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. AGREED RECOVMENDATI ONS ADOPTED BY THE EXPERT MEETI NG

At its closing neeting, on 3 Septenber 1997, the Expert Meeting on
Vertical Diversification in the Food Processing Sector in Devel oping Countries
adopted the foll owing agreed recommendati ons on item 3 of its agenda:

1. The Expert Meeting exanm ned the market opportunities, including exports,
avail abl e to devel oping countries, and particular constraints faced by themin
di versifying into food processing, with special reference to four major areas
(horticulture, fish, neat and tropical beverages). The participants recognized,
however, that many of their findings were applicable to the issue of vertica
diversification by devel oping countries in all sectors.

2. The participants enphasi zed the inportant role of the governnent in
provi di ng an enabling environnment in which enterprises could flourish. Whilst
a sound and stable nmacroecononic and m croecononic policy was essential, basic
transport, power and tel ecomrunications infrastructure were identified as the
nmost i nportant physical elenents, coupled with mechani snms for encouraging

i nvestment in the processing industries, for pronoting the provision of export
credit and trade finance, for ensuring the control of product quality and for
bui | di ng manageri al capacity. Practical facilitation required, however, that
enterprises articulate and comuni cate effectively their core needs, possibly
through industry forunms. Participants reconmended that enbassies and | oca

m ssi ons be used nore effectively in gathering information, establishing
contacts in foreign countries and dissemnating the information gathered to the
busi ness community.

3. G ven the inportance of international standards in the context of the
WO s Agreenent on Sanitary and Phytosanitary Measures (SPS) and the Agreement
on Technical Barriers to Trade (TBT), governments of devel oping countries were
encouraged to participate nore actively in the work of the Codex Alinmentarius
Commi ssion and its subsidiary bodies, as well as in other internationa
standard-setting bodies. |In this context, UNCTAD and other organizations
shoul d explore ways to facilitate the effective participation of devel oping
countries in those bodies. Furthernore, participants stressed the need for
further trade |iberalization that would support vertical diversification in the
food processing sector in devel oping countries.

4, Wi | st one of the principal focuses was on the expansion of trade in
processed food products, which could provide new export opportunities for

devel oping countries, it was recognized that the donestic market al so
constituted a source of denmand for processed food products. It was recomrended
that countries and enterprises carefully consider the rel ative advantages of
production for the donestic market, the intra- and interregional inport market
of devel oping countries, the inport market of the Commonweal th of | ndependent
States and Eastern Europe, and the niche inport markets of the OECD countries.
Each had particul ar characteristics which caused the cost of entry to be quite
different frommarket to market. The reconmendati on was particularly ainmed at
the small and nedi um size enterprises (SMEs) which nmight be contenplating
devel opi ng or expanding a vertically diversified product I|ine.
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5. It was al so recommended that governnents encourage the private sector
to pay particular attention to the export opportunities which could arise
fromthe active pronotion of South-South trade in processed products and
fromtechnical cooperation anong devel oping countries, particularly in areas
relating to product presentation, marketing and quality.

6. Noting that marketing m ght be an expensive undertaking, the
participants were of the view that enterprises, particularly SVMES from
devel opi ng countries, mght derive benefits from cooperating anong

t hensel ves through, for exanple, sharing of information and joint filling
of orders to reach exportable volumes. G ven the technol ogical requirements
of sone processing operations, the need for finance, and the conplexities of
the marketing and distribution channels in the nore advanced export markets
in particular, the participants saw nerit in the establishnment of joint
ventures with enterprises in those markets as an efficient and cost-
effective way of providing supplies of the required quality and gaining
shel f space. Equally, the participants considered that joint ventures with
manuf acturers that had devel oped a degree of brand recognition and/or
successful businesses were a possible neans of overcom ng the extrenely high
costs of devel oping and mai ntaining a nmarket reputation. Furthernore, they
suggested the organization of regional private |abel fairs, especially in

t he devel opi ng regions, as a support neasure, and nmeasures to increase

awar eness of the existing fairs.

