Management Dynamics

Volume 4 | Number 1 Article 4

March 2003

SPS as a Barrier to Competition

Mridula Goel
Faculty, Jaipuria Institute of Management, Lucknow

Arnab Dasgupta
PGDBA(Fina Year), Jaipuria Institute of Management, Lucknow

Follow this and additional works at: https://managementdynamics.researchcommons.org/journal

b Part of the Arts and Humanities Commons, and the Arts Management Commons

Recommended Citation

Goel, Mridula and Dasgupta, Arnab (2003) "SPS as a Barrier to Competition," Management Dynamics: Vol.
4: No. 1, Article 4.

DOI: https://doi.org/10.57198/2583-4932.1233

Available at: https://managementdynamics.researchcommons.org/journal/vol4/iss1/4

This Research Article is brought to you for free and open access by Management Dynamics. It has been accepted
for inclusion in Management Dynamics by an authorized editor of Management Dynamics.


https://managementdynamics.researchcommons.org/journal
https://managementdynamics.researchcommons.org/journal/vol4
https://managementdynamics.researchcommons.org/journal/vol4/iss1
https://managementdynamics.researchcommons.org/journal/vol4/iss1/4
https://managementdynamics.researchcommons.org/journal?utm_source=managementdynamics.researchcommons.org%2Fjournal%2Fvol4%2Fiss1%2F4&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/438?utm_source=managementdynamics.researchcommons.org%2Fjournal%2Fvol4%2Fiss1%2F4&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/1146?utm_source=managementdynamics.researchcommons.org%2Fjournal%2Fvol4%2Fiss1%2F4&utm_medium=PDF&utm_campaign=PDFCoverPages
https://doi.org/10.57198/2583-4932.1233
https://managementdynamics.researchcommons.org/journal/vol4/iss1/4?utm_source=managementdynamics.researchcommons.org%2Fjournal%2Fvol4%2Fiss1%2F4&utm_medium=PDF&utm_campaign=PDFCoverPages

228

“important in  the

SP5 AS A BARRIER TO COMPETITION

Sanitary and
phytosanitary
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international trade of

agricultural products.
They are
implemented  to

ensure that food is
safe for consmmers,
and to prevent the
spread af pests or
diseases  among
animals and plants.
But they may also be
used as protectionist
devices to keep
foreign competitors
out.The paper tries fto
present examples of
adoption of SPS
iméasures, which have
resulted in serious
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have an amazingly
Insignificant low
negative impact on
frealth of people in
importing countries,

SPS as a Barrier to Competition

PROF MRIDULA GOEL *
ARNAB DASGUPTA **

Sanitary and phytosanitary measures are increasingly
important in the international trade of agricultural products.
Their role becomes more significant as agriculture is an
Achilles heel for both developing countries like India and
developed econamies like USA, EU, Japan and Australia.
Multilateral trade negotiations have found it extremely
difficult to achieve a breakthrough in the area of international
trade in Agriculture. It was in the Uruguay Round of GATT
negotiations that positive and significant steps could be
adopted to reduce trade barriers and limit protectionism in
agriculture, though negotiations in agriculture were initiated
in the Kennedy Round (1964-66). '

Reducing barriers to agricultural trade

Adoption of agriculture in the multilateral trading system
embodied in the WTO resulted in binding of tariffs, removal
of tariff barriers, non-tariff barriers and even the reduction
and phasing out of protection and support to domestic

agriculture through subsidies, support prices, etc. In fact, the
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Doha Ministerial declaration of November 14, 2001 stated “we comunit oursel
to comprehensive negatiations aimed at: substantial improvements in market accs
reductions of, with a view to phasing out, all forms of export subsidies; a
substantial reductions in trade-distorting domestic support. We agree that spec
and differential treatment for developing countries shall be an integral part of
elements of the negotiations and shall be embodied in the schedules of concessic
and commitments and as appropriate in the rules and disciplines to be negotiat
s as to be operationally effective and to enable developing countries to effectiv
take account of their development needs, including food security and ru
development.”

