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A. Insights into food quality trends internationally

1. Introduction to food quality and food quality trends

It is a well established fact that the agro-foodtesn has been evolving in many parts
of the world in the last decades based on the tndiization of agriculture and agro-
food processing. This has resulted in an increa$iling of standardized products
and a commoditization of food products, which hakeen underlying the
development of the mass consumption model. Howele®d markets around the
world are characterised by market saturation fodfproducts with commodity traits
and a consequent movement towards products adugessnsumers’ demand for
food products with more advanced alternative quaditributes (Ponte & Gibbon,
2005:2; Krystallis et al, 2005:65). Recent develepts in food science and
technology have supported the growing offer of @mence food by adding services
to the products as well as of functional food tinéégrates dedicated health services.
These developments together with the spreadingeaiehsion of alternative food
guality movements has given rise to a turn fromrfass consumption model where
purchasing decision were mainly motivated by pricegard an increasing qualitative
differentiation of products and demand with differattributes becoming significant
(Allaire, 2002). These current changes in the feastuof food demand and
consumption - “the immaterialisation of food andstitutionalisation of quality”
(Allaire, 2003) that underline product proliferaticand differentiation has been
referred to by Allaire (2003) as the ‘quality turit has been driven by food crises
and related food safety awareness, the globalizatfofood networks and market
saturation for ‘commodity’ type products as well &y growing social and
environmental concerns (Ponte and Gibbon, 2005airgll 2003). Food safety
concerns have increased internationally over ttet gacade and continue to be an
important accelerator of changes in the developroéfdod markets. The increased
food scandals and scares such as the mad cow a@iseas and mouth disease,
pesticide residues, dioxin and toxic chemicalshim food chainlListeria, Salmonella
and other microbiological hazards received sigaiftcattention in the media.

As pointed out by Watts and Goodman (1997) amohgret changes towards making
guality more central to how food supply chains aperare an important element of
the evolution of agro-food supply chains. This istlier confirmed by Marsden
(1997) which suggests that the attribution of gyairiteria along food supply chains
is becoming more ingrained. This is translatingoiain increasing complexity of
quality and new quality conventions. The ‘tradiairnview of food quality applies to
an environment characterised by mass consumptidmofogeneous commodities,
where improved quality is established through wrigproduct controls and the
rejection of products that do not meet with higloemlity standards (i.e. product
selection). The modern view of quality is more sfie@and encompasses traditional
guality dimensions as well as non-measurable ele&snsnch as health, taste,
environmental awareness and ethical issues, aeratald on below. As a result, the
concept of food quality has been expanding to ohelalternative quality attributes in
line with evolving consumer expectations.

In Peri et al (2004), a food quality model is depeld as a set of consumer
requirements that include alternative quality htttes together with the basic quality



requirements. According to this model, consumeuiregnents include requirements
relating to food safety, commodity requirementdritianal requirements and sensory
requirements. The safety and commodity requiremeelste to what consumers
would perceive as “authenticity” and “genuinenesshe legal requirements for
safety, commodity and nutrition are “implicit recgments’ taken as a given by
consumers. Sensory requirements are explainedaasgeto memory, values, culture
and emotions. Peri (2006) included as alternativality attributes requirements
related to the production context, ethical requiata, guarantee (certification and
traceability) requirements, requirements of the dpat/packaging system and
requirements of the product/market system. Accgrdio Peri (2006), sensory
requirements relate to our knowledge/ memory ofoalyct and our sensory reactions
to it, creating an integrated perception that detees the ideas and emotions we
associate with a specific product. These safetgpnneodity, nutritional and sensory
requirements form the basic framework of the qualfta product.

However, it is important to stress that there issmgle generally accepted definition

of food quality in the literature as has been widstknowledged (see among others
Luning and Marcelis, 2007; Peri (2006)). As pointegt by Lang and Heasman

(2004), food quality today is a battleground of pating paradigms, each of them
advocating specific food and production consumptiorms and structuring specific

organisational patterns in the food system as éuritheveloped below (see also
Brunori, 2007).

Approaches to food quality range from purely objecti.e. quality that is defined by
a set of measurable characteristics) to purelyjéstiive” approaches (i.e. quality that
is determined by consumers’ attitudes and behasjoleri (2006) states that quality
can be defined in utilitarian terms as “fithess tse” or in the context of food as
“fitness for consumption”. According to the defilon of quality as consumer
satisfaction, quality can be described as the rements needed to satisfy the needs
and expectations of the consumer (Vastoia, 199vV}thé marketing and consumer
economics literature, there are two main approathdsfining food quality (Grunert,
2005). Theholistic approach includes within the concept of food quadtl the
desirable characteristics a product is perceivetaee. By contrast, thexcellene
approach views food quality as referring only taareltteristics that deal with an
elevated, more restrictive or ‘superior’ specificatof the product.

Brunori (2007) points out that quality refers tomoaunication as it deals with the
development and exchange of meaning. This emplsasisanformational dimension
of quality, llberry and Kneafsey (1997) illustrateat consumers may equate quality
to food safety concerns whereas producers may wemality as a marketing
opportunity. While demand economists, when refgrrio quality, differentiate
between subjective qualitieat{ribute9, as perceived by the consumers and objective
gualities orcharacteristicof the good in question (Lancaster, 1966), on thdrary,
according to network sociology, all the productlgies (the material and immaterial
ones) are relational characteristics, i.e. thejvddrom a process of qualification / re-
gualification which involve all actors, human anchrhuman in theetworkbuilt up

by the product on its way from design to consuriRente (2005) points out that from
this perspective, quality is seen as a procesdjpistment and interaction between
demand, supply and intermediaries. Callon et aQ0022 uses the concept of
gualification to explain the construction of quglds related to the network-building



activity of various actors from different spherels as production, consumption and
business. Despite the lack of a generally accegédidiition of or approach to food
quality, Brunori (2007) highlights that most of tleproaches defining quality
recognise that a) quality is the outcome of inteoacbetween product characteristics,
producers and consumers; b) there is a gap betWeerceived quality” and
“measurable quality” and c) this gap provides oppaty for marketing strategies.
Quality can thus be seen as a constantly changiddsocially constructed” concept
which is continually recreated through the intaactof different role players that
create alternative meanings for quality (Marsdesh Arce, 1995).

2. Information asymmetry and quality perception

The growing interest in expanding the notion of lqyan agro-food production is
illustrated by the recent emergence of food statgland quality assurance systems.
Consumers’ information about product quality iseaffar from perfect as shown by
Nelson (1970) which found that consumers do noeh@arfect access to information
regarding the prices of goods, and even less do #dse quality of the goods. He
classified goods on the basis of how informatiomgsessed by and/or conveyed to
consumers as summarised in Table 1. This classifichas been extensively used in
consumer and supply chain literature, given itslicagions for quality management
and signalling, as further explored below.

Table 1: Classification of goods based on accessindormation

Search goods Consumers can ascertain qualitytprijurchase
through inspection and/or research.

Experience goods Consumers can ascertain quaidly@irchase
through use and experience.

Credence goods Neither prior inspection nor subes®quse is
sufficient to ascertain quality.

Source Nelson (1970)

From an information theory perspective, it is ferthrecognised that products are
conceived as consisting of an array of informatiaas. Each cue assists consumers in
evaluating the product. Cues can be classifiedithsreextrinsic or intrinsic (Olsen,
1972). Intrinsic cues refer to characteristics saslhphysical features of the product
(e.g. shape, size etc) while extrinsic cues, aljhawelated to the product, are not part
of its physical description (e.g. price, brand,ioegf origin). Building upon Nelson’s
classification and these dimensions, Steenkamp9(1@&veloped a conceptual model
that helps in understanding the process throughclwlionsumers form their
perceptions. This model is presented below. It gimefoundation as to how cues
derived from the product and from the environmerd processed by consumers
according to their socio-economic characteristesvall as other dimensions such as
prior experience, intended use and risk perceptimtording to Brunori (2007),
credence characteristics are particularly impors&ighals that influence consumer
choice by creating an association between a prododta value system (see also
Benedict and Steenkamp, 1990).



A conceptual model of the quality perception proces
(Steenkamp, 1989; In: Ophuis & Trijp, 1995)

PERSONAL & SITUATIONAL FACTORS:
Prior experience; Level of education; Perceived
guality risk; Quality consciousness; Usage goals]
Other personal and situational factors

Intrinsic quality Experience quality
cue beliefs attribute beliefs
Cues in the X X Perceived
environment quality
A A 4
Extrinsic quality Credence quality
cue beliefs attribute beliefs

Cue acquisition & categorization Quality attribute belief formation Integration of quality attribute beliefs




It is widely acknowledged that food products digptaaaracteristics of all three types
of goods (Rangnekar, 2003). As food markets areacherized by varying qualities,
only the producer is fully aware of the productlgyan advance, while the consumer
runs the risk of buying an inferior product. ThisFarmation gap leads to typical
market information problems in the form of advessdection and moral hazard,
originally described by Akerlof (1970) in his wodn the market for second hand
cars. It is clear that information asymmetry imgacegatively on the market: with
consumers not being able to distinguish betweeferéifit quality levels, producers
have no incentive to produce high quality produots;the contrary, inferior quality
producers have scope to free ride at the expendmtbf the consumers and high
guality producers. Producers maintaining the qualittheir products thus face unfair
competition from producers who can sell lower dyafiroducts at the same price
given the lack of differentiation among productsddferent qualities. The quality of
total supply drops, higher-quality products arevelni out of the market and some
consumers will no longer be able to satisfy theefgrences (see also OECD, 2000).
That this holds true in the case of food safetglear — the market will adversely
select lower quality food that is potentially uresafs a result of information
asymmetry.

To deal with this problem, both consumers and predii have developed various
strategies. On the producer side, strategies dooisisvesting in the signalling of its
product quality and creating a reputation for ibnSumer strategies may consist of
repeat purchases that result in brand loyalty ana/willingness to pay a premium
based on a producer’s reputation. Klein and Leffl®81) showed that the existence
of that premium determines producer or firm investimin quality. In his model on
reputation at individual firm level, Shapiro (19&hd 1983) analyses the firm’s
choices regarding the quality level of its prodoetwith a view to maximizing profits
in a situation where it is assumed that markets @edectly competitive but
information is imperfect. He stresses the imporapicthe dynamics emerging among
the following three elements: firm reputation, aomer learning and the seller’s
choice of product quality. If product quality camnbe observed in advance,
consumers tend to use the quality of products edfdéry the same producer in the past
as an indicator of future levels of quality. Accmigito Shapiro (1983) reputation thus
embodies expected quality in that individuals eptate past behaviour to make
inferences about likely future behaviour. This eajudgment develops over time
creating an intangible asset whose value is giwercdpitalisation of future price
premiums (Belletti, 1999).

However, as stressed by Goodman (2003), it is dleatr where common morals,
shared norms and institutional risk assurances taggt alone provides an inadequate
base for food quality. In this respect, Loader &twbbs (1999) see three possible
ways to convey information to the consumer regaydie credence attributes of food
products: (i) firm level responses such as theothiction of product certification,
branding or labelling as mentioned above, (ii) $é&give protection in the form of
labelling regulations and (iii) the introductionlefjislative liability provisions

® For a discussion on the impact of legislativeiligbprovisions see section5 below.



3. Collective reputation and geographical indicatia labelling

As a result of the need to signal quality, an egéng category of distinctive signs is
the one related to geographical indication labellih provides a useful illustration of
both private and collective dimensions of signalliquality. Indeed it builds on

collective reputation as further developed in thextion. As with other distinctive
signs, the economics underlying geographical inginaabelling is founded on the
economic theories of information and reputation.eSéh theories illustrate the
importance of (1) preventing the market distortiothe@t arise when there is
asymmetry of information between producers and wmess and (2) averting the
consequences of such asymmetry of information an lével of output quality

(OECD, 2000) that have been highlighted in the joev section.

As indicated in the section above, the concepeplitation, as applied to studies on
markets where there is imperfect information (8tgl1989; Tirole, 1988), aids in
overcoming the market failure associated with asgtnynof information. However,
the successful use of reputation to restore effyeto the market through averting
the consequences of information asymmetries regjuhvat reputation be protected
through a process which can be viewed as the tinstnalisation of reputation”
(Belletti, 1999). Distinctive signs such as geodpiegl indications can achieve this by
institutionalising the relationship between thedurct and the region and/or tradition
through the use of legal instruments that prevhet misappropriation of benefits.
Geographical indications can thus be viewed asrésellt of a process whereby
reputation is institutionalised in order to solvertain problems that arise from
information asymmetry and free riding on reputatidhis highlights a fundamental
feature of geographical indications protection that it functions as both a consumer
protection measure (through addressing informaséisymmetries and quality) and a
producer protection measure (through its role iotgmting reputation as an asset)
(OECD, 2000).

As stated by Sauvée and Valceschini (2008)the current competitive universe, the
definition of quality and the information on quada are from now on at the heart of
the competitive strategies of economic actoGrigin labelled products are an
important example of this, as trends in the fooct@eover the past decade indicate
that consumers are increasingly placing value aaymts they can associate with a
certain place and/or special means of productitiery & Kneafsey, 1998). The
economic rationale for protecting geographical ¢ations fundamentally derives
from the fact that place of origin may be used amiaity signal or alternatively the
resources of the region may be captured in theirotapelled product as quality
attributes (Pacciaret al, 2001). In contrast to trademarks which are disitne signs
identifying goods of an enterprise and thus notitéoh by any territorial link,
geography is at the heart of geographical indiogtiqdMarsden, 1998). This
geographically intertwined nature of geographiadgic¢ations has certain implications
for the organization and control of origin labellsdpply chains. As Belleti and
Marescotti (2002) mentions, origin labelled produate very often characterized by a
“collective dimension” in the sense that they ankdd not only with the skills of
many producers and/or processors but also witHlyoceeated public goods and with
the history, habits and culture of the local comityunThis requires the creation of
collaborative networks through which many actorgtjp manage the common
product in the same way a single firm might do (&8l& & Sylvander, 2002).