7. The participants noted that “Know your customer” was one of the nost

i mportant business rules for market penetration. |In that connection
however, they identified serious gaps in the availability of comrercially
useful market infornation, market expertise and advice available to
potential entrants to the various export markets. To overcone this, they
recommended that attention be paid both to filling these gaps, particularly
as regards industry statistics and benchmarks, and to coordinating the
supply and flow of such information frominternational organizations as wel
as fromentities such as inport pronotion agencies. They enphasi zed t he

i mportance of creating the capacity to use that information effectively and
recommended that serious efforts be made in this direction, for exanple
through training. In this connection, they also pointed to the inportance -
particularly with regard to the shift froma transaction-based to a

rel ati onshi p- based approach to marketing - of regular contacts between firmns
i n devel oped and devel oping countries, and recomended that the

i nternational comunity pronpte increased facilitation and effectiveness of
such contacts. In addition, the participants enphasi zed that these contacts
could al so assist enterprises in finding appropriate partners in devel oped
countries and in arranging for on-the-job training of staff from devel opi ng
country enterprises in devel oped country firns.

8. The participants recognized that in the food processi ng sector
packagi ng, |abelling and food safety standards were of special inportance in
a nunmber of export markets, especially in the OECD countries. Rules and
regul ations in these fields had been devel oped by a nunber of bodies,

i ncluding the WIO through the SPS and TBT agreenents. The |arge nunber of
domestic regul ati ons and standards, however, made adherence to them a
particularly difficult proposition for enterprises from devel oping countries
and could have a deterrent effect on their exports. The participants

t herefore reconmended that special attention be paid to the nutua
recogni ti on of packagi ng requirenents.
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9. The participants noted the need for increased financial and technica
assistance froma variety of sources, including export credit institutions,
as well as inport promption agencies in the devel oped countries, for viable
projects pronoting the exports of devel oping countries, and encouraged
governments and enterprises to make full use of the existing sources of

assi stance. They recogni zed, however, that information about these sources
was fragnmented and not adequately disseni nated anmong possi bl e recipients;
enphasi zed the need for better coordination and integration of assistance;
and encouraged donors to meke renewed efforts to remedy these problens. In
addition, they recommended that a portion of official devel opnent assistance
(ODA) be targeted to providing infrastructural support services for the
processing sector. The provision of training, and particularly the training
of trainers, was considered to be an inportant el ement of those services, as
was assistance in nmeeting the requirenents of the Hazard Analysis Critica
Control Point (HACCP) System

10. The Expert Meeting welconmed the initiative of the UNCTAD secretari at
in arranging for the participation of a substantial nunber of actors from
the business comunity in its deliberations, and encouraged UNCTAD to
continue to involve private sector representatives in its future dial ogues
and to facilitate contacts and pronote interaction anong busi ness peopl e.
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. CHAI RVMAN' S SUMVARY OF THE EXPERTS DI SCUSSI ONS

The role of the corporate sector, and corporate strategies

1. The Expert Meeting observed that the growmh of international food
trade had been high, at alnpbst 7 per cent a year during the previous 10
years, not nmuch | ower than that of trade in manufactured goods. One of the
fastest-growi ng segnents was fruits and vegetabl es, which, as a group, now
accounted for a larger part of international trade than grains. Secondly,
there had been a shift frombulk compdities to high-value comodities.
Thirdly, devel oping countries had not maintained their market share in

i nternational food trade, that share having declined fromover 40 per cent
in the m d-1960s to less than 30 per cent at the present time. Fourthly,
while trade barriers had becone |less inportant, trade standards were
continuously being made nore exacting, for instance in ternms of health
factors and quality, and it thus becanme very difficult for devel oping
countries to remain conpetitive. There were market opportunities for

devel oping countries, but it was often difficult to take advantage of them
because of a range of inhibiting factors such as lack of storage facilities,
processing infrastructure and tradi ng networks. The factors conmon to
successful experiences in diversification into processed food products were
the foll owi ng: conpanies had entered new markets well prepared; they were
wel | financed and well nanaged; they tried to offer consuner-oriented
products wanted by the market rather than the product they actually had “in
surplus”; and they based their relations on long-term objectives. The core
of a sound long-term export-oriented commpdity strategy was a solid and
stabl e commercial policy, building up strong relations with farmers,

consi deration of quality, and an active market pronotion policy.

2. The process of identification of market opportunities in the food
processi ng sector was extensively discussed. Markets were continuously
changing, owing to a variety of factors, such as shifts in market structure
and currency fluctuations. Marketing networks should be used as information
tools, and marketing strategies should be carefully devel oped.