The provision for developing countries and LDCs provided under various W’
articles and agreements are highly in favor of them. There is no doubt that
concessions and supports provided for under the WTO norms and regulations
favor of these countries are in place. In fact there is Special and Differential treatine
clause to benefit the developing countries, as also emphasized in the Do
Ministerial declaration. However it is up to the developing ¢ountries to apply |
further cormmitments, including provisions for Special and Differential treatme:
but they must do so before the next Ministerial conference at Cancun, Mexico whi
is from September 10-14, 2003. It is up to the developing countries to ensure
they receive the full benefit of all considerations envisaged for them under t

WTO regime.

The SIS agreement of the WTO deals with principles and norms that govern t
trade in products that impact on health. It seeks to protect consumers by providis
rules for food safety and health of plants and animals. Given the nature and dep
of the existing regulatory structures in case of SP5 in the developed countries, {]
developing countries often find it difficult to comply with such standards. At time
it seems that, SPS measures may only impede trade in agricultural and food produc
since in many instances they are incompatible with prevailing systems of productic
and marketing. Further, the developing countries often lack appropriate scientif
and technical expertise to deal with such standards and as a result, many developi
countries have experienced losses in exports. Moreover, the multiplicity of standar:
indiverse developed country markets has further compounded the problems beir
faced by developing country exporters. {7his is observed in the EU-afffatoxin ca
given below,)

In the context of India it is found that the share of agricultural exports in the tot
exporis has declined from 20% (1995-96) to 14%(2000-01). This could be partial
because a number of agricultural exports from India are subject to SPS measure
The challenges for Indian agricultural exports are greater because our maic
agricultural trading destinations are European Union (22 per cent) and USA (]
per cent) and Japan (9 per cent).
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Agricultural products are under strict surveillance especially in the EU where all
; i imported food products are lable for inspection at the first point of entry for
| compliance with food laws pertaining to the country of entry. The regulations in
i{ the EU also stipulate conditions regarding the labeling of packaging materials used
1 in the imported products. For instance, the level of protection proposed by EU is
i substantially higher than that provided under Codex recommendations in the
afflatoxin case.

n Japan, the food sanitation law prohibits the import of many citrus fruits from
ndia without any justification. Indian flower industry is facing a whole set of
NTBs while exporting to fapan. (The case of use of SFS measures and restrictions
n import of flowers by Japan from India is detailed below.)

- Meaning of SPS measures

| For the purposes of the 5P'5 Agreerhent, sanitary and phytosanitary measures are

ha b defined as any measure applied:

or to protect human or animal life from risks arising from additives,
i, contaminants, toxins or disease-causing organisms in their food;

ch

to protect human life from plant- or animal-carried diseases;

to protect animal or plant life from pests, diseases, or disease-causing
organisms;

to prevent or limit other damage to a country from the entry, establishment
or spread of pests.

*

International standards

SPS measures are compared against a set of well-established international standards
and norms. International standards regarding safety of foods and other products

volving use of plants or animals are set as benchmarks formulated by well known
committees.

e CODEX Alimentarius Commission has the CODEX standards, which are a
ecognized reference standard for food safety and are accepted by the WTO in the
SPS and the TBT agreements, For animal health and Zoonoses {A zoonose is a
disease that humans may acquire from animals) For every cute, cuddly {non-human)
reature out there, there is something horrible that you can potentially catch from
£ 1), the Office International des Epizooties (OIE) sets the standards while for plant

ealth, the FAO International Plant Protection Convention (IPPC) is the responsible
rganisation,

e Hazard Analysis and Critical Central Point (HACCP)is a process contzol system
esigned to identify and prevent microbial and other hazards in food production.

t irtch_ldes steps designed to prevent problems before they occur and to correct
eviations as soon as they are detected.
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Besides these, in the area of Biotechnology there exists CODEX Task fc
Convention on Biological Diversity (CBD) and the January 2000 BiosafetyI

The 5P5 Agreement

As the liberalization of tariff and quotas was extended to agricultural tra
was a risk that SPS measures would be used more frequently to substi
protectionist purposes. The SPS agreement was formulated in The Urugua;
to establish international rules for the use of SPS measures.