Chappuis and Sans (2000) have identified co-ondinain the supply chain as a
prerequisite for the success of origin labelleddpicis and for the competitiveness of
the firms producing and marketing it. AccordingBarjolle and Sylvander (2002)
coordination in the context of origin labelled slypphains should be understood as
the ability of firms to achieve collective and eféint product and market
management. Ménard (2000) states that there am@ugaadvantages associated with
cooperation and collective production: (1) econ@mi¢ scale in the acquisition of
information, (2) risk-bearing among the group whdacing unanticipated
contingencies, (3) mitigation of adverse selecaod moral hazard and (4) increased
productivity due to a more developed “sense of aasibility”. However, he
highlights that there are also limits and costsdoperation, resulting from: (1) free
riding strategies through selection of membersgiete) and malingering behaviour
once selected (ex-post), (2) collective decisioking that may hamper the
advantages of command, (3) incentives to colludkdevelop side payments and (4)
the high cost of processing information and commatmg in a team-oriented
organization. In assessing how effective coordamand cooperation is with regard
to product management, Barjolle and Sylvander (R@02sider two factors: (1) the
capacity to bring out the product’'s differentiatipotential and (2) the ease with
which each actor can appropriate the collectivegss. The latter refers specifically
to the ability of the actors to adapt their indivéd strategies to the collective strategy.

Landon & Smith (1997) provide an empirical analysis the extent to which
consumers use reputation and current quality inoisawhen making purchase
decisions using data from the market for BordeaunewTl he analysis is conducted by
relating prices to the information that is avaiatd consumers using a hedonic model
of differentiated product price. The result suggelat consumers place considerable
value on mechanisms that provide information ont pamlity. The study further
indicates that the price premium associated wighdbllective reputation variables is
as large as that associated with individual firputation. The authors point out that
the high value that consumers place on the goverhndetermined regional
designations and on the industry determined quelégsifications suggests that both
government and industry can meaningfully provideforimation product
characteristics. In a further study based on theesiype of model in which price is a
function of current and expected quality (where emtpd quality depends on
reputation), Landon and Smith (1998) deepen thaatyagis. The results indicate that
the marginal impact of expected quality on pricaBofdeaux wine is approximately
20 times higher than that of current quality. Caonsts appear to consider a long term
reputation for quality as a more significant indaraof current quality than recent
guality improvements. The authors thus point oat thmay take a considerable time
for a firm to establish a reputation for high gtatihat would result in a significant
price premium.

Costanigro et al. (2009) stress the importanceott firm and collective reputations
in price formation (with regard in particular toroent quality performance) and point
out the use of nested names as reputation device$: reputations are essentially
consumers’ a priori (pre-consumption) associatidramame to a quality expectation,
multiple reputation may related to a single expece good (adopting Nelson’s, 1970,
definition)'. As they note, their focus is different from prews literature that either
focused on firm reputations or on collective repota following the seminal
contribution from Tirole (1996). They state thaistttomes from the radically



different structure of incentives inherent to ptvaand common reputations'’.
Nested names contribute to categorize products imitheasing specificities, they
refer not only to the product name but also tofitme that produces the product and to
the region or the country of origin. Costanigreakt(2009) analyses the hierarchical
structure attached to purchase decisions of predwith nested names based on
empirical data from the wine sector, where nameksadtached reputations are known
as important product attributes. But as they mentibe use of nested names is not
restricted to the wine sector and can be foundherdfood sectors such as cheeses in
particular. Using a hedonic model applied to Cafifan wines to estimate the link
between different quality attributes (among whictoduction region names and
winery names) and prices, they show that for cheapes, reputation premia are
attached to collective names (related to a winalyecimg region) while for more
expensive wines, the reputation premia relatespeciBc wineries reputation in
addition to the producing region reputation. Actogdto the authors, this can be
interpreted as reflecting a two-stage decision ngkirocess, whereby consumers,
when purchasing an item of significant value, Milst sort products according to
collective reputations and will only look for addital information on specific
wineries within selected regions to balance seeosis and the costs of a bad choice.

4. Definition and classification of standards

Of particular importance in supporting consumerioks, as noted by Ponte and
Gibbon (2005), is the use of standards that hawvkelwideveloped recently and are
instrumental in supplying information on the atirtibs of a product or a process.
Reardon and Farina (2002) define standards ascdallettion of technical
specifications, terms, definitions and principldsctassification and labelling The
International Organisation for Standardisation (IS@efines standards a$
documented agreements containing technical spatidits or other precise criteria
to be used consistently as rules, guidelines omilieins to ensure that materials,
products, processes and services are fit for thmirposé. According to the
“Glossary of terms” developed by the FAO/WHO in &97ood standards can be
defined as & body of rules or legislation defining certain teria, such as
composition, appearance, freshness, source, samtamaximum bacterial count,
purity, and maximum concentration of additives Whicod must fulfil to be suitable
for distribution or salé (as cited by Lasztity (2004)). David (1987) ditries three
roles to a standard: (i) a reference role to deerefansaction costs, (i) a
compatibility rule to increase compatibility of ghacts and methods in supply chains
and (iii) a social role by enhancing the welfarecohsumers. Reardon et al (2001)
describe standards as “credence goods” wherebyugwrs camprima facieaccept
the information provided by a standard or a lalseh®& basis for making consumption
decisions without needing to actually acquire timformation through the supply
chain. However, Busch (2000) points out that algtoatandards are instrumental in
creating objectivity in the market, they can nelverfully specified and are constantly
renegotiated.

The movement towards the development of differenidfstandards that has been
observed in the last decades internationally gtmwgawith the fact that other factors,
in addition to price, are gaining importance imsmitting knowledge about product
quality to consumers as stated initially as wellrathe competition among actors in
the supply chains. Food safety concerns have begor mirivers of the development



of standards and of new quality management syseamsidely acknowledged (see
among others Hobbs (2003)). Standards are cribicgihnsactions between businesses
as they provide a means by which to codify comgets of information. This can
lead to a reduction in transaction costs (Nadvi\afdatring, 2004; Gibbon and Ponte,
2005; Hobbs, 2003). However, it is important toentthat a fundamental shift is
occurring in the role of standards from merely @dg transaction costs in
commodity markets, to serving as strategic tools rfarket penetration, system
coordination, quality and safety assurance, bramdptementing, and product niche
definition (Giovannucci and Reardon, 2000). Thisinsline with the move from
producer driven to buyer driven supply chains (8eréd994). It is clear that
standards do not only serve as tools of standaimiisaAs pointed out by an FAO
study (2007), agro-food standards in most casesoti@im solely at standardisation
as such, but are implemented to achieve objectiuek as improved food safety and
quality or environmental and social sustainability.

Different classification systems exist for standar8@tandards can be developed based
on outcomes or processes related to: (1) quality é@pearance and taste), (2) safety
(e.g. pesticide or microbial presence), (3) auitlegpt(link with geographical origin

or traditional production method) and (4) naturetlé production process (e.qg.
environmental impact) (Reardon and Farina, 2008)lefan et al(1999) distinguish
three main groups of quality assurance systemspri¥ate voluntary international
quality assurance standards such as ISO 9000ndtipnal farm level assurance
systems that may be used in conjunction with lalaeld (iii) quality assurance
systems that deal with retailers’ specific safetgl guality requirements.

Standards can further be classified as either paence or process standards and are
categorized together with grades in this regardcofding to Reardon and Farina
(2002) ‘Performance G&S (Grades and standafdsye the characteristics the
product is expected to have when it reaches aicgrtant in the supply chain e.g.
pesticide residues. Performance standards aimal@eea high quality of the final
product and do not focus on the production metli®locess G&S deal with the
nature of the methods applied in the supply chiaom production to processing and
distribution. This may include requirements suchhas$ food be organically grown or
that a product be handled according to methods twhiit the bacteria count.
Process standards assume that sound productioroasetbill result in high product
quality. A further distinction can be drawn betweerchain standards which are not
communicated to the final consumer (e.g. GlobalGaR) those standards which are
specifically aimed at signalling information to cumers (typically food labelling
schemes such as organics that inform as to theoshetproduction).

As shown by Ventura and van der Meulen (1994% the social interaction between
the different actors which is paramount in the tamtsion and communication of
specific notions of quality. This has led Young avdrris (1997) to argue that the
question of who is setting standards (i.e. constigcparticular versions of what
guality means) is an important element in the uissugh notions for competitive
ends. Fearne and Kuznezof (1994) and Morris andnyqd997) show that many
guality schemes are initiated by retailers, esplgdarge supermarkets and relatively
few are developed by producers.
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5. The evolution of and relationship between publicand private
standards

In both developed and developing countries, fodeétgaand quality standards are
proliferating as already mentioned, and are becgmiore onerous as will be further
elaborated on below. This process is taking placeugh changes in direct public
food safety and quality regulations and indirettigough product liability provisiofis
as well as developments in the private sphered$ &l third party certification)
(Henson and Caswell, 1999).

Food safety concerns and food scares in particatamtributed to increased
consumers’ concerns about the trustworthiness ofl foegulators and the food
industry as a whole. In response to this there been political pressure in some
countries to strengthen public control over foodduction and marketing, which has
led to revisions and reformulation of food laws ardulations and increased border
controls in major export markets such as JapanEthend the USA among others.
This has also triggered significant moves in thegte sector. Indeed, following the
food scares and scandals, the private sector hpegierced losses because of stocks
that have had to be discarded, interrupted suppls of business and recalled
shipments and above all damage to company imagebeamti names. In order to
avoid further food safety scares and to win backisomer confidence, food
companies nowadays consider food safety not ongnaisnportant commercial risk,
but also, in some cases, as an opportunity witlthvto distinguish themselves from
competitors (Verhallen et al, 2004). Furthermohne, rtielationship between public and
private standards is shifting within the broadenteat of international markets and
international trade agreements. Nadvi (2008) olesetivat the rise of global standards
is characterised by two important features. Firditere is a relative decline in the
role and involvement of national actors, especiallplic actors. This includes the
weakening of national regulatory bodies, as well ts deterioration in many
countries of public monitoring bodies. Farina et(2D05) has documented this in the
case of Brazil and Argentina. Secondly, both puldicd private regional and
international actors are becoming more significaod¢ players in formulating and
monitoring standards.

While emerging international agreements and irnstig primarily address food
safety and the prevention of trade distortions,scomer trends towards quality are
increasingly leading towards the development ofiddiads that inform about special
product attributes related to environmental, ofigateability and ethical/social
concerns. These alternative product standards ragominantly taking the form of
private standards and codes of conduct, which ersubject to state intervention and
fall outside the jurisdiction of the WTO. Nadvi (28) also observes the increasing
importance of private actors in the global goveogaaround standard setting (see
also Henson and Reardon (2005)). Examples inclbdeEto-friendly standard, the
IFOAM organic guidelines, the Fair Trade Initiatiaad the Ethical Trading Initiative.

Thankappan and Marsden (2006) highlights the faat private standards, which are
well established in many developed countries, apidty becoming a global
phenomena and have been permeating food marktts dteveloping world (Reardon

® For a more detailed elaboration on the impactiaffility provisions on the evolution of private
standards, the reader is referred to the legalidsson below.
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et al, 2001; Reardon and Berdegué, 2002). As dtresivate standards are becoming
the predominant drivers of agrifood systems (Herewh Hooker, 2001). Indeed, the
literature highlights the influential role of rd&s in defining and regulating food
quality (Marsden and Arce, 1995; Harrison et a®97; Marsden, 1998). This is in
line with other studies (Marsden et al, 2000; Tleggan et al., 2004), which have
observed a shift from mandatory standards as tedopminant form of governance
over food safety and quality, which is invariabbcéted within the public sector, to
more voluntary forms of governance, allowing formare actively driven private

sector.

An OECD study (2006) highlights three important elepments in standards in the
food sector over the past decade. These developmentribute to an understanding
of the increased importance of the private sect@tandard development and include
1) a move to voluntary management systems in thd fodustry for the monitoring
of product and process attributes; 2) the emergehoealitions of firms for setting
private collective voluntary standards and 3) amra@ased use of private standards in
the context of global business to business pratiG@ese private standards have
evolved in response to regulatory developments @msumer concerns and as a
means of competitive positioning in markets forhiiglue agricultural and food
products (World Bank, 2005). According to Reardonl &arina (2002), the recent
development and growth of private standards hawn loue to the fact that the
demand for standards has out-grown the supply bfipwstandards. Furthermore,
standards are not merely public goods to resolvikehdailures, they are strategic
tools for market differentiation and are used totget market share and build a niche
(Reardon et al., 2001) as already pointed out; thirdly, private standards have
become increasingly important as tools of chain rdioation and as meta-
management systems (Caswell et al., 1998) to imgémrocess standards such as
HACCP and product quality standards such as IS@datds at each level of the
chain. This is done to cut costs and thereforecem® competitiveness in a liberalized
market as well as to ensure quality and safety.

A further factor which has played a role internasithy in the increased use of private
standards is the tightening of the regulatory emnment, in particular the increased
levels of liability for food companies to ensuredosafety. Fulponi (2006) observes
that public authorities are increasingly engagimgustry in the development of food
safety and quality objectives and their implemeatet. In the UK for example, the
1990 Food Safety Act requires buyers to take &asonable precautions” to ensure
that the food they receive from upstream suppl®rsafe. In terms of this Act, any
supplier of a branded product would be liable for safety of that product. All fresh
produce sold in unpackaged form is considered téhbeown brand of the retailer
(Jaffee and Masakure, 2005). The Act replaced wizet known as the “warranty”
defence under earlier legislation which only regdithat buyers in the supply chain
prove that the food was not compromised while urterr control. The new act
introduced the concept of “due diligence”. As timerpretation of this concept is
vague, retailers have been compelled to develoge moerous quality management
systems, including increased food safety and quati@ndards, with traceability in
particular becoming more important. At EU levele tEuropean Product liability
directive which has been operational since 1985du&sto different food crisis been
extended to include primary production. It stipetathat consumers can sue food
producers for damages caused by defective produttteut proving negligence. Both
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the due diligence defence in the UK and the Eunopegislation created an incentive
for the development of private standards withinghpply chaify

Various studies (in particular Henson, 2006) alltmléhe fact that the proliferation of
private standards is leading to the developmemigéd forms of governance, where
public and private regulatory systems co-exist, lugricing one another’s
development. According to Thankappan and Marsd@@gg, the evolution of private
standards reflects the increased role of “soft fain”the governance of economic
systems (Morth, 2004) and the innovation of regulatsystems, including a shift
towards the use of co-regulation (Martinez et a005). The concept of “liberal
governmentality”, as used by Gibbon (2006) to explthe evolving forms of
governance in developed countries, provides a lsmdatext for the evolving
relationship between public and private standarBalponi (2006) refers to
suggestions that the reigning liberal economic gemsve held in most OECD
countries explains the inclination of governments allow private standards an
increasing role in governing the food system, padlie to fiscal constraints on
regulatory activities. Fulponi (2006) also consglérat the governance of the agro-
food system may be”naturally expanding” to inclualdoroader group of actors as
increasing attention is given to various stakehslidaews.