Di versification into processing should be seen as a way to respond to the

i nformati on coming fromthe marketing network. General market research
based on desk research, would give a good first idea, but field research

was essential. Also, it was considered inportant that conpanies should
understand the markets into which they wished to sell, and nove away from
“transaction nmarketing” to “relationship marketing” - in other words,

towards the creation of longer-termcomercial relations. It was noted that
firnms needed to think in terns of a total services package, conprising
product and market research, marketing and distribution services, processing
technol ogy, transport and storage, and packagi ng.

3. Sout h-Sout h trade and interregi onal cooperation deserved nore
enphasis. In this respect, there was a particular need to enhance

i nformati on exchange on opportunities for South-South trade. Furthernore,
there was consi derabl e scope for technical cooperation anmong devel opi ng
countries with regard to the food processing sector. At the regional |evel,
devel opi ng countries could obtain advisory services on fish-product quality
control fromprojects (financed jointly by FAO and the Conmon Fund for
Commodities) such as | nfopeche (Africa), Infofish (Asia), |Infosamac (West
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Asi a) and Infopesca (Latin Anmerica). Services ranged from assistance with
i mpl enentati on of |egislation and provision of inspection services to
extension and training for fish industries as well as for artisana
fisheries. Modre generally, it was noted that FAO had recently revised its
Hazards Analysis Critical Control Point (HACCP) training nodul es and that
t he European Uni on had asked countries exporting to it to submt requests
for assistance with upgrading their facilities to nmeet HACCP requirenents.
Mor eover, the WIO Agreenent on Sanitary and Phytosanitary Measures (SPS)
stated that when investnents were required by exporting countries in order
to nmeet standards, inporting nenber countries should consider extending
assi st ance.

4, The availability of information, especially for small enterprises, was
felt to be a problem Despite the information revolution, sources of market

i nformati on were frequently not sufficiently publicized and access to market
informati on for specialized products was often difficult, partly because of

t he technol ogy required or the cost involved. The Expert Meeting therefore
suggested that better nechanisns for dissem nating market information be

expl ored. An encouragi ng exanple was provided by the fisheries industry, where
progress had been nmade in Africa, partly as a result of training and access to
i nformati on about prices. It was suggested that UNCTAD and the Internationa
Trade Centre UNCTAD/ WO, together with, for exanple, the existing European
trade promotion agencies such as Forum and chanbers of conmerce, and ot her
forums, strengthen their activities with regard to the provision of timely

mar ket information for conmodities and processed foods. Furthernore, it was
important to inprove the access of devel oping country exporters to

i nformati on on regul ati ons concerni ng market opportunities, packaging,

| abel i ng, health and safety, and environnment.

5. The inmportance of establishing long-termrelationships with customers
and joint venture partners was recogni zed. The business comunity felt that
there was a need to provide information on both market opportunities and
criteria for the identification of suitable joint venture partners.

Sonmetinmes, it was difficult for a developing country to find or assess
appropriate partners for the creation of a joint venture. Mreover, the
success rate of joint ventures was far fromoptinmal, because of |ack of trust
between the partners and because of divergent goals. Nevertheless, they were
seen as the best way of gaining access to technol ogy and market know edge,
and ensuring long-termrelationships. On the other hand, they m ght restrict

t he export options of the domestic joint venture partner. |In sonme countries,
pre-financi ng schemes had been used successfully in the context of joint
ventures. In addition, joint ventures were inter alia one of the best ways of

providing direct training for partners in devel oping countries, and
particularly internships in the inporting country to |earn about systems and
procedures. It was necessary to devel op working relationshi ps based on trust,
and not focus exclusively on serving markets in the short term Pronotion of
contacts between firns in devel oping countries and devel oped countries was
consi dered essential for laying the foundations for such relationships. 1In
this context, it was particularly inportant to avoid the marginalization of
countries, particularly in Africa, which at present |acked nost of the factors
attractive to devel oped country conpanies. Finally, it was suggested that

the UNCTAD secretariat carry out an in-depth analysis and case studi es of
joint ventures and successful and unsuccessful contracts between

transnati onal conpanies and their partners in the food processing sector of
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devel opi ng countries in order to assess the econom ¢ and soci al
reper cussi ons and inpacts of cooperation

6. The Expert Meeting found that the lack of access to finance often

i npeded vertical diversification in the food processing sector. Access to
adequate credit and finance facilities mght be provided by governnments or
techni cal assistance projects, or in tandemw th the appropriate

i nternational funding agencies. The UNCTAD secretariat was asked to provide
a list of financial instrunents and institutional mechanisnms that woul d be
rel evant to exports of processed food. Reference was made to positive
experiences in countries that had established “one-stop shops” as a neans of
pronmoting foreign investnent.