Tt acknowledges a country’s right to protect it from risks to human, anis
plant life and health. On the other hand, it confirms the need to hinder e
from using such risks as convenient excuses to create unnecessary barriers:
The approach taken to address these two issues simultaneously is to dem:
SPS measures are based on sound science. That way, only measures w
truly aimed at protecting life and health are allowed, and measures whicha
not related to life and health issues at all or that are excessively strict are ru

However, Article 3 of SPS Agreement states “members may introduce orn
sanitary or phytosanitary measures which result in a higher level of sar
phytosanitary protection than would be achieved by measures based on the:
international standards, guidelines or recommendations, if there is a s
justification.” '

Article 5.7 of the SPS Agreement states “In cases where relevant sclentific e
is insufficient, a Member may provisionally adopt sanitary or phytos

- measures on the basis of available pertinent information, inciuding that f

relevant international organizations as well as from sanitary or phyto:
measures applied by other Members. In such circumstances, Members shal
obtain the additional information necessary for a more objective assessmer
and review the sanitary or phytosanitary measure accordingly within area

- period of time.”

From the above, it is apparent that member countries can adopt high
international standards at short notice, which they later have to scientificall
as being non-discriminatory and non-protectionist. The two basic principle
SPS agreement are .

(a) Non discrimination and (b) Scientific justification

But at the same time the agreement contains certain articles (3.3 & 5.7) that
gaps for member countries to adopt higher than international standards ai
sometimes violate the principle of nondiscrimination. Often the justifica
such SPS measures is only scientifically projected and the assessment o
extremely low. Insuch situationsitis difficult not to consider the caseasav
of the principle of nondiscrimination.
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rce, thell (Case of violation of principle of non-discrimination

The example of Indian flower industry is a case in point. The industry is facing a
il whole set of NTBs while exporting to Japan. In recent past, Japan has imposed zero
Il tolerance clauses on insects, on the assumption that these could possibly be present
# in Indian flowers. This clause is imposed on particular insects, which are already
i present in abundance in Japan. Int fact this even violates the National Treatment
Clause which is an important core principle of WTO,

There is another problem with regard t0 quarantine of flowers. The plant quarantine
authorities at Japanese airports fake a lof of time in the clearance of flower

tri ) X . ey s
?:racllis consignments due to elaborate fumigation procedures because of which it takes 5-
nd thatts 2 hours to clear a consignment of flowers, which are highly perishable. However,

many of the South Asian suppliers of flowers are allowed to do pre-shipment
inspection at the port of dispatch. In that case it is possible for Japan to post their . .
inspectors dt exit points of flowers. But the cost of posting inspectors is prohibitively = -
high and would render Indian flowers uncompetitive. : '

l?;?ta Another problem that Indian flower exporters face is that Japanese auction houses
ele\};a bring the Indian roses towards the end of the auction process after entire domestic

stipply and also flowers from other supplier countries have been auctioned. Since
flowers are perishable, this affects their value in the market.

If this is not discrimination what is it?

viden _

anitary, The SPS Agreement also contains a number of instruments that are to be used in
om thée achieving its goals. These are briefly described below..

|anital' .

Risk assessment

An SPS measure has to be backed by a risk assessment that provides scientific
justification for the relationship between the measure chosen and the level of
protection the measure is aiming at. This is stipulated in Article 5.1- 5.3 of the
Agreement. The Agreement is not very explicit as to what distinguishes a valid
risk assessment under the auspices of the Agreement from assessments not judged
valid. But the task of making risk assessments is extremely complex and costly,
even for the developed countries. For developing cotnfries to participate in'any
acceptable risk assessment exercise for applying an 8PS measure will be almost

mpossible, as they have limited resource avatlability and requisite technical
xpertise and infrastructure,

ules on setting protection levels

Arlticl'es 5..4 -5.6 and 5.8 of the SPS agreement describe how the anti- diseriminatory
rmc‘lPle is to be used in practice. A risk assessmentis a necessary but not sufficient
condition for an SPS measure to be in conformity with the Agreement. In addition,
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a measure must be the least restrictive to trade among the available alterr
and it shall be no more restrictive to trade than necessary to achieve the d
level of protection. The protection level provided by an SPS measure shall 2
consistent with the levels resulting from other measures in similar situ
However, we note in the afflatoxin case applied by EU that the protection le
the same context are lower by USA and Japan.