Vuylsteke et al (unknown) refers to literature whiargues that the incentive for
standards to be private decreases as the publdt maiore of the standard increases.
As a result, quality standards are more often peivgoods, while food safety
standards are more likely to take the form of pubtandards. This is confirmed by
Reardon and Farina (2002) who concludes that tbentive for private standards
development would be (1) strongest for quality deads (2) less strong for food
safety standards, and (3) weakest for standardsgesith animal and plant health.
Codron et al. (2005) point out the mutual dependenetween public and private
standards regulation. Furthermore, it has beenedrghat there are significant
grounds for regulatory and standard-setting aawiof governments and the private
sector to be mutually supportive and that the ilahip between the two could be
characterized as a “tacit alliance” (UNCTD, 200£ach deals with separate aspects
of risk management. Government regulations focus autcomes (i.e. the
characteristics of the finished product are spedifivith producers and importers
being responsible for meeting these requirementsvitihstanding the way they
operate) while private-sector standards, by coptfasus on processes (i.e. with
requirements set along the supply chain, with dpations on production
methodologies and testing procedures) (Chia-Huj R666).

Henson and Northern (1998) point out that, althowgtuntary, many private
standards are becoming de facto mandatory in oenta@rkets. As Vuylsteke et al
(unknown) explains, the term voluntary becomestikadaas participation is not
enforced by law but has become a prerequisite fanket access. This is to a large
extent the result of the increasing power of largailers as reflected by the formation
of the EurepGAP standard by a group of European retailers (EufBpd. food retail
sector is dominated by a relatively small numbdagde retailers. Producers therefore

" See legal discussion below on the implicationthefnew Consumer Protection Act in South Africa.
® The concept of “soft law” refers to quasi-legadtimments which do not have any binding force, or
whose binding force is weaker than that of othgul&tions.

° Now known as GlobalGAP.
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do not have many alternative outlets for their piced This gives the retailers the
market power to impose their standards on the gupphin. Vuylsteke et al
(unknown) refers to a UK study by Northern (200hd aemarks how the due
diligence defence (as discussed above) togethdr thié increased power of the
retailers allow retailers to impose their requiretsehroughout the supply chain.

The private standards required by retailers foaesigminantly on the management
process used to achieve a given outcome in adduidme traditional product control.

These procedures, together with its reporting meguents, often make private
standards more onerous than government requirer(@BGD, 2006).
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B. A legal perspective on the international and domstic standards
landscape

The expansion of international retailers and ther@ng of food globally mean that
the rules governing the food system are becomingenmdernational. The trend in
food regulation is characterized by increased gitsrat international harmonization.
Henson (2006) points out that the pace at whiclvagei standards are being
harmonised far exceeds similar attempts in pulibondards making. As a result of
this tendency towards harmonisation and equivaleitcis important, even in the
context of the current study's emphasis on domesiicket access, to take into
account international developments in food regoieti

Four tiers of standards setting organisationsgbaern food safety and quality can be
identified (Will and Guenther, 2007):

- multilateral standards ruling (WTO) and standarelgirsg organisations (eg.
Codex Alimentarius, ISO and IFOAM)

- supra national standards setting organisations. (Elg regulations and
directives)

- national standards setting organisations (natigaaérments)
- private industry and trade (eg. retailer standards

The WTO does not itself design standards but tardsards ruling organisation in that
it develops rules to be applied by WTO member coemtwhen setting national
standards. It ensures in particular that its keypggules of most favoured nation
treatment, national treatment and reciprocity abexided in national standards. The
Uruguay Round of the General Agreements on Taaifid Trade led to the signing of
the WTO Agreement on the Application of Sanitarg &hytosanitary Measures (SPS
Agreement) as well as the Agreement on the Techmeariers to Trade (TBT
Agreement). The WTO SPS and TBT agreements readgihie importance of
harmonising standards internationally in order tevpnt food standards from
becoming barriers to trade and define minimum fstashdards.

The SPS Agreement applies to the food and agriallsector and sets out to ensure
that measures implemented by Member countries tte@r human and animal
(sanitary) and plant health (phytosanitary mea3uegs based on scientific risk
assessment. The Agreement determines that Membhalls bmse their sanitary or
phytosanitary measures on international standaydislelines or recommendations,
where they exist. It continues to state that sanita phytosanitary measures that
conform to international standards, guidelinesemommendations shall be deemed
necessary to protect human, animal or plant lifehealth, and presumed to be
consistent with the relevant provisions of the Agnent. Importantly, it makes
provision for Members to implement sanitary or misgnitary measures which result
in a higher level of sanitary or phytosanitary padion than would be achieved by
measures based on the relevant international s@sdaguidelines or
recommendations, if scientific justification exisEom a legal perspective, the SPS
agreement is currently interpreted to only applyptblic standards. Private standards
do not meet with WTO requirements of transparenay scientific justification of
food safety measures and may be more trade restrtban necessary for health.
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The TBT agreement is similar to the SPS Agreentethat it also encourages the use
of international standards. It differs, however,ii® coverage as it applies to all
products and deals with all technical requiremeat&l conformity assessment
procedures including food standards. The two agee¢snalso differ on the grounds
for applying a measure. Where the SPS agreememisalfor a measure to be
introduced when scientifically justifiable, the TBigreement requires a measure to be
based on a legitimate objective. In signing the WTBT agreement, Member
countries agree that their standard setting bodiksomply with the WTO Code of
Good Practice for the Preparation, Adoption andli&ppon of Standards.

As mentioned, the WTO does not itself set standdrdsit does recognise standards
developed by certain organisations as a bench rfarkstandards in Member
countries. Both the SPS and TBT agreements redlo@ieMember countries apply
recognised international standards, guidelines @commendations when
implementing food safety regulations and/or stadslarhe standards contained in the
Codex Alimentarius Commission, World organisation Animal Health (OIE) and
the International Plant Protection convention (IR recognised as benchmarking
standards. These guidelines harmonise and estadtisimtific standards for food
guality and safety which can then be applied byegoments in designing regulations
that will facilitate international trade. Memberurdries are not obliged to implement
these standards but any deviation from these bemdsnmeeds to be well motivated.
The WTO endorsement of these standards has in efi@de these standards de facto
mandatory for Member countries.

Other multilateral standard setting organisationsclude the International
Organisation for Standardisation (ISO). The stasslaet by ISO are voluntary but
many of the standards, in particular those dealvith health, safety and/or
environmental standards, have been implementedra®ipnational regulations. They
have in many instances also become a prerequisitedrket access, especially in the
case of the ISO 9000 quality management systems.Origanisation for Economic
Cooperation and Development (OECD) has also dewdlogrious schemes that
facilitate the implementation of quality standar@.interest in the current context is
the scheme for the Application of International riskards for Fruit and Vegetables
which promotes uniform quality management procesllaed disseminates quality
assurance guidelines.

The International Federation of Organic Agricultievements (IFOAM) has been
developing an organic guarantee system of whiclkélyecomponents are the IFOAM
Basic Standards and Criteria for Accreditation.idt designed to facilitate the
development of organic standards and third-pantyfioation globally and to provide
an international guarantee of these standards ertdication. The IFOAM Basic
Standards provide a framework for certification ilesd and standard-setting
organizations worldwide to develop their own staddaand cannot be used for
certification by itself. IFOAM stresses that cad#tion standards should account for
local conditions and provide more specific requieats than the IFOAM Basic
Standards. The IFOAM standards have been grantgédadency in the EU but do not
have any legal status per se.

The most prominent example of food regulation girgwnational level is the food
quality system created in the EU under the Gertezall Law (Regulation 178/2002).
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This regulation is implemented by the EU Food Sefatthority (EFSA). The EU has
seen a strong trend towards creating a coherentrangparent body of regulations,
strengthening controls from farm to fork and impngvhuman health and consumer
protection (Garcia, 2007). Importantly, all impatt®od products must comply with
the provisions of the General Food Law or with psmns that have been found to be
equivalent thereto. The Common Market Organisation fruit and vegetables
(Regulation 2200/96) has, furthermore, establisimedketing standards for 33 fruit
and vegetable products. Apart from mandatory stalsddealing with food safety, the
EU also provides voluntary food quality standardsiclv producers may opt to
implement. The most important of these are thosdirdg with the protection of
geographical indications (Regulations 510/2006 a08/2006) and organic farming
(Regulation 834/2007). The latter Regulation esthbk a new regulatory framework
for organic produce. It provides the objectives andciples which apply to organic
production as well as the rules applicable to petida, labelling, inspection and
trade with third countries. The new legislatioroals for organic produce from third
countries to enter the EU on condition that it iedquced and controlled under the
same or equivalent conditions. Under previous lage, only organic produce from
third countries recognised by the EU or whose pectido was controlled by an EU
Member State and which had been granted an imigeride could be imported. The
EU food law system is one of the best illustratiaishow the national regulatory
functions on specific standards are making wayrégiional initiatives, with the EU
formulating various standards dealing with healdafety and environmental
considerations, and which apply to all Member stafadvi, 2008) and take
precedence over the national legislation of Mento@ntries.

At national level across the world, various aspeft§ood safety and quality are
addressed in national legislation. These sets wé ltborm the national regulatory
framework for food. It includes laws and regulasamhich deal with specific kinds of
foods (e.g. foods of plant or animal origin), psigns dealing with the control of
additives, residues and contaminants in food amesron how food is produced,
processed and sold. The wider regulatory framewfmnk food even includes
legislation which does not deal with food dirediiyt which may hold implications for
safety, quality and trade such as water, envirotah@md legislation dealing with the
use of land. It is interesting to note that the tBo@frican food safety and quality
system fall under different government departmentduding the Department of
Agriculture Forestry and Fisheries (DAFF), the Démpent of Health and the
Department of Veterinary Health. With respect tee tdomestic market, the
Directorate Food Safety and Quality Assurance, ialls under the DAFF, is
responsible for all food quality issues, includiggades and classes, marking,
packaging and labelling as well as the chemical pasition and microbiological
contaminants of the products, but only to the extbat it does not relate to food
safety (i.e. can make the consumer sick).The Deyant of Health is responsible for
food safety regulations for the local market. Whdspect to food safety issues for
export markets, the Directorate Food Safety andlifQuassurance also deals with
food safety standards for exports of plant produEtsod safety for the export of
animal products falls under the Department of Vietey Sciences and processed
foods under the South African Bureau of Standaktsempts are underway to
streamline this complex institutional and regulpteystem.
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The food quality and safety standards implementedhb Directorate Food Safety
and Quality Assurance are promulgated under thecAlgural Products Standards
Act No0.119 of 1990. This Act provides for the camtover the sale and export of
certain agricultural products and other relateddpots and any matters related
thereto. The aim of the regulations issued undier Alst is to provide the consumer
with products of consistent quality through corecapplied quality standards.
Quality standards have been developed for spegibducts as indicated in table 2
below. Although adapted to domestic needs, an attésnmade to harmonise these
norms with international standards. The Agricultiteoducts Standards Act provides
that the Minister may prohibit the sale of an agjtieral product locally if that product
is not sold according to the prescribed standagdarding class or grade or does not
meet the requirements regarding packing, markimglaboelling.

Table 2: Food quality regulations issued by the Deptment of Agriculture

Product Regulation (as amended)
Canola R622 of 5 July 200

Dry Beans R897 of 5 July 2002
Sorghum R532 of 16 May 2008
Wheat R905 of 10 July 1998
Wheat Products R186 of 22 February 2008
Maize R473 of 8 May 2009
Maize Products R31 of 25 January 2008
Sunflower R493 of 8 May 2009
Soya Beans R225 of 6 March 2009
Ground nuts R966 of 7 October 2005

Source: Adapted from www.daff.gov.za

Export standards and requirements regarding ceptaiducts have been promulgated
in Regulation 1983 of 23 August 1991, as amendedeuthe Agricultural Products
Standards Act. The Regulation provides a list @nplproducts for which export
standards have been promulgated. As explained altogse export standards deal
with food safety issues and have been developeésponse to pressure from export
markets (mainly the EU) for implementation of a gowmental food safety system.

With respect to domestic food safety regulatiomse Department of Health has
promulgated various regulations under the Health @& of 1977; the International
Health Regulations Act 28 of 1974 and the Foodstuffosmetics and Disinfectants
Act 54 of 1972. The Health Act provides for regidas dealing with the hygienic
handling of food and the inspection of food premis&he International Health
Regulations Act deals with food safety issues miggr the source of food for
consumption at ports, airports, on vessels andirenaft. The Foodstuffs, Cosmetics
and Disinfectants Act governs the manufacture, sae importation of all food
products in order to enhance food safety controlfoddstuff is defined as:ahy
article or substance ordinarily eaten or drunk bgmor purporting to be suitable or
manufactured or sold for human consumption anduithes any part or ingredient of
such article...]”. The Act provides for the Department of Healthissue regulations
under section 15(1) of the Act. These regulatietsr@nimum standards that all food
products should comply with and may deal with isssiech as composition, quality,
description, labelling and packaging of foodstuffs.
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Regulation 908 of 27 June 2003 issued under Sectl) of the Foodstuffs,
Cosmetics and Disinfectants Act provides for thelementation of Hazard Analysis
Critical Control Systems in the food sector in $oAfrica. It provides that no owner
of a food handling enterprise may handle food witha fully implemented HACCP
system approved by the health authorities andid gattificate to this effect. A “food
handling enterprise” is defined as'lausiness which during its operations produces,
processes, manufactures, stores, transports, dige#s or sells foodstuffs or is
engaged in any activity which may impact on thestyabf such foodstuffsit is
important to note that primary producers are exatuttom the requirements under
this Regulation. The regulation specifically stetest when implementing an HACCP
system, the owner of the food handling enterprisestnensure that the system is in
accordance with the principles provided under thedeX Alimentarius Hazard
Analysis and Critical Control Point (HACCP) Systeamd Guidelines for its
Applicatiori. Certification of the HACCP system must be cortédcby a SANAS
accredited certifying body. The Regulation furtlpeovides that owners of a food
handling enterprise are responsible for ensuriag) @i the food handlers involved in
its operation are sufficiently trained on an ongobbasis regarding the application of
the HACCP system.

The South African Bureau of Standards (SABS) 042@®1 provides a code of
practice which deals with the hygienic handlingf@éd for human consumption. It
covers the preparation, processing, packagingagéoitransport, distribution and sale
of food for human consumption. This standard setstlee basic requirements for a
food hygiene management system with an emphasimaragement responsibility.
Although voluntary, compliance with SABS 049 assigh complying with the
legislative provisions dealing with HACCP.