7. The devel opnent of brand nanes was seen as a viable option for |arge
devel opi ng country conpani es, but for npst small and nediumsize enterprises
the cost of devel oping brand nanes was considered to be excessive. Physica
mar ket conditions (e.g. transportation and conmmuni cati on costs) also linmted
the possibilities for developing a brand nanme. Partnerships with
established firns could alleviate the i nage problemthat devel oping country
firnms were facing, for instance through the use of established brand nanes
under franchising agreenents. Private |abel fairs, where exporters nade
bids to supply to the brand | abel’s specifications, were another option; in
this connection, the Expert Meeting suggested the organi zati on of regiona
private | abel fairs as a support measure. Using the best avail able
expertise in order to position products correctly for the penetration of
foreign markets was considered essential. As conpetition with well -
established international brands was always difficult, targeting niche

mar kets m ght be an alternative. Buyers could provide val uabl e support in
this regard. Another interesting approach was the pronotion of a country's
positive image, using the country name on the export product; this approach
m ght benefit small and nmedi um size enterprises in particular

8. It was noted that although many large firns were ready to enter the
world market, for nmpbst small and nediumsize enterprises this was nore
difficult. Many such firns were famly firms, which found it difficult to
devel op an entrepreneurial outlook. It was observed that success in
donestic markets was often a prerequisite for conpetitiveness in regiona
and, eventually, international markets. International conpetitiveness could
not be assessed, however, only on the basis of donmestic success in protected
markets. It could be argued that a staged approach for the penetration of
foreign markets, starting fromdonestic markets and noving to regi onal ones
whi ch di spl ayed simlar sociocultural characteristics, could be a viable
option. In this context, the opportunities in, for exanple, the rapidly
growi ng devel opi ng econom es of East and Sout h- East Asia and Latin America,
as well as the energing African nmarket-place, particularly for neat and
poultry, were stressed. A staged approach m ght al so consider noving into

| ess sophisticated markets, for instance in Eastern Europe, where the
transition process had created new nmarket opportunities, before tackling the
nmore refined markets of the highly industrialized countries. 1In order to

i nvestigate world market opportunities, exporters might consider such
measures as the self-organization of their export branches, making full use
of support given by export pronotion agencies and concentrati ng on exports
of sem -finished products, so as to ensure that firns were adequately

equi pped to exploit export opportunities in international food markets.
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9. It was felt that the role of the government in overcom ng nmarket
failures nerited further consideration. The existence of market
opportunities of which the private sector was unable to avail itself

i ndicated that there were such failures. The principal role of the
government in this regard, it would seem was to put in place stable
policies which would create confidence anbng private entrepreneurs, and to
provi de the necessary infrastructure, including a | egal and regul atory
framewor k which stinulated not only business activities and expansi on, but
al so the creation of joint ventures. It was noted that such a policy
framewor k shoul d be deternmined in close coordi nati on between the governnent
and the private sector. Moreover, there was a need to fill the gap between
the farmer in many devel opi ng countries and the consum ng mar ket by
devel opi ng the necessary infrastructure and skills. Both the governnent and
the private sector had responsibilities in this respect. Finally, it was
noted that food |egislation was |acking or insufficient in many devel opi ng
countries and that there was a |ack of trained personnel to apply good
practices and carry out control

10. The Expert Meeting observed that distribution practices also caused
mar ket entry problens for devel opi ng country exporters, particularly the
practice of some supermarket chains of requiring a listing fee and i nposing
ot her conditions before giving new products shelf space. However, it was
noted that such fees were negotiable and in this context exporters m ght
benefit from expert advice.