Exceptions in case of insufficient evidence

There is a single exception to the risk assessment requirement. Article 5.7 stip
that when scientific evidence is insufficient, a member country is entitled
measures based on “available pertinent information”, There are two cond
attached to this use. First, such measures must be temporary and, secon
member must seek additional evidence and must review the measure af

reasonable period of time”

This can ‘temporarily’ harm exporting countries faced by such precauti
measures but the effects of damage can be ‘permanent’. A good case is the S
EU-Bangladesh case detailed below.

Harmonization

The tool of harmonization plays a special role in the Agreement. Befor
Agreement was signed, international organizations had already works
harmonizing various SPS measures for several years. The international stan
(CODEX, OIE, IPPC elc.) developed were voluntary and covered only a Ii
number of SPS measures.

Article 3 of the SPS agreement stipulates the relationship between interna
standards and national SPS measures. In general, the article encou
harmonization. Article 3.2 makes it clear that if a country adopts an SP5 mes
which conforms to an internationally agreed standard, the measure is
consistent with the SPS Agreement. In other words, the obligation to prov
risk assessment is fulfilled and the measure is judged as being non-discrimine

The use of international standards automatically grants a country immunity
legal proceedings under WTO law. Whether widespread internati
harmonization actually occurs remains an empirical question to be answ
sometime in the future. Member countries are however free to choose to i
the encouragement of harmonization by designing their own measures
prov1d1ng their own scientific evidence but this would be effectively releva
developed countries who can afford to undertake the expenses of formul
their own risk assessment measures.

For developing countries the harmonization of national standards

international norms can be an expensive proposition, requiring significant cha
in production processes and control mechanisms. For example, in India
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standards are governed widely by the PFA (Prevention of Food Adulteration)
i standards and the international standard is set by CODEX. However there are
§ differences in the format of the two standards. CODEX Standards are more
.}l comprehensive and besides quality parameters include provisions for hygiene/
| special hygiene, food additives, contaminants, labeling and methods of analysis
and sampling. There are differences in permitted additives and the limits of
contaminants. The PFA and CODEX Standards can ot be harmonized until these
issues are resolved. CODEX Standards have become international reference
standards undér WTO and a selective revision of the PRA Standards for-items of
Il export/import interest will have to be done, followed by re-editing of all PFA
itions® Siandards in the CODEX format to avoid necessity of providing equivalence from
time to time. This is bound to take time and will involve considerable costs.

Equivalence

The SPS Agreement encourages the use of equivalence and mutual recognition
clauses in article 4. According to article 4 as well as the decision by the SPS
Comunittee, two SPS measures are said to be equivalent to one another when they
are not identical but they yield the same level of sanitary-and phytosanitary
protection. However in practice it has been observed that countries interpret
equivalence as ‘sameness’ which createg difficulties when the distinction in
processes is as wide as between developed and developing countries.

Regiona_lisatioh

narticle 6 of the Agreement, members are encouraged to adapt their SPS measures
o the regional characteristics of their trading partners, rather than treat the whole

ional : country as uniform, Historically, it has been common to stop exports from an éntire
‘ages  country if a particular problem exists in that country, even in the case where the
sur roblem is isolated to specific regions in the country. Article 6 stipulates that this

ractice has to stop and that member countries must recognize pest or disease free
reas of their trading partners according to objective factors.

Oneof the main problems of the various SPS measures applied today is the lack of
ransparency. When rules are unclearand their relation to scientific evidence masked
it becomes more difficult to distinguish between legitimate and illegitimate SPS

measures. The SPS Agreement contains a notification procedure through which

members are obliged to make public any changes in their SPS regulatory
frameworks, If measures differ from international standards or if international
standards do not exist, a member country is obliged to notify other members of

their measures through the WTO.

The Agreer'nent outlines the necessary infrastructure to allow transparency to work.
A member is obliged to establish a notification point responsible for notifying future
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changes in SP5 measures. In addition, each member must establish inquiry
so that foreigners can obtain information about the sanitary and phytosanita
in force. The information that must be disclosed includes information ab
rules themselves, the control mechanisms to assure conformity, and t
assessment procedures on which the measures are based.