Similar to the development of the due diligencesde€ under the UK Food Law, the
new Consumer Protection Act 68 of 2008 createsauseobligations and prohibitions
for suppliers. The Act applies to all transactianthin South Africa as well as to the
marketing and supply of goods and services. It esldlrs issues such as the quality,
advertising, labelling and marketing. The most oorgrsial provision of the Act is
the creation of product liability for producerssulibutors and suppliers for damage
caused by the supply of defective goods. This mézatsconsumers are able to claim
damages from producers, distributors or suppliersahy damage suffered without
having to prove negligence. The introduction ofsth@rovisions is likely to result in
more preventative steps to minimize the chancdsewofg held liable. This in turn is
likely to lead to a further proliferation of priveastandards in order to minimize risk
for supply chain actors. Interviews with key staidelers in the South African
Agrifood System such as Freshmark confirmed th&radn the supply chain are
anticipating these changes and that this Act islyiko have important implications
with regard to the procurement system of majorractach as the formal retail chains.

In line with efforts in various other countries, UBo Africa started the process of
developing standards which aim to govern organadpction nearly a decade ago.
The process has resulted in draft regulations whrehto be promulgated under the
Agricultural Products Standards Act. These draffutations are to a large extent
based on the EU regulations governing organic medas well as the IFOAM and
Codex Alimentarius guidelines. The process hasqude be very cumbersome and
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difficult to reach agreement on the exact defimtiand implementation of the
regulations. It is currently at WTO notificationage in terms of the SPS and TBT
agreement provisions (Erasmus, 2009). Should nectibn be raised, it is expected
that the regulations will come into effect on puahtion in the Government Gazette.
The regulations will provide a minimum standard thog sale of organically produced
products in South Africa. Importantly, the proposedulations make provision for
participatory guarantee schemes which are defisetsgstems based on the concept
of organic production that cater for small scaleoguction and associated sale at
markets, and foster producer-consumer contact andt,t but are not certified
These schemes are quality assurance initiativeshaduie driven by the producers
themselves and which do not make use of third paetgification. They are strongly
community based and the credibility of the systeapethds on the participation of all
actors involved.

Despite most nations having a regulatory frameworldealing with food safety and
quality issues, confidence in the public sectobsity to govern food quality remains
limited (Jaffee & Masakure, 2005). Roberts (20Q#)Hermore, points out that public
standards are characterised by numerous limitatkingtly, fiscal shortcomings often
result in poorly developed standards and/or enfoerd#. Secondly, public standards
are often non-responsive to changes in the markeh s@s the rise of ethical
consumerism and an increasing demand for informatibich relates to the process
and not necessarily the product (which is usualatpublic regulations deal with).
As a result of this and other abovementioned regsamincreasing number of private
standards schemes have been developed globallyalandin South Africa. These
schemes have been largely driven by retailers ake the form of collective
international schemes, collective national schearaadividual firm schemes. These
private standard schemes are often characterisednbgnagement systems approach
to monitor performance of production processes arel frequently referred to as
meta-systems (Caswell et al, 1998). Nadvi (2008 tpaut that different trends are
emerging in the development of private standardt$y & move towards convergence
which has led to the creation of common standandihe one side, and a proliferation
of individual retailer standards on the other.

Within the EU, retailer groups have led to the togmof the International Food
Standard (IFS), the British Retailers Consortiuan8tards (BRS) and the EurepGap
standard. Both the IFS and the BRC standards haweb®een adopted by retailers
outside the EU and UK and are part of several stalsdrecognized by the larger
Global Food Safety Initiative (GFSI). The GFSI rsecof various international private
standards organisations which has been developimdglges for the benchmarking
of private food safety standards to promote harmaiion or mutual recognition of
differing standards. The GFSI is the first approtmiards harmonisation in the field
of private standards, ensuring food safety froomféw fork while reducing the efforts
and cost of multiple certifications. The GFSI ist novolved in certification or
accreditation activities, but has produced a GudaDocument as a benchmarking
tool for food safety management schemes. Althoughuntary, GlobalGAP
certification has become de facto mandatory fompBegs to be able to export fresh
food products to retailers in the UK and the EUpwilave all adopted the GlobalGAP
standard. Its name change reflects how Europeanilemst move towards

% Known as EurepGap before September 2009.
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harmonisation has gained ground globally. The ABA& standard is an on-farm
standard which specifies the requirements for Gagucultural Practices (GAPS) in
primary production with regards to food safety, umational health and safety,
traceability and environmental aspects for farnisextends the principles of risk
identification and management to farm productiards led to the introduction of
audits and third party certification in the prepenma growing, harvesting and
packaging of fresh food products.

Various countries have been developing and impléimgmational GAP schemes in
support of food safety considerations and increasmess to export markets. Most
GAP schemes in developed countries are owned byriliate-sector. However, in
developing countries GAP schemes are often ownedydwernment (UNCTAD,
2007). These national schemes are adapted to ¢oralitions and differ in their
approaches. However, in order for a national schientbe recognised by GlobalGAP,
it needs to comply with all the GlobalGAP criterias mentioned by Garbutt and
Coetzer (2005) thisstrict interpretation of equivalentds important in order for
consumers to have confidence in the global standssdoointed out by UNCTAD
(2007), the equivalence required by GlobalGAP iseranerous than the equivalence
required under the WTO SPS and TBT agreementsWH@ agreements apply the
test of equivalence of outcomes whereas GlobalGAststfor equivalence of
processes. What makes it even more onerous isathettfat the national standard
needs to reapply for assessment of equivalencadi eevision of the GlobalGAP
standard. The GlobalGAP standard has become imeghasmportant for access to
European markets. In South Africa, Good Agriculkieactices have been introduced
as a requirement for the export of plant produestserms of the Regulations issued
under the Agricultural Products Standards Act. €hesactices define the minimum
requirements for food safety and traceability.

With respect to alternative quality trends, variqussate standards schemes have
been emerging. These schemes deal with a varietysoés such as environmental
concerns, social considerations and production odsth A global network of
Fairtrade organisations have joined to create taetrde Labelling Organisation
International (FLO). This international organisatis the leading Fairtrade standard
setting and certification body. Its objective iseithance sustainable development and
empower third world producers. So far, the Fairdéranovement is mainly dealing
with exports from developing to developed countrideswever, in countries such as
Mexico, some supply chains (e.g.coffee) have d@ezld-air Trade schemes for the
domestic market. Fairtrade initiatives have untivnenjoyed limited application in
the South African context, with major role play&eing of the opinion that there is
limited scope for such initiatives given the SoAfnican socio-economic context. As
a result, this report does not further elaborate~aimtrade as an alternative quality
initiative.

Various private guarantee systems have been engengih respect to the production
of organic food since the 1980’s. Today, there lanedreds of private organic
standards worldwide. The consumers demand for abpirganic certification and
the absence of national legislation have led tadineslopment of private certification
schemes, which impose organic standards on praslases market entry requirement
by local retailers and/or international importeAdl certified organic farmers are
subjected to a comprehensive annual inspectiont@arfcequent retailer audits. As
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there are no legislative requirements, any ceatifocy may be accepted and the choice
depends on the policy of the retailer (Barrow, 2008part from international
certification bodies such as Ecocert Internatiaral the UK Soil Association which
have been active in South Africa for nearly two atis, local certification bodies
have also emerged. One of the more prominent lbodies has joined Ecocert
International and is now known as Ecocert-Afrigemk 'n Pay and Woolworths only
procure organic produce from farms that have beertified by accredited
certification bodies (except for BDCOA). Woolworthas furthermore been using its
own distinctive organic logo since 1999, which aggeon the product label alongside
the certification mark of the certifying authorgieApart from the major retailers, the
Michael Mount Organic Market in Bryanston, Joharhmgg operates a participatory
guarantee system based on its own organic standard.

The trajectory of organic standards is interesiimghat the governing process is
mostly driven by private initiatives, with governms lagging in the provision of
minimum standards. This has been the case botheitU and US and now also in
South Africa where public regulations have beenettmed in the wake of earlier
private initiatives.

Public regulations governing free range productionSouth Africa is still in the
process of being draftéd As in the case of organics, South African retaileave, in
the absence of national legislation, developedviddal schemes dealing with the
certification of free range production. Woolwortasd Checkers in particular have
developed specific certification schemes for freege lamb that consist in a
guarantee that the lamb labelled as free rangenified natural is naturally reared,
raised according to environmentally sustainabletpres and, in the case of Checkers,
originates from the Karoo or Kalahari.

11 Attempts are underway to finalise draft regulasiamder the Agricultural Products Standards Act
which deal with the control over the sale of fraege eggs and poultry meat and barn eggs in South
Africa.
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C. A consumer perspective on food quality trends ternationally

The following section explores consumer preferenmegards specific fresh food
groups. Given the wide range of literature on tiogic, the literature review was
based on a search focused on the main agriculegahomics and food choice
journals including Food Policy, Agricultural Econm®, American Journal of
Agricultural Economics, Food Quality and Preferertbhat covered the following
specific topics Consumer acceptance / preferenpesceptions / quality / attributes
and 1) Fresh products / fruit / vegetables; 2) E§y®airy / milk / yoghurt; 4) Meat /
beef; 5) Traceability; 6) Poultry / chicken; 7) @ryc; 8) Production origin. The
structure of this section reflects the nature ef ¢skarch. It also includes a section on
organic as well as on geographical labelling. Galngearches on platforms such as
Cambridge Journals, EbscoHost, Emerald, Scienczdirel AgeconSearch were also
conducted. Identified trends in consumer demandailireg and food safety
management are most visible in the high-incomestréal countries, but are steadily
spreading to the developing countries especiallyritan areas where incomes are
relatively high.

1. Consumers’ perception towards fresh produce

Most scientific literature dealing with consumepseferences for fruit and vegetables
covers a diverse range of commodities, often withsequent commodity-specific
quality attributes, such as the following studibtost reviewed studies investigate
conventional quality attributes and intend to deiee which type of information
consumers are more sensitive to. Results put teessbn the importance of sensory
evaluation for consumers.

On a general level, Lin et al (2004) analysed Nielslomescan panel data from 2005
to report on US fruit and vegetable consumptioreaéing that consumption varies
based on age, household income, ethnic and regiaors in particular. At-home
consumption dominates for most fruit and vegetableth the exceptions of French
fries and tomato sauce).

According to Gamblea et al. (2006), the prefererafeAustralian and New Zealand
consumers regarding pears vary in terms of colgueen, yellow, and red), shape
(round, elongate-concave, and intermediate-strgigirid with different levels of
blush (none, slight, full coverage) based on a aanjstudy. A literature review by
Harker et al (2003) on consumers’ attitudes andepeaces for apples pointed out
that quality overshadows price given that pricay wathin the expected commercial
range and that price premiums vary widely amongsoorers. It also puts forward
that health and convenience are critical motivescfinsumers’ fruit consumption.
Other quality evaluation factors include crispnessgetness, juiciness and acidity
(linked to specific cultivars). Péneau et al (20D&)kestigated consumer perception of
freshness of apples by eliciting Swiss consumeestgived importance of attributes
for apple choice and freshness of apples. Reseltsated that the most important
freshness related attributes were taste, crispnassna and juiciness, while
appearance, storage time, nutritional value ancrocgwere of lesser importance,
thus indicating a consumer orientation towards ggpee attributes over both search
and credence attributes. Péneau et al (2007) alsodfthat Swiss consumers’
evaluation of freshness for fruit and vegetablepanmarily based on the observation
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of sensory properties. Through an experimental etark New Zealand, Lund et al
(2006) showed that consumer’ perceptions regariiagnonetary value of apples are
influenced by both sensory and emotional aspectsoosumers’ assessments of
freshness.

Poole et al. (2007) investigated UK consumers’ iu@lerceptions for five different
varieties of soft citrus under evolving informatioanditions (i.e. visual inspection of
the fruit before peeling; visual inspection aftezefing; and after consumption).
Results indicate the importance of product-spedifiormation for consumers, in
order to improve the alignment between purchasdseating preferences, especially
in cases where product characteristics are poartjerstood. Scriver and Seaman
(1990) found that Australian banana consumers s&igt based on skin colour and
softness elicited through sensory evaluation amdgpeed importance evaluation.

2. Consumers’ perceptions towards eggs

Scientific literature on the consumption preferen@nd economics of eggs are

dominated by alternative quality issues such astional eggs (e.g. omega-3, vitamin

enhanced), animal welfare (e.g. free range) andmcgeggs and origin of production.

Fearne and Lavelle (1996) investigated UK consunmeceptions of egg quality.

They mention that consumers’ growing awarenessaif dealth and animal welfare

have had negative impacts on the UK egg industssgipty linked to cholesterol in

eggs and the impact of a salmonella scare on tyeapation of eggs. The consumer
research revealed that price and animal welfaree werportant in consumers’
purchase decisions, leading to the identificatibfoor market segments:

0 ‘Price-conscious battery-egg’ consumers, represgritie mass market of mainly
lower socioeconomic groups;

0 ‘Apathetic battery-egg’ consumers, representing #exond largest segment
consisting of mainly the lower middle and middlasd. They are aware of bird
welfare and have a latent concern for the issuelbutot consider the wide range of
shelleggsavailable.

o ‘Hard-core free-range egg’ consumers from the higfexioeconomic categories
who feel strongly about animal welfare and purchase-range eggs regardless of
taste.

0'‘Soft free-range’ consumers from the higher so@or®mic classes who have
strong preferences for natural foods, even thougty talso care about animal
welfare.

The authors highlight the importance of effectivarketing communication for value-

added products. Ness and Gerhardy (1994) appliagiod analysis to investigate

UK consumers’ preferences for quality and freshragstbutes of eggs, focusing on

production method (battery, barn and free-rang®)rce (local, British and imported

from outside UK), freshness (date the eggs werk [zacking date and sell-by date)
and price (3 levels). The results indicated thahyneonsumers still prefer battery
eggs due to price sensitivity, despite the genewakumer trends towards increased
awareness levels regarding issues such as healtlerasironmental concerns. Only
some consumer segments revealed preferences ferlagglled with ‘date of lay’,
while none of the segments valued eggs labeleciag Iproduced locally (instead of

‘British’ eggs).
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In a more recent study, Asselin (2005) investig&atiadian consumers’ willingness
to pay for functional eggs by means of a choiceegrment — specifically omega-3
eggs and vitamin enhanced eggs -compared to gesgggthrough stated preference
methods. He found that on an aggregate level, wtieosing an omega-3 egg,
consumers’ utility gain decreased as price incieaseexpected. Willingness to pay
was positively associated with respondents’ headtisciousness and health behavior
scores. Interestingly, while very health conscioespondents revealed a significantly
positive WTP for omega-3 eggs ($0.56 to $0.72) tMTP was still significantly
lower than the existing premium in the market (80.9The author stressed the
importance of educating consumers’ regarding theetiis of functional eggs, as well
as consumer education towards risk reassuranceadiem consumers’ attitudes,
willingness to pay and revealed preferences focigpg/ egg production attributes
were investigated by Goddard et al (2007) throutglted preference and revealed
preference data analysis. Among specialty eggs ¢engga-3, organic, free range,
vitamin enhanced and vegetarian eggs), organic ieggsred the highest willingness
to pay, followed by free-range eggs. Interestinglifferent patterns were found
across regions. In some geographical regions, coasuwere not willing to pay more
for specialty eggs (compared to normal eggs), wihilether regions consumers were
willing to pay more for specialty eggs — especiatlsganic eggs. The authors
suggested that consumers may have an inadequatestardling of the attributes and
relative nutritional benefits of specialty eggs.ltBar (2004) found that naturalness
was an attribute particularly valued by Danish eggsumers.