11. Supply capacity was felt to be a problem While nmarket access

barri ers had been reduced considerably, and many CECD countries were
interested in inporting fromnon-traditional suppliers, nmany devel opi ng
countries were unable to nmeet the standards required in OECD narkets. Apart
from product standards, packaging and | abelling often involved conpl ex
requi renents. Labelling requirenents often had exacting disclosure

requi renents, and many inporting countries were restricting the use of
certain packaging materials for environnmental reasons. Wile it could be
argued that this did not as yet constitute a major barrier to devel opi ng
country exports, since exports of packaged products fromthese countries
were still small, packaging regulations were an inmportant deterrent,
particul arly because these regul ati ons, as regards both environnmental and
other requirenments, differed between inporting countries. Exporters
therefore had, for instance, to differentiate packaging materials by

i mporting countries or by individual inmporting firms, which entailed high
costs. In addition, products from devel oping countries often failed to
attract custoners because of poor product presentation. On the particular
poi nt of eco-labelling, it was noted that all such schenes so far were
voluntary. The hope was expressed that although all countries should have
the right to establish their own regulations in this respect, standards
woul d be nmutually accepted. Finally, it was noted that it was often
difficult for devel oping countries, because of their limted resources, to
participate effectively in the discussions in the organi zati ons that set

i nternational standards. Therefore, expert neetings, convened by UNCTAD,
were regarded as an inportant forumfor formnulating the inpedinents facing
t he business community, especially in | east devel oped countries experiencing
difficulties in developing their exports. Also, it was considered
necessary to explore howto strengthen the role of devel oping countries in
st andard- setti ng negoti ati ons.
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12. The crucial role that could be played by innovati on was enphasi zed.
The devel oprment of production processes which corresponded to the climatic
and ot her characteristics of devel oping countries could inprove
conpetitiveness and assist diversification. It was observed that
privatization had increased productivity and pronoted innovation, as regards
bot h technol ogy and marketing approaches, including devel opnent of donestic
markets. In this vein, the nmerits of exploring niche markets were stressed,
as opposed to conpeting in food narket segnents where |large internationa
firms enjoyed well-established narket presence. One exanple given was that
of organic and health foods, where considerable opportunities existed for

hi gher val ue added products. It was noted that guidelines for organic food
producti on had been prepared by the European Union and the United States,
and that a code of practice had been issued by the International Federation
of Organic Agriculture Movenents.

The rol e of governments and international organizations

13. A proper macroecononi c environment was essential for successfu
vertical diversification in the food processing industry. This included
basic commercial infrastructure (electricity, water, telecomrunications,
transport facilities, etc.), as well as a legal and regul atory framework
which stinulated investnent. The attitude and role of governnments was very
i nportant, but to define these properly governnents would have to interact
actively with the business community.

14. The optimal role of the government depended on the conditions in each
country. In principle, governnments should “facilitate, not participate”
in the sense of providing infrastructure and other basic services. However,
in practice, the weakness of the private sector in some countries m ght
necessitate a nore active role on the part of the Governnent. The roles

t hat governnments might assune included the carrying out of research and
devel opnent, the provision and dissenm nation of marketing information, the
supply of common support services (quality control, marketing), the
provision of finance, and training. Export pronotion mght be useful in
many countries but should focus on providing services to small and nedi um
Size enterprises.

15. In today's conpetitive world markets, firms had to conpete on the
basi s of a conprehensive service package, and not just on the basis of
costs. For developing country firns to be able to do so, an inportant
capaci ty-buil ding exerci se was consi dered necessary. This required
assi stance both from national governnents and fromthe internationa
conmuni ty.

16. Many support services were being provided by a range of national and
i nternati onal organizations, including generic marketing and pronotion
advi ce and training, packaging and design skills, information supply, and
support to brand nane devel opnent. The Expert Meeting consi dered that
efforts should be nmade to inprove coordination, and to avoid duplication
bet ween such organi zations and i ncrease potential users’ awareness. The
enterprise sector should benefit fully fromtechnical cooperation
activities. Also, devel oping countries’ enbassies and/or other
representative offices could play a nore inportant role in the
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di ssem nation of trade-related information and be used nore systematically
in the informati on network of international and national trade pronotion
or gani zati ons.

17. Quality control and health and hygi ene standards were a key area in
the successful devel opnent of the food processing industries. In addition to
i nternational instruments (such as the Codex Alimentarius), industrialized
countries applied donestic guidelines (such as those of the United States
Food and Drug Administration) to regul ate safety, health, environnenta

consi derations, packaging, aninmal health, and | abelling of food inports.
O'ten, the domestic guidelines were far nore exacting than the internationa
ones, and differed fromcountry to country. The responsibility for “due
diligence” rested with the producer and/or exporter. The HACCP system was a
response to the fact that producer countries were responsible for ensuring
adequate quality control throughout the food chain, and was a requirenent
mainly in the United States, Canadi an and European markets. It conprised an
anal ysis of biological, chem cal and physical hazards, identification of
critical points, setting of permissible limts, nonitoring and checking
procedures, and corrective action. It was initially developed in the
fisheries sector, but the nethodol ogy was now being applied to many ot her
food sectors.