For developing countries setting up notification and inquiry points is an ex]

" and difficult measure,

Violation of Transparency Norms

It is observed that often developed countries violate the Transparency no
more often against the developing countries that do not have strong pres
Geneva and in other multilateral trade negotiations,

Recently, Italy and Germany have detained Indian spice consignments

ground of pesticide residue. These couniries failed to convince Indian expo
the changes they made on their existing regulations on microbial contam
and contamination due to pesticide residue. This is a blatant denial of f:
offered under Article 7, which requires transparency of the SPS regulatior
has caused difficulties for India in its spice exports.

Dispute settlement

The Dispute settlement process is an unique feature of the WTO and con
disputes resulting from viclation of any of the agreements under WTO, .
when the issue is brought to the DSB (Dispute Settlement Body). However, t
Agreement also has an informal option that is often exploited before the
cummbersome formal procedure of the dispute settlement system is
disagreements are presented at the regular meetings of the SPS Committe
very common that disagreements are solved bilaterally without recourse
formal dispute settlement system. This is efficient as dispute settlement pro
often lengthy and very demanding in terms of financial capacity and b
resources.

In fact a developing country encounters problems even before the legal pro

- enacted in Geneva. Filing a complaint about the SPS Agreement re«

identification of a viclation of a specific commitment. A dispute settlement p
frequenily lasts two to three years before a possibly favorable decision by a
or the Appellate Body will bring about changes in regulations. For a produ
exporter the loss in the meantime may be so large that it would be wiser to
for alternative market outlets. But costs of identification of new markets v

. entailed and the returns from there may not be as good.

Case of “Aflatoxin Standards” E L-Africa, efc, violation of SPS5 Agreement:

Aflatoxins are a group of structurally related toxic compounds, which contan
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certain foods and result in the production of acute liver carcinogens in the human
body. The major aflatoxins of concern are designated Bl, B2, G1, and G2, and these
toxins are usually found together in foods (UNDP-FAQ, 2000). Aflatoxin Bl is
usually predominant and the most toxic of the four categories and has been
identified in corn and corn products, groundnut and groundnut products,
cottonseed, milk, and tree nuts such as Brazilian nuts, pecans, pistachio nuts, and

walnuts.

The standards set by the European Commission are more stringent than those set
by CODEX, which does establish a standard of B1 but assumes that 50-70 percent
— araround 7.5-10.5 ppb {part per billion) of the total aflatoxin level of 15 ppb — is
usually accounted for by aflatoxin Bl contamination. While the European
Commission established a 4 ppb levels for total affatoxins in cereals, dried fruits,
and nuts intended for direct human consumption, it set the standard for aflatoxin
‘Bl at 2 ppb for food products intended for direct human consumption.

Ac‘c'ofding to the directive, EU members had to implement the necessary aws to
comply with the new standards no later than 31 December 2000. For 8 EU members
15, andil (Belgium, Greece, Ireland, Italy, Luxembourg, Netherlands, Spain, Sweden) the
new directives meant that they must also reduce the acceptable aflatoxin levels in
their imports of groundnuts by more than 50 percent.

ers alli The resulis of a case study by Otsuki, Wilson and Sewadeh found that the
implementation of the new aflatoxin standard in the EU will have a significant
heSPY negative impact on African exports of cereals, dried fruits and nuts to Europe. The
EU standard, which would reduce health risk by approximately 1.4 deaths per
billion a year, will decrease these African exports by 64 percent or US$ 670 million
in contrast to regulation set at an international standard.

The population of EU is approximately 377 million. So effective potential-impact
will be approximately .5 deaths for the total population of the EU.

The harmonization principle is also flouted by this case; the Australian standard
fof total aflatoxins in groundnut is set at 15 ppb (which implies a 10 ppb level of B1
aflatoxinis). The United States adopts 20 ppb as the maximum level for the
contaminant in various agricultural and food products (which implies a 14ppb
level of Bl aflatoxins). This clearly illustrates that the EU norms are not harmonised
with even those of other developed countries.