The potential impact of the ‘dieting’ health trewds explored by Tepper et al. (1997)
who showed that dietary restraint among US adult m#uenced their consumption
of foods such as eggs, full cream dairy, beef cunedts, fast foods and fats / oils.

3. Consumers’ perceptions towards dairy

Consumer issues related to alternative qualitybaties of dairy foods (particularly

fresh milk) dominates scientific literature on gt@nsumption and economics of dairy.
These attributes include aspects such as rBSTriike organic milk and ‘no use of

antibiotics’. Studies reveal the significant premiupotential attached to these
attributes. Issues such as labelling effects armd stigmatization of conventional

alternatives are also addressed.

When comparing conventional milk, organic milk ameb primary components of
organic milk (rBST-free and no use of antibiotiasying an elasticity analysis,
Bernard & Bernard (2009) revealed strong substitutéd complement relationships
between organic, rBST-free and no antibiotics mvtikieties. Their results showed
that certain consumer segments are willing to pgwificant premiums for rBST-free
milk and milk from cows not treated with antibicid=rom a policy perspective the
authors recommends the implementation of a nalpnadgulated certification
program for rBST-free and no use of antibioticsniilk products that could be
beneficial to consumers as well as dairy operatigmdodinsky (2008) investigated
the impact of information (through labelling) asitatle signals, affecting consumers’
valuation of rBST free and organic milk productsccarding to the analysis, the
market commanded a premium for rBST-free milk dyi2904. The authors state that
rBST-free and organic labels can serve as cogniticemation signals and states that
“the marketplace has now moved toward fulfillinge thriteria for using labeling to
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communicate the process attributes rBST-free agdmc on a federal level”. When
considering the consumer benefits from rBST-fred arganic labelled milk, Dhar
and Foltz (2005) also found that US consumers aitengvto pay significant
premiums for rBST-free and organic milk. They shithat while consumers derive
much greater benefits from organic milk than rB&efmilk, they derive significant
benefits from the presence of both milk types i@ tharket. Furthermore, they state
that a stringent national standard is necessapyaiect the consumer benefits derived
from these milk products.

Interestingly, Kanter et al (2009) investigated gwential impact of organic and
rBST-free production labelling on the stigmatizati@f conventional milk by
highlighting perceived product problems. This couldve a potential negative
economic impact on producers if consumers decréesewillingness to pay for the
conventional product that dominates the market,levttihe new product has a
relatively small market share. The results confulrttee existence of that stigma effect
where consumers viewed conventional milk more negjgtafter the introduction of
rBST-free and organic milk.

Food safety is also an important consideration whbealing with the topic of
consumers and dairy foods and this has been deratatstin different contexts
including developing countries. Wang et al (2008)eistigated Chinese consumers’
awareness, willingness to pay, and price premiuonafilk products manufactured
according to the Hazard Analysis Critical Contrabir® (HACCP) food safety
management. They applied a survey of consumerdingiless to pay (WTP) for
HACCP-certified products and a survey of actuadpist prices to analyse the factors
associated with supermarket milk prices throughohed regression analysis. The
results revealed Ilimited awareness among consuntegarding HACCP.
Interestingly, many respondents were willing to maynodest price premium for
HACCP-certified products after presented with infation on HACCP. Price
analysis revealed that milk products with HACCPelalkcarried a 5% premium. The
study concluded that food safety is emerging asatimbute of food demand by
consumers in a developing country context suchhaseC

Some studies address the more general quality sSseelated to dairy foods, as
discussed below. The attitudes of consumers in Keatand towards milk in general
were investigated by Wham and Worsley (2003). Tfaynd that about 30% of
respondents consumed less than a glass (250 mijlof day, and non-consumption
was particularly evident among young women. Heawk mwonsumption (i.e. more
than two glasses per day) was prominent among ymerg According to the results,
consumers’ concerns about milk related to monefalnysical and emotional threats
such as risk of high blood cholesterol and highkrpilices. In general women were
more positive towards milk, even though they wewacerned about fat content. On
the other hand, male consumers revealed a lowereaess of the nutritional benefits
of milk with a subsequent lower perceived produaiue. In a European consumer
survey of 11 countries, Valli and Traill (2005) shexl that cultural differences
continue to determine consumers’ consumption datssifor yoghurt. They
emphasize the context of consumption as an impordaterminant of yoghurt
consumption decision stating that consumers’ compsiam decision regarding
yoghurt is “a multi-stage process in which yoghkmbwledge, attitudes to different
yoghurt attributes (such as bio-bifidus, low-fatganic) and overall attitude towards
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yoghurt as a product all feed into the frequencthwihich yoghurt is consumed at
breakfast, as a snack and as a dessert.”

4. Consumers’ perceptions towards red meat - beef

Most studies indicate that meat safety is a kegrdahant of meat purchase. It is also
evident from consumer studies on meat that otheoifa than price are important in
meat purchase and that consumers are sensitiviéfeoedt types of information as
detailed below, confirming the general argumenttloé first part of the report
regarding the quality turn.

Departing from the Total Food Quality Model, Grun@997) engaged in focus group
research and conjoint analysis to establish consiraealuation of beef quality in a
purchase situation. They found that the dominarddipet attributes affecting
European consumers’ (France, Germany, Spain andduighty evaluation of beef
were fat content and meat colour, while other lates such as taste, tenderness,
juiciness, freshness, nutrition and trust in platg@urchase also played a role. In a
review article on the changing demand for meat tedfactors that influence this
demand, Resurreccion (2003) indicated that importactors included consumers’
growing health concerns, demographics changes, ddmeand for convenience,
changes in the distribution of meat and price. &#fnand Rickertsen (2003)
investigated European consumers’ willingness tofpayrish beef, US hormone-free
beef and US hormone-treated beef in an experimemtation market. Results
indicated that consumers in Norway preferred dommdsef to imported beef, while
imported Irish beef was preferred to imported Ugfb€onsumers viewed hormone
treated beef as the least attractive option.

Acebron and Dopico (2000) investigated the impargaof intrinsic and extrinsic cues
to expected and experienced quality: for beef thinoguantitative questionnaire-based
research among Spanish consumers. They found thratgdpurchase consumers’
quality evaluation were based on the intrinsic acz@eur, freshness and visible fat, as
well as the extrinsic cues price, promotion, desigm of origin and presentation.
Furthermore, experienced quality was subject teeetqal quality and attributes such
as taste, tenderness and juiciness. Bernue e2G03) applied questionnaire-based
research to investigate several aspects relatezkttinsic quality attributes of red
meat in relation to consumers in England, Italyarée, Scotland and Spain. The
results revealed that the most important red megineic quality attributes to these
European consumers are animal feeding, origin,renmientally friendly production
and animal welfare issues. The health and safetyezft was perceived as a function
of animal feed assurance and environmental / animehdly consideration. In a
review of literature on consumers’ perceptions @atquality, Grunert et al (2004)
indicates that the various intrinsic and extringjaality cues may impact on
consumers. The intrinsic quality cues include ma#t colour, fat limps, fat rim,
marbling and fat content. The extrinsic quality €u@clude price, origin and
information on animal production, animal welfaredatie artificial hormones and
additives. However, the authors point out that comss are generally uncertain
regarding quality evaluation with the subsequertonoto entrust an expert (e.g. a
butcher) with the quality evaluation task. They oalpoint out the limited
correspondence between expected and experienceajozdiy .
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Verbeke and Vackier (2004) developed market segmdrdsed on Belgium

consumers’ involvement in fresh meat, with invohesrhdescribed as “...the level of
perceived personal importance, interest or relev@avwoked by a stimulus or stimuli,
which are linked by the consumer to enduring asation-specific goals”. Data was
gathered through personal interviews. Differentkeisegments were identified. The
differentiating factors were the extensivenesshaf tlecision-making process (e.qg.
extensiveness of information search and the leagth complexity of the decision

process), impact and trust in information sourdesgls of risk concern, price

consciousness, claimed meat consumption, consumptitention and preferred

purchase location.

Verbeke and Ward (2006) investigated Belgium coresiminterest in beef labels
(involving factors related to quality, traceabiliéyd origin) and the potential impact
of a campaign aiming at informing consumers abaéf lguality, traceability and
origin, through a consumer survey. Results revehigd consumer interest in direct
indications of quality (e.g. a quality guaranteals®w product expiry date), moderate
interest in origin and low interest in traceabiliBurthermore, consumers’ attention to
direct indications of quality (e.g. quality mark expiry date) and country-of-origin
increased significantly after receiving informatiodfhe authors suggest that
traceability should be used to substantiate ininatof quality and origin.

The factors affecting Spanish consumers’ willingnés pay for certified beef was
studied by Angulo and Gil (2007), through a consusugvey, revealing that the most
important factors were income, level of beef congtiom, the average price
consumers pay for beef and the perception of ladefys

Loureiro and Umberger (2007) applied a conjointigtto investigate US consumers’
relative preferences for food safety, country-agior labeling and traceability,

revealing positive premiums for all these attrisutdHowever, the steak label
certifying USDA food safety inspection carried théghest (significantly large)

premium, followed by the country-of-origin labelh&@ dominance of food safety
certification implies that food safety certificatids a mandatory requirement for
consumers in order to select a beef product. Th®oasiconclude that “indications of
origin may only become a signal of enhanced quafitthe source-of-origin is

associated with higher food safety or quality”. é#her studies also indicate, for
consumers to value higher quality, proper standartiggeneric quality and in

particular food safety must first be met.

Investigating the effect of information regardinguatry of origin, price and animal
handling prior to slaughter on consumers in a dgieh country context (Chile)
through a consumer survey, Schnettler et al (2000hd that origin and animal
welfare information overshadowed price. Howevernstomers revealed a small
willingness to pay for information about animal bang.

Napolitano et al (2009) investigated the effect information about organic

production on Italian consumers’ liking of beef #@wated by means of consumer
sensory panels) and willingness to pay. The resndtieated that information about
the organic nature of beef production increasedsworers’ willingness to pay

providing merit for market differentiation based anganic production.
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5. Consumers’ perceptions towards traceability

A number of studies by prominent authors focus amsomers’ demand for
traceability, particularly within the context of ate Overall, these studies show that
traceability is not a stand-alone determinant afdfgurchase but is considered as
important in relation to other food dimensions sastfood safety in particular.

Van Rijswijk et al (2008) applied means-end-chaiddering to investigate European
consumers’ perceptions regarding traceability ahd benefits associated with
traceability. Their findings indicated that tracdéi&p could improve consumer
confidence in food products indirectly, but thatistcritical to link traceability to
iIssues such as health, safety, quality, controigirorand naturalness (organic
production). They conclude that consumers relate bienefits associated with
traceability to what they consider as significamnenhsions of food consumption
overall: ‘the importance of traceability to consumers isamts of benefits in relation
to aspects that they think are important regardfogd in generdl In a conjoint
study, Loureiro and Umberger (2007) found that W8&stmers’ willingness to pay
(WTP) for the beef attribute ‘USDA food safety iesgion’ was higher than their
WTP for labeled attributes such as traceabilityuntoy-of-origin labeling and
tenderness. They highlight the need for beef tilsitga systems, based on
consumers’ value perception of the traceabilityilaite as well as the need to verify
other important quality attributes related to valaddition such as tenderness.
Traceability to the live animal might be valued diynsumers since the possibility of
verifying credence attributes (such as origin) retytraceability. Furthermore, they
emphasize the potential role of traceability systems public good arguing that
“traceability systems can be a public good if theyvide security for the industry and
consumers in the case of a food safety incidence,ifathey allow the industry to
react quickly and help to maintain consumer comitee”

Verbeke and Ward (2006) confirm consumers’ rel&gilew interest in traceability
labelling in isolation, stating thatlthough traceability has to be in place for legal
purpose and in order to help guaranteeing produgliy or origin, consumers are
not interested in the traceability information pe€. They recommend that
traceability should be used to enforce the auth#ytof on-label quality attributes
(such as origin), without providing consumers wdttailed traceability information
on food labels. Verbeke and Vackier (2004) prossore nuanced analysis arguing
that consumer reassurance initiatives, such agabéidy, may gain effectiveness
when targeted specifically at consumer segmentsactaized by a strong perception
of meat risks.

A number of studies focused specifically on conswn@erceptions regarding
traceability within a food scare context. Studiesessing willingness to pay for
increased insurance regarding traceability in thegdexts reveal differences across
consumers from different countries. In the lightled BSE scare in Europe (in the late
1990’s), Latouche et al. (1998) found that Frenamnscmers seek improved
traceability (or transparency) in European beefpughains in order to avoid the
negative effects of food borne illnesses. Consumersaled a significant willingness
to pay for safe livestock products (presenting adé® information on product
originand production practices), with a 14% to 2p%ce premium for beef. As a
result of the significant willingness to pay thaey reveal in their study, Latouche et
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al (1998) point out the risk of the developmentaoflual market consisting of one
market supplying premium-priced labeled and guaeuhtlivestock (mainly to
wealthier consumers) on the one hand and on a dectrket for less wealthy
consumers who cannot afford to pay the price premidor additional safety
guarantees and will have to accept the health asksciated with such products on
the other hand. Such a dual market would lead hecadt discrimination towards
consumers’ right to safe food. On the other hanaguo, Gil and Tamburo (2005)
found that despite increasing beef safety concamsng Spanish consumers, a
significant 73% of consumers surveyed were notingllto pay a premium for
labelled beef with a traceability certificate. Framntraceability point of view their
results suggest that beef safety is considered atradard attribute by Spanish
consumers, and subsequently the traceability at&iln isolation is not a dominant
factor in consumers’ choices confirming statemédriam studies presented above in
this regard.