18. Different nodalities existed for ensuring that devel oping countries
met the requirenents regarding quality control and health and hygi ene
standards. Support from governnents, non-profit organi zati ons and

i nternati onal organi zati ons was seen by the experts as having been crucia
to the devel opnent of the food processing industries of the countries
concerned. Exanples were provided of the government’s crucial role in

| aunchi ng the HACCP system This had led to great success in exports of
fish and seafood. The services provided by governments could range from
processi ng research (including species preservation and bi ot echnol ogy),
through training in quality-upgradi ng nmeasures (handling techniques, quality
control techni ques, contam nant |evel control) to inspection, surveillance
and verification and certification services. Simlarly, non-profit

i ndustrial research organi zations run, for exanple, jointly by groups of
interested enterprises could deliver training in food safety hygi ene and
quality control, or provide HACCP training. Both governnent-based and
private sector initiatives of this nature could |lead to beneficial technica
cooperation activities anong devel opi ng countries.

19. The Ghanai an, Cuban and Thai cases were anobng the illustrations of
devel opnent of expertise wth strong commtnment and support fromthe
governnment sector. In Thailand, for exanple, the push for quality contro

in the fisheries sector had come from major inporting markets, such as
Japan, which originally shaped Thail and’ s inspection system Subsequently,
Thai l and, with support from FAO introduced the HACCP system for fisheries
products, and was now expanding its application to other food sectors.
Currently, it was in the process of concluding equival ency agreenments with

i mporting countries (an agreenent with Canada had al ready been concl uded,
whi |l e agreenents with the United States, Australia and the European Union
were inmmnent). These entailed reciprocity in fish inspection systens, thus
greatly reducing costs. Having acquired considerable expertise in this
area, Thailand was now assisting other devel oping countries (e.g. Viet Nan)
in upgrading their quality control systens. |t was considered of particular
interest to see how governnment support could lead to the devel opment of a
successful export sector
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20. Conmer ci al conmpani es were al so available - to set up quality contro
systems or to provide third-party testing and certification of produce to
conply with inport market requirenents. Specialized conpanies, for exanple,
provi ded i ndependent services specifically geared to agro-industria

exports, covering the full food-supply chain, and offered training of
trainers so that devel oping countries could build up the necessary in-
country experti se.

21. A rel ated point nmade concerned the need for devel oping countries to
institutionalize in their donmestic markets the sanme quality and health and
hygi ene standards that applied in export markets. Although this m ght be
perceived as a cost, such standards would actually pay off in terns of
savings in health costs.

22. In spite of efforts made by various organi zati ons, such as WO, FAQ
UNI DO and other bodies, in the area of quality control and health and

hygi ene standards, it was recogni zed that small and nedi um size enterprises
i n devel oping countries still faced enornous difficulties in accessing

i nformati on. Thus, a m sconception regarding the setting up of inspection
systems could dramatically inpede diversification efforts. The case of

I ndi a, Bangl adesh and Madagascar, from which the EU had refused to inport
fish that did not neet its sanitary requirenents, was a good illustration of
how costly an inadequate appraisal could be. Furthernore, it was noted that
deci sions of large companies regarding quality could have a real inpact on
future nmarketing opportunities. For instance, a major frozen food conpany
had signed an agreenent on the Marine Stewardship Council with the Wrld

W de Fund for Nature under which, by the year 2004, it would only buy fish
caught with guaranteed environnental ly sound nethods.