The sampling procedure mandated in the Commission’s standard is also
noteworthy. Sampling is one of the most important contributors to the variability
of analyses and identification of aflatoxin contamination due to the non-
homogeneous nature of aflatoxin distribution in foods. The EU regulation requires
that three tests are conducted on a randomly drawn 30 kg. Each sample has to
ndividually pass the three tests before the shipment is allowed to enter the market.

tina
n the case of bulk raw nuts the implementation of this.procedure presents
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difficulties because, as noted earlier, aflatoxin is not.evenly distributed throu
an entire batch. Regulations currently under discussion by CODEX, would x
that the average aflatoxin levels in the samples meet the standard, rather tha
sample independently. The U.S, also requires that the average aflatoxin ler
the three samples meet the standard. Under the proposed CODEX regulation:
samples that have levels of aflatoxins equal to 20 ppb, 10 ppb, and 15 ppb wo
accepted. The same sarnples could lead to the rejection of a whole shipment
the new EU sampling regulations, with same CODEX standards.

African export revenue from the 15 Buropean countries is estimated to decre
59 percent for cereals and 47 percent for dried and preserved fruits and edibl
The total loss is estimated to be nearly US$ 400 million for cereals, drie
preserved fruits, and nuts under the Commission’s new standard.

Such cases will have serious effects in terms of lowering of exports in lo
middle- income countries, where the share of food exports in total trade re
high at approximately 13 percent in the 1990’s. Such restrictive sanitar
phytosanitary measures limit market access, .

In case an export lot is rejected the resultant loss is not limited to the value
product. It also includes transportation and other export costs, all of whi
* incurred by the exporter. Compliance requirements on exporters impose non-
‘but huge costs especially on developing countries, such as the cost of upgr
production systems, processing and storage equipment, and quality control stz

Thus, how regulatory costs for exporters compare with possible gains in 1
sanitary and phytosanitary levels in importing countries should be cruc
evaluating whether an SPS measure is in conformity with the principles of

agreement.
Technical assistance for developing countries

The different principles and instruments of SPS Agreement require consid
transformation in the product and process systems, inspection and cc
procedures, ete. in the developing countries. This will be feasible for such n:
only if stipulated technical assistance is forthcoming.

Article 9 of the Agreement encourages members to provide technical assista
developing countries. Article 9.1 talks about general technical assistance tc
developing countries comply with SPS measures in their export markets. £
9.2 addresses the situation when developing countries have to undertake ‘subst
investments’ to fulfill the requirements of an importing member country. I
situation the importer is encouraged to provide the technical assistance tha
permit the developing country to maintain and expand its market access. B
formulation of Article 91is vague and the article does not contain any commitn
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But the need for technical assistance is significant and large.
countries even basic infrastructure facilities remains a major problem

L For developing
reachy e.g. some Indian villages still have no access to roads and electricity. But the need
els f such basic facilities is essential to ensure that our exports fulfill

for development 0
international standards and tests like the HACCP systems explained above. This

entails huge investments that are largely to be provided by the government.
Considerable time will be required for upgradation of systems by the developing
countries. The problem meanwhile is: how to ensure acceptance of developing
agricultural products in the world markets.

Tn the case of marine products, FU regulations concerning implementation of food
safety systems, additive requirements and other process conirols are of very high
order. They are more stringent than HACCP methods. As a result, many of the
Indian fishing companies were required to upgrade their facilities, which amounts
to a huge expenditure and a number of companies were also forced to close down
their factories for a long duration to enable them to upgrade their facilities with
heavy investments. Currently, only 90 out of 404 plants in India are approved for

fishery exports to EU.

EU-Bangladesh Shrimp case”: serfous limitation for a developing countzy to comply
with the international standards without technical assistance:

The ban on imports of shrimp from Bangladesh by the EU, imposed in 1997, brings
to the fore, in a very revealing fashion, a number of contentious issues. The ban,
and its impact, highlight a range of issues which are of critical importance to the
LDCs, including the issue of trade related domestic capacity building in the LDCs,
and the need for technical assistance at the firm and policy implementation levels.