6. Consumers’ perceptions towards poultry

Some studies focus on the wide range of evaludtotors applied by consumers
when purchasing chicken meat. In particular, thigimrof poultry products is a
dimension that has been widely investigated ackmmtries and stressed as a
determinant of poultry purchasing. As discusse@dwgekome scientific literature on
the consumption preferences and economics of chiokeat focuses specifically on
alternative quality issues such as animal welfaxg. (free range), natural, organic
meat and the origin of production. A number of sadmore specifically focus on
consumers’ perceptions regarding chicken meatysafet

With regard to assessing a broad range of attigbatéecting consumers’ chicken
meat purchase, we can quote a comprehensive itimrakliterature review (based
on meat science literature) by Fletcher (2002) artipular, according to whom the
most important poultry meat quality attributes appearance and texture, followed
by juiciness, flavour and functionality. On the dm&nd, texture (or tenderness) is a
critical attribute affecting the final quality assenent of the consumer. On the other
hand, appearance is critical for both product s$elecand final product satisfaction.
Appearance quality attributes include dimensionshsas skin colour, meat colour,
cooked meat colour and appearance defects (e.dsebruand haemorrhages).
However, it is critical to note that Fletcher emgiBas the dramatic changes in the
poultry market (e.g. portions, deboned, ready-to#ad other further processed
products) resulting in new quality expectations agh@onsumers even though the
traditional considerations are still important.

In a quantitative personal interview consumer syrxukasové (2009) found that

consumers in Slovenia perceived poultry meat iy ypositive manner, associating
the product with attributes such as tasty, highityydnealthy and protein-rich. When
purchasing poultry meat, their most important cdesation factors were ‘known
meat origin’, quality, meat safety, use by datesteaprice, fat content, packaging,
meat colour, producer and brand image. Through ideretion of poultry meat

consumption trends in Europe, viewed through theggmphical diversity and

dynamics of poultry meat consumption, Magdelainal ¢2008) investigated the main
factors affecting poultry meat consumption in Ewoand the impact of avian
influenza. They state that the main factors drivihg consumption are product
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affordability, the absence of ‘cultural or religpuobstacles” and nutritional
considerations. Additional consumption drivers ao;msumers’ interest in reliable
information on production methods (linked to theeegence of certified products)
and local production as well as products involveegvices such as ready-to-eat food
and consumption of poultry meat outside the homeeréstingly they note that the
main trends in poultry consumption were not charigethe avian influenza incident.

On the other hand, Pouta et al. (2008) investigatedumers’ choice of broiler meat
in Finland through a choice experiment by spediffcéocusing on the effects of
country of origin and production methods (e.g. argaanimal welfare and consumer
health aspects). Consumers had very positive p@oospregarding domestically
produced poultry products. Even though the effectpmduction methods was
minimal, it did impact positively on consumers’ ate (particularly animal welfare
but also organic meat). Bolliger & Réviron (2008pphed a double-bounded
dichotomous choice approach in an in-store settimginvestigate consumers’
preference and willingness-to-pay (WTP) for theckbn meat product attributes
“Swiss origin” relative to “European origin”. Ressll indicated a very strong
preference for Swiss chicken meat. Two of the identified market segments were
willing to pay a premium for Swiss chicken meatrtigallarly since they perceive
Swiss chicken meat as trustworthy due to betted feafety and product quality
aspects.

Farina and Almeida (2003) investigated consumeestgptions towards alternative
chicken attributes through conjoint analysis, sipeadly focused on natural and free-
range chicken compared to conventional chickenwak as various authenticity

options (no seal, company seal or independentfiedrtseal). The results confirmed
that the consumption of chicken with alternativiilatites were mainly concentrated
among wealthy and highly educated consumers witkelldevels of price sensitivity.

Consumers revealed similar preferences for natumdl free-range chicken, but did
feel strongly that chicken had to be free from lantics and growth promoters.
Consumers’ willingness to pay was associated wétcgptions of healthiness and
safety. The authors also stressed the importan@eedible certification to dissolve
the asymmetry of information for the consumer.

According to Onyango et al. (2009) who focused be thicken meat safety
dimension, American consumers have different rigskcgptions towards different
types of poultry products when considering a pdssibod-borne disease outbreak.
Three categories of poultry products were iderdifterough principal component
analysis based on consumers’ safety level peraeptimked to individual food
handling practices, trust and confidence. Theséanee cooked poultry products and
familiar brands (highest trust levels), productduced through technological
processes or novel products, and organic chickeausts and fast food poultry
products (lowest trust levels). It is interestiogibte that organic chicken products in
this study are associated with the lowest leveradt contrary to what other studies
on organic had shown. Mazzocchi et al (2008) exgalarhicken consumption choices
of European consumers’ (France, Germany, lItaly, Nle¢herlands and the United
Kingdom) in a ‘standard’ purchasing situation andhe case of a food scare based on
the theory of planned behaviour and estimated tiiracombination of multivariate
statistical techniques. Consumers’ trust in foolktyainformation was not related to
socio-demographic variables (such as age, incomed fexpenditure, household
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composition and education level) but rather linkedthe source of information.
However, consumers from different countries rewtatast in different information
sources, choosing between mass media, the food,obgperts, alternative sources
(consumer organizations, animal welfare groupsjrenmental groups and organic
shops) and other sources. For example German cemsiptace the most trust in the
mass media and alternative sources, while FrendtBatish consumers largely trust
information provided by food chain actors. Inteirggty the study revealed that
consumers’ risk perceptions only influenced consurmigoices in a food scare
context, but not in the absence of a food scare.

7. Consumers’ perceptions towards organic

A number of studies put the emphasis on the neadgmve consumers’ information
and understanding of organic. As emphasised betwganic purchasing in many
countries is driven in particular by health consermterestingly, some studies are
also exploring other farming practices that shammonalities with organic in terms
of lowering the level of input uses. This is im@mt as it can be argued that these
practices are more accessible to farmers than “puganic farming, and might be a
particularly interesting dimension for small-scéemers. This point is being raised
especially in the South African context where farghbrganic is constrained among
others by the lack of availability of organic inpuas reflected in interviews held
between May and December 2009, which is particulddtrimental to small-scale
farmers who may not have the capacity to produelgoirse inputs contrary some
large-scale farmers. The potential associated laliblling organic in conversion has
also been investigated as discussed below. Thisline with practices observed in
the South African context with retailers havingfeliént labels according to the level
of conversion to organic (1st year conversion, amwersion, fully organic) and it
might be particularly important given the trangitighase to organic is a critical phase
for farmers during which premiums are required tiver investment and costs
associated with changes in practices.

Studies show that, in Europe at least, the levelramess about organic food is quite
significant. According to Briz and Ward (2009), aba@6% of Spanish consumers
clearly understand the meaning of organic food# awareness levels ranging from
29% to 71% depending on consumers income, age,agdac and region of the
country. On the one hand, the results revealegdtential importance of improving
consumers’ understanding of organic food, partitylén the case of the lower
income and education demographics where a posi@laionship exists between
awareness and consumption. However, on the othnet tieey also found that higher
income and education level consumers’ likelihooghtilochase organic food declined
with increased awareness, which the authors sugpegit be explained by the
possibility that ‘as consumers become more aware of organics theisides are
based on true discernable attributes and less @t perceptions. Perceptions and
fads become less importdntThe latter observation enforces the challengedaby
the organic food sector to gain market share antbadiigher income and education
level consumers where the largest purchasing paxamcentrated.

The Nielsen Company survey on organics and funatifood (2007) compared the

perceptions of consumers in Europe and US towagne food. In terms of factors
preventing consumers from consuming more organedd$p high prices, minimal
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selection and lack of availability dominated. Mations for consuming organic food
vary between countries and include personal hedtbalth of children or
environmental and animal benefits. This is in Iw#h Gracia and De Magistris
(2008) finding that Italian consumers’ perceptioagarding the environmental and
health benefits of organic food impacted positivety consumption. These authors
also confirmed the importance of improved orgamowledge among consumers.
Health concerns are seen as a major dimension gdn@r purchasing in many
countries. Pirog and Larson (2007) found that, ajn&t consumers, 57% of
respondents revealed the perception that orgaout fas healthier than conventional
food. According to Wier et al. (2008), consumersriature organic markets such as
the UK and Denmark purchase organic products basguivate good attributes such
as freshness, taste and health benefits. The au#thew point out that these organic
markets are vulnerable to consumer dissatisfaction.

Ball et al. (2008) studied UK consumers’ perceptainorganic, ethical and local
foods served in restaurants and found significafferénces between male and
female. Results indicated that while female conssmeught more food information
to make purchase decisions, male consumers were mdined towards selecting
restaurants using local, organic or ethical foods.

Sawyer et al. (2008) found that consumers in thetbhkSUK and Canada do not have
a strong attachment to the existing national orgatandards and that consumers even
prefer alternatives to their domestic standards nwipeesented with a choice.
Subsequently the authors suggest that internatitarahonization may be a legitimate
food policy goal.

Batte et al. (2007) found that different US consusegments were willing to pay a
variety of premium prices for organic foods — witbth 100% organic ingredients and
less than 100% organic ingredients. The resulissséd the importance of target
marketing in the context of organic processed fotmlsaccommodate different
consumers groups based on their WTP for these fwoducts. For example a
distinction could be made between specialty grocensumers (e.g. tend to shop at a
natural food store) and traditional grocery shoppsince specialty grocery shoppers
were generally willing to pay substantially moreanhtraditional grocery shoppers
even though they did reveal a threshold amountgéric content below which they
will not pay premium prices.

As already mentioned, it is important to note tinaaddition to explore the potential
for organic food, recent studies are now also itigasng consumers’ perception of
low input products. Janssen et al. (2009) investij&erman consumers’ perceptions
towards ‘low-input products’, defined as produckam@cterized by single aspects of
organic production systems such as reduced inpeglde(e.g. pesticides, food
additives or concentrated animal feed). The res@t®aled that low-input buyers
were a heterogeneous group of consumers. The cclastdysis revealed that low-
input products were mainly preferred by consumeh® wsually purchase mainly
conventional products, as well as those usuallghmsing conventional products in
particular categories and organic products in ottesmes. The authors suggest that
low-input products might gain future market shaatdhe expense of conventional
and organic products. They also stress that a @oed communication strategy
focusing on tangible aspects of organic productisnwell as organic certification
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might be a successful strategy for the organicosdct gain new customers and to
differentiate organic products from low-input protki. Ness et al. (2010)
investigated European consumers’ behaviour towaas/entional foods, quality
low-input foods and organic foods. The results ade@ that the perceptions of
consumers in France, Germany, ltaly and the UK ctdo¢ improved through
information on product benefit aspects such agtrartal value, value for money and
shelf life. Consumers in Greece and Switzerlandedlattributes such as appearance,
eating experience, taste and price, implying thase attributes could be used by
marketers to improve consumers’ food product pdioes.

Tranter et al (2009) illustrated the marketing ptitd of conversion-grade organic
produce given EU consumers’ willingness to pay enpum for conversion-grade
produce (about 50% of organic premiums), with vaglets attracting higher
premiums than meat products.

8. Consumers’ perceptions towards origin labelling

Various European studies have shown, through ainglyzuyers’ willingness to pay
for specific characteristics, that consumers pladae on the origin of food products.
Combris et al (1997) applies hedonic pricing to the Bordeaux evmarket and
estimates a hedonic price function for Bordeaux ewihat includes the label
characteristics but also the sensory charactesisticontrast to previous studies using
hedonic pricind?. The results indicate that objective charactesstippearing on the
label of the bottle are the primary determinantshef price for Bordeaux wine. The
authors explain this by pointing out the cost ofaoting information about sensory
characteristics (through tasting, learning and irepdvine guides). Loureiro and
McCluskey (2000), who analysed consumers’ willinggnéo pay for the Protected
Geographical Indication label Veal from Galiciangsia hedonic price function, found
that the presence of the label generates a highipne only in high quality meat cuts
while in cheap cuts as well as for the highestigualts, the label does not generate
any extra premium. The study concludes that the RBEIl is significant in
combination with other quality cues. A study by beu(2007) explores the economic
effects of geographical indications for coffee. idgsinternet auction data for single-
origin coffees, a hedonic pricing model was estedat he results indicate that in the
speciality coffee sector, coffees from individuaffee-growing regions receive price
premia due to their reputation.

Bonnet and Simioni (2001) estimate consumers’ mgiiess to pay for Protected
Denomination of Origin (PDO) labelled French Camemlcheese using mixed
multinomial logit models based on scanner datawnhases of Camembert brands in
the French market. Their results suggest that bagpears to be more relevant in the
consumer’s evaluation of alternative products thiaem PDO label. This may be
associated to the high level of segmentation & pnoduct and the significant use of
brand based differentiation strategies. On the raopnt Monteiro & Lucas (2001)
carried out a conjoint analysis on Portuguese acoessi preferences for four main
quality attributes of traditional cheeses: pricealgy certification label, type of paste

12 See also Nerlove (1995) and Oczkowski (1994).aF@view of the literature about hedonic wine
studies, see Viana (2006).
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or texture and sale size unit and showed that tlest nmportant attribute for
consumers of Portuguese traditional cheeses i$B®@ protection, supporting the
idea of a PDO benefitting from a price premium. \Wer Lanset al (2001) also

applied conjoint analysis to data on Italian conetsh quality perceptions and
preferences for extra virgin olive oils from Sabarad Canino, Italy. They found that
both the region of origin cue and the PDO labellugrice regional product
preferences through perceived quality, although éffect is limited to specific

consumer segments, especially those residentiprtiduct’s region of origin. This
is confirmed by Fotopoulos and Krystallis (2003)omxplored the effectiveness of
PDO labelling through calculating Greek consumaevsglingness to pay for PDO

apples from Zagora, Central Greece using conjomrdlygsis and found that the
existence of the PDO label compared to price isemprportant only for certain

segments of consumers.
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D. Supply chain coordination and quality management

Trends towards quality-oriented and standard-basgyply chains are significantly
modifying modes of coordination within these chaamsl are reshaping/ remodelling
the organization of production and trade relati@everal authors point out that there
is a move away from open spot markets with anonygsoayppliers and lack of proper
accountability towards higher degrees of verticardination in global and quality-
oriented food supply chains (Pingali et al, 200&thB 2003; Gibbon and Ponte,
2005). According to Ruben et al. (2006), increasexhitoring of product quality and
process standards goes along with an increasedalefivertical integration based on
complex contractual arrangements. Coordinated gugmins increasingly deal with
food safety risks through increased control of pidnovement from farm to table
(Luten, Oehlensechlager and Olafsdéttir, 2003).rQkie years, this has resulted in
increased reliance on preferred suppliers who canra safety and be accountable
through tracking and tracing, and in the developnaérindependent certification of
good agricultural and good manufacturing practi@ssdescribed earlier. Hanf and
Pienadz (2007) stresses that the need to act tagelbng the supply chain and to
strengthen coordination among actors to meet nealitguequirements and trends
and ensure differentiation has moved the competibetween individual actors to
competition between supply chain networks. To iaseecoordination and control,
collective action has also increased even amorgg laupply chains and companies
(e.g. EurepGap, the British Retail Consortium).

