
through health clinics, schools, and other venues.*

4.2. Quality Assurance:

The Standards Act (1975, amended 1977) empowers the Minister of Industries and Trade to
promote standardization and quality assurance within industry and commerce. The Tanzania
Bureau of Standards, initially established as the National Standards Institute in 1976, is the
leading actor in thisfield. The TBS has four main areas of activity, namely:

e Preparation of national standards: The TBS coordinates an elaborate system of technical
committees which draft national standards in the following areas: food and agriculture,
textiles, chemicals, environment, engineering, construction and general techniques.
There are some 29 technical committees involved, each consisting of representatives
from different government ministries/agencies, academia and industry. In practice, most
Tanzanian standards are adapted or adopted from those of Codex or the International
Standards Organization (1SO).

e Product and systems certification: The TBS may issue a ‘Mark of Quality’, certify a
product for which a national standard does not exist, undertake compulsory
inspection/clearance for imported or exported goods which could affect health, safety, or
the environment, or certify a company’s compliance with 1SO quality assurance (ISO
9000) or environmental management (1SO 14000) systems.

12 n each of these areas, Tanzania can learn from recent experiences in Ethiopiawhich have been supported by a
UNIDO program.
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e Provide testing services. The TSB has seven laboratories that are able to undertake tests
in relation to legal metrology, engineering, chemicals, textiles and food products. It is
also developing a laboratory for packaging. However, at the current time none of these
are internationally accredited, yet there is an on-going program, supported by DANIDA
that will facilitate the accreditation of priority laboratories by the South African National
Accreditation System (SANAS).

e Training for industry in quality management and other areas: The TBS has been
undertaking a limited program to train company managers and staff in 1SO 9000 and 1SO
14000 systems. As this represents a conflict of interest with its certification function, a
decision has been made to establish an independent subsidiary to focus on consultancies
and training. If there is sufficient demand, then this training would be extended to
HACCP systems.

The TBSis also the designated ‘National Enquiry Point’ for the SPS and TBT Agreements and,
through its Agriculture and Foods Section, the ‘Contact Point’ for the Codex Alimentarius
Commission. The TBS is also a member of the tripartite East African Standards Committee
which has been actively seeking to harmonize standards within the region and otherwise
implement the EAC Protocol on Standards, Quality Assurance, Metrology and Testing (see
below).

Through to the end of 2003, some 798 national standards had been promulgated. Of these, 205
relate to food and agriculture. Ninety-eight of the latter are product standards, al of which are
compulsory. This goes against emerging international ‘good practice which emphasizes
voluntary quality standards for food, except where there are potentialy severe human health
risks. The prominence of mandatory standards for food aso creates a conflict, or at least an
overlap, between the food safety oversight functions of the TFDA and those of the TBS. In
order to enforce compulsory standards for food and certain other products, the TBS maintains its
own team of 50 inspectors at ports of entry and in market places. Hence, for certain imported
foods, both the TFDA and the TBS may take samples for testing and clearance against
quality/safety standards.

Overall, the demand for TBS services has increased substantially in recent years, reflecting a
reasonably favorable reputation within industry. Testing and calibration services have been
provided to increasing numbers of firms. However, besides providing the required certification
for imported products, demand for certification services has remained modest. For example, as
of the end of 2004 only fifteen companies in Tanzania were certified to 1SO 9000, compared
with 140 in Kenya. As of the same date only four companies had been certified to 1SO 14,000,
compared with twelve in Kenya. International certifying companies (i.e. SGS, BVQI, and
others), rather than TBS itself, have been responsible for most of this certification of Tanzanian
firms thus far. Overall awareness about quality management systems is still not very strong in
Tanzanian industry, with the exception of certain industries (or supply chains) for which certified
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compliance has been required.”® There has been little demand for the TBS's pre-export product
certification.

The organizational infrastructure of the TBS is currently under review. It has been recognized
that its level of operation may require an increase in staffing or improved partnerships with other
technical agencies. However, the Bureau faces chronic liquidity problems, stemming, in part,
from the limited budgetary resources provided by government, especially for non-demand driven
services such as standards formulation. Partly in response, the Bureau has substantially
increased the revenues it has raised from certification and other activities. The bulk of the
increased revenues have come from its mandatory certification of imported products (especially
foods), a ‘service’ not necessarily provided to facilitate trade (see Table 4).* The Bureau's
physical infrastructure has been gradually built up over time with the development of offices,
laboratories, and housing estates for staff. The DANIDA-supported program is aimed at not only
strengthening the capacities of selected TBS laboratories, but also enhancing various other
systems and procedures through a twinning arrangement with Denmark’s national standards
organization.

Table4. TBS: Budget Allocation from Government and Other Revenues from Services

(Tsh Millions):

Sour ce 1999/2000 | 2000/01 | 2001/02 2002/03 2003/04
Government Allocation 346 393 469 423 526
Testing Fees 55 82 115 160 171
Calibration 35 25 12 16 13
Motor Vehicle Inspection* 0 0 141 180 136
Quality Certification 145 184 256 237 235
Import Product Certification* 180 141 208 277 577
Other 11 30 12 17 6
Total 772 672 1212 1310 1664
Total US$ Million 1.04 0.84 1.38 1.35 1.60

* Mandatory ‘ services

The TBSis presently working on a number of fronts to strengthen its capacities and to ensure its
financia sustainability. Given its relatively strong management and staff it will remain a very
important institution in the wider drive to improve the quality and safety of Tanzanian products.
Yet, there may be 