Share of shrimp in Bangladesh’s total export averaged more than 6 per cent in the
1990s. In FY2000 shrimp exports amounted to US$ 322.4 million. It constitutes more
han 70% of the export of primary products from Bangladesh and its share in FY
2000 was higher than the combined share of Bangladesh’s exports of raw jute and
ute goods (5.8% of total expoits). About a million people are engaged in activities
elated to shrimp culture in the country - in harvesting, culture, processing and
xporting. A majority of these workers are women. The production of shrimp by
quaculture method is a 100% export-oriented activity in Bangladesh producing
an average output of 30 thousand tons annually (5% of the global production).

.‘;th Viajor markets of Bangladesl'’s shrimp export are the EU which accounted for 38.7%
el f the total market in FY 2000; USA’s share was 38.3%, whilst Japan accounted for

another 11.2% of Bangladesh’s global export of shrimp.

antia . .
1 thi U Ban on Imports of Bangladesh Shrimp
t will | InJuly 1997 the European Commission imposed a ban on imports of shrimp products

om Bangladesh into the EU on the ground that exports of this commodity did not
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meet the stringent provisions of EC's HACCP regulations. The ban orij
a} concerns as regards standards in areas related to health safegu.
control, infrastructure and hygiene in the processing units, and b) Ia
the efficiency of the controlling measures carried out by designated ¢
Bangtadesh, in this particular case, the Departinent of Fisheries (DoF

Shrimp processed for global markets has to comply with the internatior
specified by Codex Alimantarius Commission provisions and has tc
specifications as well as the regulatory requirements of the import
Unfortunately, as in may other LDCs, Bangladesh has difficulty in n
the required safety standards and quality requirements. Problems
compliance arise at pre-processing phase at the stage of handling of
(harvesting, sorting by size and colour, removal of heads and peelin
often carried out under conditions and facilities that are unsuitable fi
perspective) and also at processing stage (absence of high quality w
irregular electricity supply, poor infrastructure and transportation fac
seriously constrain Bangladeshi firms’ ability to pursue modern sanita

As is the case in other LDCs, plants in Bangladesh do not have suffici
invest in expensive mechanical equipment, fishing boats, quality contt
and adequately trained staff. While the EU concern about quality
compliance by Bangladesh plants was reasonably justified, and i
conformed to the SPS provisions of the WTO, the underlying causes of t
lack of capacity to address EU concerns must also need to be factorec
equation. The need for technical support from the developed countri
international organizations is thus undeniable.

The issue of compliance cost is important for the developing countries. |
the costs of upgrading sanitary conditions in the Bangladesh frozen shris
to satisfy EU and US hygiene requirements is estimated to be $ 17.6 mil
98. The total industry cost, that is required to maintain HACCP stand
million per annum.

The ban was imposed following EU inspection of Bangladesh’s seafood
plants in July 1997 which rajsed questions as regards compliance w
regulations in the processing plants in Bangladesh. The ban remained «
five months, between August and December 1997 and caused setious it
export-oriented sector. Export of frozen shrimp from Bangladesh to the ]
August and December was zero.

The shrimp case also violates the harmonization clause. This is indic
fact that Bangladesh tried and succeeded in limiting its losses by diver
part of their intended shipment to the USA and Japan. The markets «
Japan are not particularly known for any lack of vigilance in terms of
hygiene standards. Itis thus, suggestive of adoption of extremely stringer
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by EU, which are seriously trade restrictive and appear to violate the spirit of the

SPS agreement.
k of trust .
Conclusion

il The EU ban on shrimp imports from Bangladesh once again reaffirms the
i apprehension of many LDCs that standards will become a major issue in terms of
heir market access in the context of the evolving global trading regime under the

The core of the problem is the lack of trust developed countries have in the capacities
£ the food safety systems of developing countries. It must be noted that this lack of
trust is often based on real deficiencies in developing country food safety systems.
o change this notion requires developing countries to adopt better production
| systems and go for implementation of recognized process control systems like
HACCP. For example, in India HACCP has been adopted for establishing standards
n food hygiene and Guidelines for their applications are given in IS 15000:1998,
hich also meets the CODEX standards.

The heavy costs and technology involved clearly establish that technical assistance
om developed countries is essential to erable the developing countries to raise
eir standards to meet the international standards. This will also go a long way in
 ensuring that SPS measures do not become a barrier to trade competition.
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