I mplications of the Uruguay Round for vertical diversification

23. The Expert Meeting discussed to what extent the results of the
Uruguay Round contributed to facilitating the trade of devel opi ng countries,
and whet her governnents were nore constrained in the choice of their
diversification policies. The Uruguay Round was felt to have provided
multilateral trade rules which would create nore transparency and ensure
nmore stability and predictability in world trade, which would be beneficia
for long-terminvestnments. Sonme experts noted that although devel opi ng
countries had noved to inplenent the Uruguay Round Agreement and had

consi derably reduced their subsidies to food producers, some devel oped
countries continued to provide such subsidies. It was recognized that
export subsidies granted for agricultural products by some countries were
still high and had rmade exports from devel opi ng countries unconpetitive in
nearby markets, that tariffs in sone countries were still prohibitive, and
that commitnments on tariff reductions left a great deal of flexibility to

i mporting countries with regard to their inplenentation, thus reducing their
impact. On the other hand, it was al so recogni zed that the internationa
tradi ng system was now based on tariff-only protection and that both export
subsidies and inport tariffs were being reduced. Regarding diversification
policies, the experts took note of the fact that special exenptions existed
for devel oping countries under the Uruguay Round Agreenent on Agriculture.
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These al |l owed donestic support neasures, for exanple in the form of
subsi dies to reduce nmarketing costs (incurred in the devel opment of
infrastructure, quality enhancement schenes, etc.).

24. New regul ati ons on the use of sanitary and phytosanitary nmeasures (SPS)
had a significant inpact on the food sector. Although this appeared to create
new barriers to trade, it was argued that in fact the main result was the

i nposition of discipline and increased transparency regarding the use of such
measures. Technical assistance was avail able for devel oping countries on
issues related to SPS, but it was observed that awareness of such assistance
by potential beneficiaries was |lacking. It was also observed that, under the
SPS, national standards had to be based on science. There was as yet little
experience of how this requirenent would be applied in practice, but in the
one case decided so far by the WIO di spute panel, the scientific basis for the
particul ar trade neasure taken had been rejected.

25. It was observed that significant obstacles to exports could energe as a
result of actions not by governments, but by non-governmental organizations
(NGCs), in particular those with environmental objectives. Aquaculture of
shrinps in tropical countries was cited as an exanple of an industry which had
been the subject of a canpaign by NGOs alleging that this industry contributed
to the destruction of coastal ecological systens, particularly mangrove
forests, and led to the displacenment of |local comunities. This canpaign had
done consi derabl e damage to the shrinp farm ng industry, especially since it
had no possibility of recourse and since it was difficult for producers and
produci ng country governnents to draw attention to their rebuttals of the
NGOs’ arguments and to the efforts they were nmaking to |l essen or elimnate
negative environmental and social inmpacts. In this connection, it was

menti oned that FAO was planning to undertake a regional project in South Asia
whi ch woul d attenpt to gather infornmation on the various inpacts and prepare
an unbi ased assessnent. More generally, it was suggested that business
comunities affected by negative canpai gns needed to work together not only

wi th governnents, but also with the NGOs thensel ves, to resolve the probl ens.
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[11. ORGAN ZATI ONAL MATTERS

A. Conveni ng of the Expert Meeting

1. In accordance with the agreed concl usions adopted by the Commi ssion on
Trade in Goods and Services, and Commpdities at the closing neeting of its first
session on 21 February 1997, 1/ the Expert Meeting on Vertical Diversification in
the Food Processing Sector in Devel oping Countries was held at the Palais des
Nati ons, Geneva, from1l to 3 Septenber 1997. The Meeting was opened on

1 Septenber 1997 by M. Rubens Ricupero, Secretary-Ceneral of UNCTAD.

B. Election of officers

(Agenda item 1)

2. At its opening neeting, the Expert Meeting elected the follow ng
officers to serve on its Bureau:
Chai r man: M. J.S. Haakma (Netherl ands)
Vi ce- Chai r man- cum Rapport eur: Ms. C. WIlians (Doninica)

C. Adoption of the agenda

3. At the sanme neeting, the Expert Meeting adopted the provisional agenda
circulated in TD/B/COM 1/EM 2/1. Accordingly, the agenda for the Meeting
was as foll ows:

1. El ection of officers
2. Adopti on of the agenda
3. Opportunities for vertical diversification in the food

processi ng sector in devel oping countries

4, Adoption of the report

D. Docunentation

4, For its consideration of the substantive agenda item (item 3) the
Expert Meeting had before it a report by the UNCTAD secretariat entitled
“Opportunities for vertical diversification in the food processing sector in
devel opi ng countries” (TD/ B/ COM 1/ EM 2/ 2).