Studies based on transaction cost economics suppertobservations of trends
towards more coordinated supply chains and comgleity management systems.
Some also analyse the implications of these morersie forms of governance on
quality. Raynaud et al. (2002) study the governaridbe transactions in supply chain
as a way of supporting the credibility of qualiigrsals and analyse the link between
the governance structures that are designed t@ugiggr quality to the final consumer
along the supply chain and the quality signal. ¢wihg transaction cost economics,
the authors build on Williamson’s (1991, 1996) wark governance structures to
describe and compare the several bilateral goveesinuctures observed as part of a
structural analysis of 42 case studies in threfemint agro-food sectors conducted in
seven European countries. The study confirms tlmenvan agent develops a quality
signal whose value can be influenced by severaragents in the supply chain, he
will design the governance of transactions in ortierassure product quality and
improve the credibility of his signal, which may nsist of different types of
contractual relations associated with differentliggaignals. Ménard and Valceschini
(2005) further mentions that the type of qualitgnsils influence the governance of
transactions, pointing out that private brandsracge often associated with vertical
integration than brands that are linked to pubdittification™>. According to Ménard
and Valceschini (2005), a ‘satisfying solution’ the face of quality signalling

13 Certification is a procedure by which a third pagives written assurance that a product, process o
service is in conformity with certain standards@ISuide, 1996). The certifying organisation is edll
the certifier or certification body. The certifieray do the audit/inspection itself or contractuit t an
auditor/inspecting body. The system of rules, pdoces and management for carrying out
certification, including the standard against whiahcompany is being certified is called the
certification programme. One certification body mexecute different certification programmes. To
ensure that certification bodies have the capaoitgarry out the certification programme, they are
evaluated and accredited by an authoritative itgtih (FAO, 2007).
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problems consists in adopting a transaction costmizing organisational framework
along the chain while ensuring signal credibilityhey also point out the importance
of considering the link between supply chain-bagedernance structures that are
designed to address specific quality signallingiessand the macro level at which
institutional mechanisms are developed that supth@tcredibility of the adopted
modes of organisation (e.g. increased use of tpady certification that are
accredited by public institutions). Barcala et20@q7) also study different governance
aspects of vertical chains and their impact on pcoduality. Different mechanisms
of governance such as hierarchy, quasi-integradimh geographical indications are
analysed to determine how organisational forms ghpa product quality. Based on
a case study approach focused on a set of intenattases of quality brand names in
the agrifood sector, the authors find that quatitgblems may be ascribed to high
transaction costs (see also, among others, Holi¥3)2and that mechanisms of
governance thus affect product quality. The resuiticate that the most market
oriented mechanism of governance in the samples{gui@grations and geographical
indications) need to introduce (i) coordinationeoted mechanisms such as norms
and routines to perfectly define standards andaters and (ii) a complementary set
of quality control devices based on direct sup@misAccording to Wilson et al.
(2000) who conducted two case studies to examimekty factors behind the
differences in market performance of two Prote@etiomination of Origin products
(i.e. early potatoes from the United Kingdom arahfrthe Netherland), differences in
co-operation and co-ordination between the supgigins result in significant
differences in product specification and tracegbslystems, and are associated with
different consumer awareness and brand promotion&f

Interestingly, Ponte and Gibbon (2005) states thatcapacity to capture complex
information over quality in standards, labels, ifiegtion and codification procedures
lowers the need for vertical integration arisingnfr the increase in quality
complexity. Indeed, in many high value supply ckaimne or a small number of lead
firms employ standards and branding strategiesxarycese control over suppliers
without necessarily establishing ownership striegsuflUNCTAD, 2008). Ponte and
Gibbon (2005) further emphasise the role playeddfijning and managing quality in
buyer driven chains where leading firms exercigér tfunctional leadership’ not only
based on their market power (levels of concentnatioarket share) but also on their
control over the qualification mode and informatioranagement. They show that
firms’ capacity to transfer relatively intangibleformation to their suppliers and/or
standardize and/or obtain credible external cedifon for increasingly complex
guality content of goods and services allow foatigkely loose forms of coordination
and high level of drivenness. This is supported/bgley (2001) who put the stress on
the increased importance of controlling and ownimgngible assets, in particular
information and brands, rather than of controllihg physical means of production as
ways of dealing with competition and governing dymhains. Vorley (2001) further
stresses these issues with a particular view ondthwelopment of standards or
requirements related to sustainability considenstitnat are developed in particular in
response to pressure from the civil society (NG®.argues that these standards
contribute to reinforcing the control of downstrearoncentrated players on the
governance of the supply chain and the increaséarriers to market entry:
“sustainability as a set of process standards caovige leverage for large
enterprises to control markets and raise barriecs dompetitioh. Through their
dominant position, downstream players have the agpdo shift the burden of
compliance costs and risks to their suppliers aadlaus playing an increasing role in
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farm level decision making without necessarily adap vertically integrated
structures. While Hatanaka et al. (2005) that aswalyhe role of third-party
certification (TPC) in the global agri-food systesupport this argument by
recognising that TPC development is clearly relabetthe global policies of the major
retail chains, they also point out that TPC cam dlslp in ensuring some level of
control over these retailers’ strategies. Hencey tpbeovide means that ensure
transparency over and accessibility to standards ¢an be increasingly used and
controlled by civil society internationally givehe growing importance of NGO’s
and consumer activists as well as the media.

It is also widely acknowledged that consumers’ detsaare key drivers of quality
changes in supply chains. Lead firms are therdfgneo means in complete control of
the governance of consumption. However, the muhiataction between consumers
and processors/retailers should not be disregariiedtated by Callon et al. (2002),
“one of the main concerns of lead firms (retaildseanded manufacturers) is to
prompt consumer to question their preferences ardirectly, their identities. Thus,
they try to steer ‘spontaneous’ and gradual proessof qualification and
requalification of products to their advantage. yh#o so, inter alia, by setting up
forms of organization, promoting collaboration beem suppliers and consumers in
the qualification of products. In this way, compehi can be thought of turning
around attachment of consumers to products withliguhave progressively been
defined with their active participation
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E. Implication for small-scale farmers

While the importance of consumers as drivers foaligu changes has to be
recognized, it is important to stress again thes rplayed by increasing quality
requirements as major determinants of food suppbincrestructuring (Hanz and
Pienadz, 2007). Indeed the development of clospglgichains controlled in many
cases by major agri-food industry players has laggplacing spot markets as already
mentioned and has changed the rules for markatipation in vertically coordinated
supply chains with privatised standards. This hahdglications in terms of farming
communities’ marginalisation as emphasized amohgretby Vorley (2001). Vorley
(2001) also mentions the effect of the increasedidance of downstream players on
the supply chain on the increased disjunction betwgrices at producer level and
food end product prices. He illustrates this witle tUS and UK cases where the
proportion of value addition done outside the fammounts to between 78-85%.

Ssemwanga (2005) proposed a schematic representtithe different types of
marketing systems (see figure 1 below) with smediles farmers participating mainly
in the local low income market, clearly highliglgithe marginalisation of small-scale
farmers from high-value supply chains (export mBrk&his illustrates the general
argument that small growers are likely to be cadito the low value market and not
benefit from quality trends. However, Vorley (20049ints out the process of rural
differentiation and of diversification currently kiag place in the smallholder
economy and the need to understand it. He stresgearticular the issue of better
understanding the actual changes in the termsaoetbetween the producers and
downstream role players in the supply chains ifetgiht situations. There is a need to
identify the nature of the upgrading in differenpply chains and to relate it to the
innovation capacity of the actors. Van der MeerO@0Opoints out that coordinated
supply chains are more likely to develop for sewsitproducts, perishables,
specialties and products with variability in priased quality that have more scope for
adding net value through coordination. He also esgihat in markets with moderate
requirements, such as emerging modern urban comsomaekets in developing
countries, private investment in supply chain orgation will depend on the capacity
to earn a net return from it.
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Figure 1: Sub systems in Agricultural production indeveloping countries
Source: Ssemwanga (2005)

As is widely acknowledged, in many countries thedalisation process has resulted
in the withdrawal of the State from supporting eghiure and from intervening in the
market, thus obliging producers to rely on and dretiarness their competitive
advantage and to build direct relations with therke&a Vorley (2001) thus puts
forward the fact that market access depends orcdbacity to exploit ‘marketing
advantage’. Furthermore, Vorley (2001) note thetwiorldwide liberalisation process
had put international markets in a position topsetes and standards for the domestic
markets. Giovannucci (2003), referring to expepidiction, states that social and
environmental attributes will move from differerirey factors into mainstream
market criteria and will become necessary conditidor inclusion in the more
developed markets, thereby more strongly affecinwll-scale farmers. It is thus
extremely important to understand the capacitylantiations of small-scale farmers
for developing and taking advantage of ‘marketidgaatage’.

From a smallholder perspective, rising quality iegments and the shift away from
anonymous market-based exchange of products towaads closely coordinated
supply chains can be seen as increasing barriexatty but also as opportunities, in
particular to acquire knowledge and secure markeéss. Evolving food standards
clearly hold implications for small farmers’ parfiation often requiring changes in
production practices, access to the latest infaonand the implementation of new
processes (Giovanucci and Reardon, 2000). Theresgants for participation tend to
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increase as lead firms demand higher levels ofymtooh as well as compliance with
more sophisticated product standards. Various esudilude to the exclusionary
effects of food quality standards for small farmg@ismphrey et al., 2004; Maertens,
2006). It is often asserted that the increasinyglemce of standards may be more
difficult for small farmers in developing countriés cope with as a result of the
higher cost of compliance due to economies of S¢allerld Bank, 2005). Transaction
costs of compliance for small farmers also ofteceexl that of larger farmers due to
higher communication and monitoring costs. Stutiege found that this could result
in buyers cooperating with larger farmers to thel@sion of small producers (Pingali
et al. 2005; Swinnen, 2005). Chemnitz (2007) angwed et al. (1998) find that the
exclusionary effect of standards may be particulprbnounced in the case of private
standards, which are often more onerous with reédpaaformation, communication
and documentation of the certification processtharmore, Vorley (2001) questions
the possibility of small-scale farmers to explaitdrketing advantage’ on their own
when, as he notes, large-scale farmers’ capacibatalle post harvest processes and
transport may be favoured over small-scale farrpeosision of higher quality at a
lower cost.

Conversely, other studies (Gibbon and Ponte (20B%)yannucci (2003)) highlight

the potential of standards for inclusion of smalinfiers in developing countries in
high value supply chains, which are driven by comsts’ demand for quality. In this
respect Chemnitz (2007) point out that, from ailrgt@rspective, standards simplify
the information collection process on product gyatind can facilitate procurement
from various independent producers, opening newokippities for small farmers.

From a smallholder perspective, standards coulnl aksate learning opportunities by
providing knowledge in “packaged” or “codified” for through the standard
specification (Fulponi, 2006; Unnevehr, 1996). Inabty oriented chains, small

farmers stand a better chance to comprehend ane readily comply with buyers’

requirement through the stronger working links filogv from continued quality

improvement, with the levels of success dependingthe product, supply chain
organisation and farmers’ capability. Furthermongth changes in supply chain
requirements associated with quality standardsldpreent, competitive advantages
may shift in favour of small farmers (Altenburg,d8). In this regard, Ruben et al.
(2006) point out the cost advantage of small-sdaleners in labour intensive

products with high requirements in quality moningyi

In conclusion, it is important to indicate the putal role of public intervention in this
regard. Codron et al. (2005) show the mutual deprecel between public and private
standards in contrast with the view that they anmgtualy exclusive as already
mentioned. Analysing the interaction between thdaldishment of public
management quality system (MQS) and retailer gir@gdefor product safety/quality
differentiation, they show that retailers’ incem$vto differentiate themselves through
premium private labels (PPL) increase when publi@3Mdecline, while increased
public MQS can contribute to PPL development butndb necessarily result in a
similar rise in PPL. This supports the relevanceaddiressing the question of how
governments could influence the retailers in tpeivate standards setting in line with
public interest via setting adapted public managengeality systems. Importantly,
they also point out the importance of considerihg wertical relation between
retailers and suppliers with a particular view ba tistribution of bargaining power
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between the two as it will determine the distribatiof costs among these players
attached to increase quality and the quality sgsatelopted by the retailer when faced
with mandatory MQS. However, Vorley (2001) argutest tPublic regulation is not
geared up to deal with supply chain structlres\d advocates for the need to
“recognise the political nature of the rules andnfiewvorks that comprise market
structures, understanding that markets and politenathorities are part of the same
ensemble of governance, rather than contrastingggples of social organisatioh
Vorley (2001) highlights the role that governmeanalay in building small-scale
farmers’ capacity to access supply chains, espedigl being able to comply with
standards. The government can also contribute ppasting small-scale farmers
through providing marketing alternatives to thenfat supply chain systems such as

local farmers’ markets and school meal programmes.
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F. Initial insights into quality trends in the South African context

1. The different marketing systems in the South Afcan context and
the emergence of farmers’ markets

As a background to this section on quality tremdshe South African context based
on the literature, it appears important to briefgpict the South African context from
an agribusiness and marketing perspective. It s¢sves to highlight the emergence
of an alternative marketing trend, the developmeitarmers’ markets that has
apparently not been the topic of academic studie® umnow.

The South African agro-food sector is dominated thg large retail sector,
notwithstanding a still clear divide between anamtand rural food system. Indeed,
this domination is much more pronounced in urbaeasr The supermarket
phenomenon has played an important role in foottilbligion in South African food
since the 1980’s. The growing urbanisation pro@ess development of suburbs far
away from the central business district has beenmapanied since the 1960’s by the
development of suburban shopping centres and hykats marking clear retail
outlet growth in size. Recently, the supermarketnfit has been diversified with
retail stores ranging from convenience stores anelcburts to hypermarkets. Botha
and Van Schalkwyk (2006) describes the formal res@ctor as a wide spectrum of
neighbourhood convenience stores, specialty stdrestiques, chain supermarket
stores, department stores and large wholesaleedaidl sutlets. Supermarkets account
for more than 55 % of national food retail (Wea#iperon & Reardon, 2003). South
Africa has a mature formal retail market, solelgwued by domestic retailers and
highly concentrated, with four dominant playerspf@fite/Checkers and Pick ‘n Pay,
both with 33% market shares, SPAR with 26% marketes and Woolworths with
8% (personal interview with retailers during 2006).