1/ See Report of the Comm ssion on Trade in Goods and Services, and
Commodities on its first session (TD/ B/ 44/5-TD/ B/ COM 1/6), annex |, para.
5(a).
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E. Adoption of the report

5. At its closing neeting, on 3 Septenber 1997, the Expert Meeting
authorized the Rapporteur to prepare the final report of the Meeting, under
the authority of the Chairman, to include the agreed recommendati ons adopted
by the Expert Meeting (see section |I) and the Chairman’s summary of the
experts’ discussions (see section I1).
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ANNEX
ATTENDANCE */
1. Experts fromthe follow ng States nenbers of UNCTAD attended the
nmeeting:
Al bani a Madagascar
Argentina Mal aysi a
Bangl adesh Mauritius
Bel ar us Mexi co
Bel gi um Net her | ands
Beni n Ni car agua
Bolivia Ni geri a
Bot swana Nor way
Brazi | Paki st an
Canmer oon Par aguay
Chile Peru
Chi na Phi | i ppi nes
Col onbi a Pol and
Cdte d' lvoire Qat ar
Cuba Romani a
Czech Republic Russi an Federation
Domi ni ca South Africa
Ecuador Spai n
Egypt Sri Lanka
Et hi opi a Sudan
Fi nl and Swazi | and
CGeorgi a Swit zerl and
Ger many Syrian Arab Republic
Ghana Thai | and
Hondur as Trini dad and Tobago
Hungary Tur key
I ndi a United Kingdom of Great Britain
I ndonesi a and Northern Irel and
Iran (Islamc Republic of) United Republic of Tanzania
I raq Ur uguay
Italy Venezuel a
Jamai ca Vi et Nam
Japan Yenmen
Kenya Zambi a
Kyrgyzst an Zi mbabwe
Luxembour g

2. The International Trade Centre UNCTAD/ WO was represented at the
Meet i ng.

*/ For the list of participants, see TD/B/COM 1/ EM 2/ 1 NF. 1.
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3. The follow ng specialized and rel ated organi zati ons were represented at
t he Meeting:

Food and Agriculture Organization of the United Nations
United Nations Industrial Devel opnment Organi zation
Wor | d Bank

The World Trade Organization was al so represented at the Meeting.
4. The follow ng intergovernnental organizations were represented at the
Meeti ng:

African, Caribbean and Pacific G oup of States

Arab Labour Organi zation

Comon Fund for Comodities
Organi zation of the Islam c Conference

5. The follow ng non-governnental organizations were represented at the
Meet i ng:

CGeneral Category

I nternati onal Confederation of Free Trade Uni ons
Worl d Federation of United Nations Associ ations

Panel | i sts

M. John G les, Divisional Director, Produce Studies Inc. (UK)
M. Don Mtchell, Senior Econom st, Wrld Bank

M. Herbert Qberhansli, Assistant to Chairman, and Head, Econom c
and International Relations, Nestlé SA (Swtzerl and)

M. Steve Pattinson, Sales and Marketing Director, Rainbow Farms (Pty.)
Ltd. (South Africa)

M. lan Crawford, Professor of Marketing, Cranfield University (UK)

M. Khoo Khee M ng, Business Devel opnent Director, Sinme Darby Plantations
(Mal aysi a)

M. P.K Awa, Mnaging Director, Ghana Cocoa Processing Co. (CGhana)

M. Neil Robson, Senior Advisor on Packaging, International Trade Centre
UNCTAD/ WO
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M. Graham Lute, Director, Conmunications, Nestlé SA (Swtzerl and)

M. Fernando Casij, Representative for Europe and Director of Ofice
in Brussels, Association of Col onbian Coffee Producers (Col ombi a)

Ms. Cornelia WIllians, Oficer-in-Charge, Eastern Cari bbean States Export
Devel opment Agency ( CECS/ ECSEDA)

M. Lionel Col by, nmeat consultant (UK)

M. Marc Hochuli, Vice-President, Consuner Products Services, Société
Général e de Surveillance (Switzerland)

Ms. Sirilak Suwanrangsi, Chief of Fish Inspection Center, Departnment of
Fi sheri es (Thail and)

M. Amadou Tall, Director, | NFOPECHE Africa

M. Andras Sebok, Deputy Director, Devel opnent and Quality Institute for
Forei gn Food Industry, Hungary

M. Christopher Carson, Counsellor, Wrld Trade Organization

Ms. Maj da Petschen, Economic Affairs Oficer, Wrld Trade O ganization