In parallel to these well developed retail chaioups, a very large and growing
informal market, especially for fresh fruit and eégples, also exists in South Africa.
It is generally prevalent in many rural regionsp@sally former homeland areas),
townships, taxi ranks, train stations and street@s where supermarket retail outlets
are absent or have been absent. The informal misdtades traditional independent
stores such as general dealers, cafes, spaza stiaet, vendors, hawkers and tuck
shops as well as primitive little street cornerllst@United States Department of
Agriculture, 2005). On the two largest Fresh Prediarkets in South Africa, in
Johannesburg and Pretoria, purchases by infornzalets represent significant
portions of about 50% and 29% of fresh produceetragbspectivelf?. The level of
consolidation in the informal sector has proveriidift to ascertain since very little
information is available for this sector.

The third marketing format in South Africa is tltdirect sales by producers. Direct
sales include sales through roadside or farm stalds large cities, sales to hawkers
and informal traders. In general, South Africanstoners do not have a deep-rooted
tradition of food purchasing at farmers’ marketsowever, farmers’ markets (e.g. in

4 Source: Personal interview with the senior manajeommission business at the Johannesburg
Fresh Produce Market and with the marketing managehe Tshwane Fresh Produce Market in
August 2004, for the Regoverning Markets project.
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the Western Cape) are becoming increasingly popadaong wealthy consumers.
Given the potential links between farmers’ marlkatd quality trends, it is interesting
to give insights into the development at the lolealel of this alternative quality
related market outlet - food purchasing at locainir’s markets. While this is a
common phenomenon among European consumers,titl i; sts infancy in South
Africa. As confirmed by the up market South Africkfiestyle magazine House and
Leisure (Buitendach, 2007), the ‘market movemesnthécoming more popular, even
though it is still far from a main stream food tlefiMarkets are the new malls‘ The
‘market movement’ is a reaction to confined, conuiadr artificially lit, air-
conditioned shopping centers and is in line witke ihternational trend towards
meaningful living. An antidote to malls, marketeeoa laid-back, sociable outing.
Plus they provide the opportunity to buy from siegecialized stores that offer great
products|...]”. There were at least 16 of these local marketSouth Africa in 2007,
providing an alternative food purchase experiencednsumers and their number has
most likely expanded. The food offering of thesarkets encompasses a number of
new quality trends such as organic food, fresh faroduce, South African culture
food (e.g. koeksisters, milktart, potjiekos), fre@ge produce, boutique cheeses,
gourmet food, home-industry style baked goods aachédamade processed fruit
products (such as jams and preserves).

2. Food safety in South Africa

Even though food safety is increasingly becomingexrequisite for participation in
modern markets and is widely recognised by Southcé&f role players as an
important dimension of food production and markgtisurprisingly little has been
written about the food safety dynamics in Southig&frand their implication on the
agro-food system. Only a few studies were found essult of a thorough web-based
library and internet search using key words sucticasls safety”, "consumer safety”,
“fresh foods”, "South Africa” as a basis for thengeal search. The following
databases were searched systematically for thewkegs “food safety and South
Africa”> Environmental Science and pollution, Eadbnl Emerald, Agricola,
Agricultural and Environmental biotechnology abstsa Health and Wellness
resource Center and Alternative Health Module, Godgcholar and ISI web of
knowledge.

The literature that could be found focuses maintytbe potential health hazards
related to the presence of harmful microorganismihié food. However, the findings
of such studies — the more significant of which ardlined below —cannot be
generalized due to: (1) their limited scope andlised nature, (2) the fact that some
of them give inconclusive picture of consumer sagetd (3) the fact that they mainly
target the informal markets with most of them novaring the formal markets (e.g.
retail food chains and supermarkets). It is sigafft to note in particular that
literature on consumer perceptions about the sabétthe food in the domestic
markets could not be found. The lack of literatiaréhis regard points out the need for
further exploration of the food safety issues irutBoAfrica from an academic point
of view. To give an overview of the existing literee in the South African context,
the more often encountered studies as the restiiieofearch are reviewed below. As
already mentioned, these are mostly studies thausfoon the presence of
microorganisms in different agrifood products itaten to different processing and
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marketing practices except for one study that ewslahe nutritional dimension.

Overall, it is interesting to note that most stediénd a low incidence of the

microorganisms under investigation in differentdgooducts and thus conclude to a
low level of threat posed to the consumers. Howewest studies still emphasize the
need for improving and controlling product handliagd hygienic practices along

supply chains.

Van Nierop et al (2005) investigated the preserfciad borne pathogens in fresh
and frozen chicken carcasses sourced from varietaslars in Gauteng. While the

study demonstrates the presence of the harmfubgatts including salmonella spp.
in from products from the different outlets (i.eorh butcheries and supermarkets), it
does not specify the extent to which such pathogess a threat to the safety of the
consumers. Lues, Venter and van der Westhuizen3j2@0alyzed the presence of
harmful microorganisms in milk in the Botshabelavtship. The study revealed

samples with microbial counts exceeding nationandards. The results were
attributed to the lack of general food hygienetetgla&knowledge and infrastructure in
the study area. On the basis of the high microbmints found by the study, the

authors concluded that the milk poses a definitaltherisk in the study area and

called for more investigation in the milk qualitycamilking protocols of small-scale

farmers, milk vendors and general dealers. Choistitindsay and von Holy (2008)

carried out a microbiological survey of ready-ta-ged baguettes, salads, cutting
boards, selected utensils (preparation knives andrg spoons) and hands of food
handlers in 4 retail delicatessens in Johannesfurg.results showed a significant
presence of micro-organisms on the ready-to-eatisfoas well as the handling

facilities. However it found a relatively low in@dce of potential food borne

pathogens in ready-to-eat filled baguettes and resbcsalads prepared in retail
delicatessens suggesting a low potential risk dodfborne illness. Nonetheless, the
authors call for improvement in the hygienic preesi to minimize potential risks of

food borne diseases.

Leggott and Shephard (2001) conducted a surveyhermptesence of the mycotoxin
patulin on locally produced commercial apple pradyahole fruits, fruit juices and
infant purees and juices) purchased from retailetaiin South Africa between 1996
and 1998. In most of the apple juices and infamégs,, the study found no detectable
patulin contamination. In the relatively few whdieiit products and infant fruit
juices, the study found detectable amounts of pat@enerally the study noted that
the levels of patulin contamination were all beldve maximum legislative
requirement for the sampled products, thus indigathe high quality of the apple
fruit and apple fruit products as well as of thenofacturing practices. Abong’o and
Momba (2009) investigated the prevalence of E. (mdicteria) in selected meat and
meat products sold in Amathole District. The resglhowed a low prevalence of E.
coli but nonetheless emphasized that the low peeea should not lead to
underestimate the risk because the bacterium hexs ingplicated in several disease
outbreaks worldwide. The study highlights the némdfrequent surveillance of E.
coli in meat and meat products sold in the Distastwell as in South Africa as a
whole to ensure consumer safety. Kubheka, Mosupglevan Holy (2001) surveyed
salads and gravy from street vendors in centreadiobsburg that were considered to
be working under unsuitable conditions for prepgand selling of ready-to-eat foods
to determine the presence of harmful micro-orgasishhe study found low counts of
food borne microorganisms. It concluded that thaliuand safety of salads and
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gravies analyzed were acceptable despite the daasamhygienic food handling

practices and unsanitary environmental conditiam$eu which the vendors operated.
The study attributed the low presence of pathogerke short holding times of the
prepared foods.

Schonfeldt and Gibson (2009) present the initiatitaken in South Africa to promote
healthy eating practices. These initiatives includeod fortification and
supplementary feeding programs, development offSéfitican food-based dietary
guidelines and food composition tables, which tate account the prevailing eating
patterns, diet related health issues and localdlyaed foods. The paper points out
that unlike most developed countries where problefribesity are increasing, South
Africa is faced with both problems of nutritionadfetiencies and excesses leading to
the extreme cases of malnutrition and obesity,eesgely. It notes that about 56% of
the adult population was recorded as overweigh?d@3 with the highest rates of
obesity arising among adult women (23%). It is sseel that all the discussed
initiatives are meant to move the South African ylapon towards good health
conditions by applying a holistic and multi-sectoapproaches, including the food
labelling regulations that aim at preventing mismfiation and at protecting the
consumer. The paper however calls for innovativieitems to address the public
health issues.

3. Insights into other quality consumer perceptionsn the South
African context

Oyewumi, and Jooste (unknown) investigated therdetents of households’ pork
consumption in Bloemfontein, Central South AfricBhe study used a logistic
regression model on aggregated pork and non perguroer data. The study solicited
the determinants of pork consumption from previctisdies and these included
income, relative price of pork, price of other megies, expenditure on meat, race,
gender, religion, quality, place of purchase anllievadding. The study found that
pork consumption was influenced by preference &ue added pork products, pork
quality (i.e. appearance and health concerns wamsidered as quality dimensions),
household income, household monthly expenditureneat, relative price of pork,
price of substitute meat especially the most pretemeat type. The study further
analyzed the partial effects of the factors to wetee the most important
determinants of pork consumption. This analysisaéed that quality assurance and
value-adding respectively could more than double tbrobability of pork
consumption by households.

Shongwe (2005) analyzed the consumers’ willingnegsy for less fat content in the
two beef cuts in Bloemfontein, South Africa. Thedst, which used hedonic price
model to determine the implicit price for fat camtén the beef, analyzed beef sample
from 17 geographically demarcated supermarketsloerBfontein. Contrary to what
was expected, the study found that consumers iarBilontein were willing to pay for
additional external fat. However the study foundttbonsumers were not willing to
pay for additional seam fat and did also not haitlingness to pay for bones in cuts.
The study attributed the unexpected results reggndillingness to pay for additional
external fat to the eating habits of the peoplthaarea. Indeed, it indicated that they
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normally prefer ‘braai’, which by nature requireomm external fat to lubricate the
meat from drying or burning out. This finding re&atto other studies that have shown
that the quality of the product may depend on gege situation.

Botha (2008) investigated the different market segis for food consumption in the
Free State Province of South Africa and analyzedf#ittors that differentiate the
segments. The study was based on a survey thatecb849 respondents. The sample
was drawn through cluster- and stratified sampliechniques to account for the
geographical spread of the population as well asthnical composition and income
distribution of the population. Data was collectddough a questionnaire that
captured food related questions and households foel@rences when making their
food purchases and demographic characteristichefhbuseholds. Using Cluster
analysis, the study established market segmentherbasis of frequency of food
consumption and place of consumption which wera isesegment the sample into
below -, similar-, above-, and high above the damagerage. The study then applied
Principal Component Analysis to determine the ulytley structure of the market
segments with respect to the food preferencesliihe study used the Binary Logit
model to analyze the determinants of the markenhsegs food consumption.

From the Cluster Analysis, the study found fiveyatent market segments in the Free
State Province. These included: Inferior Produchsioner; At Home (basics);

Balanced Consumer; Value Added Orientated and Rrglquency Consumers (broad
product range). The Inferior Product Consumersesgmted 34.7% of the sample and
these households typically consume above averageemaeal, average poultry and
with a variety of other basic products but gengrbklow the sample average of the
food consumed and the place of consumption. Thed&e (basics) represented
23.6% of the sample and these consumers genemtiyjume bread, maize meal,
maize samp, rice, mutton, poultry, fish (fresh/éozand processed), fresh milk,
butter, eggs, cooking oil, fruits, vegetables, sugaffee, cocoa and tea. The
Balanced Consumers represented 26.6% of the sangléhe usually consumer rice,
pasta, breakfast cereals, beef, mutton, game, fuis,juices, bottled water and

sometimes eat at restaurants and also eat take. &lwayValue Added Orientated

consumers represented 12.3% of the sample. Thesuroers generally consume
pasta, pork, condensed milk, yoghurt, cheese sfrintit juices, water bottled, take

away and sometimes eat at restaurant. The HighuEney (broad product range)
Consumers represented 2.6% of the sample and ¢beseme especially high above
the average beef, mutton, cheese yoghurt, fruits elow average consumption of
maize meal and poultry

The Principal component analysis showed that taez€our underlying structures of
the quality related variables (such as conveniepagkaging, brand name and
nutritional information among others). These fastarere referred to as: Intrinsic
value indicator, Extrinsic value indicator, Nutomial value and Lifestyle. The
intrinsic quality indicator explained the largespjportion of the total variation and
this was important for consumers who indicated higteferences for health
considerations, food safety and taste. The Extrimalue indicator consisted of high
preference for food traceability and packaging. Nuritional value consisted of a
single factor (i.e. nutritional information and thefestyle). The lifestyle factor

consisted of convenience and cooking time.
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Finally the Logit model was applied using the eaqarmand non-economic variables
and food preferences related variables. The ecanwariables considered included
the household’s monthly per capita income, montfdgd expenditure and the
importance of price when food is purchased. The-emonomic variables included;
age, gender, ethnicity, household size, locatiahtae presence of a working female.
The food preference related variables included sisctonvenience, packaging, brand
name and nutritional information, health considergt food safety, traceability,
cooking time and taste

The results showed that the High Frequency Consumere the most likely to earn
the highest income and the Inferior Product Consameere the likely to earn the
least income. In correlation to this, the resul®vged that the Inferior Product
Consumers were most likely to be concerned abaoe,mwhile the High Frequency

Consumer were the least likely to indicate thatgrs of importance. Furthermore the
Inferior Product Consumer were the most likely ndicate that the Intrinsic factor

were importance. The High Frequency Consumer segemere the most likely to

indicate that extrinsic products factors were morgortant in their purchase decision
because of their lifestyle.

The study concluded that diverse consumption pegtekist that significantly differs
in the driving factors. The study confirmed that iasome increases, the non-
economic factors become increasingly more importantfood purchases. As
disposable income increases the importance of pncdood consumption and
purchase decision decreases and other qualityré&astich as convenience, packaging,
become increasingly important. The study noted éstdblishing the market segments
along with their characteristics could assist potitakers in understanding the impact
and extent of increases in various food pricestandietermine the effect of policies
on different segments.
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