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ABSTRACT
There are two assumptions regarding regulatoryunsints under the globalizing economy. These are:
(1) increasing role of private standards in shapiregeconomic activities of developing countries] é2)
diminishing role of national institutions in “opeahd “liberal” markets. In other words it was calesied
that global private standards would eventuallyaeplalready weak or absent national and local
institutions in developing countries. The purpokew paper is to suggest an alternative interpcetao
this widely held view about national regulationsl amstitutions in developing countries under thevin
standard regime’ in the food and agricultural seatoere the regulatory framework is traditionally
stronger at national level.

The role of national regulatory institutions is swered to diminish as the countries compete in the
“open” and “liberal” global market since firms awbliged to comply with global private standards.
Instead, we have observed cases in developing reesimthich demonstrate an opposite phenomenon. In
these cases, the local and national institutioaphcity had actually being enhanced through legnmn

the “open” and “liberal” market at global level. dther words, we discovered that while the global
(private) standards intend to control and shapeti@omic activities in developing countries thioug
value chains, the local institutions also weredfarmed in a co-evolutionary manner to sustain the
viability of existing local economic activities.

This paper hence tries to illustrate our argumetit vases from developing countries to demonshrate
the process of adapting to survive in the ‘newmegi—compliance to global (private) standards—may
have positive impacts on national and local instins. Moreover, we intend to highlight some common
features of transitions which are taking placesiguiatory frameworks within the context of a global
‘new standards regime’ (public-private regulations)

We will discuss the following cases of standardsgiance and their impacts on enhancement of
national and local capabilities: (1) the salmomrfiaug industry in Chile, (2) and the fresh agrictdtu
products in Mexico. These cases illustrate the dexnipteractions between global standards (both
private and public-private) and national and ldnatitutions. As the cases are slightly differehg
comparison brings about interesting dimension#lustrating institutional capacity building ‘trajexies’
from both private and non-private standards.
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1. Introduction

Through global integration, developing countries imcreasingly being incorporated into the glothelin

of production. Under such process, the agro-foatiygetion system has drastically transformed taratta
economic efficiency through applying uniform crigefor product to take advantage on integration of
production system across the borders while accoratimggl diverse market preferences through
differentiations. In this context, the use of glblsandards has increased and transformed from
conventional ways of ensuring minimum standardsféad safety and quality at national level to the
coordination tool for global food production systesiwell as the means of product differentiatiarcks

as organic, fair trade, socially responsible to @anfew).

The use of standards can promote global integratiomugh ensuring uniform level of standards in
quality while marking the differences among produntglobal market. In such dichotomous process, th
role of national institutions—which conventionakyted as the independent regulators, promoters and
developers of standards and regulations at natiemel—comes under scrutiny of global market. This
follows the argument of scholars from various slos@@ences (Giddens, 1990, Lipsey, 1997, Held et al
1999, Stiglitz, 2003) which state that globalizatiputs national policy and regulations under exkern
forces such as foreign policy and internationabpoees in meeting—not national—but the global needs
This makes it difficult for a single state, partanly those in development, to have meaningful tatguy
control over its domestic affaires. On one extreinis, possible to argue that government in devielpp
countries will no longer regulate, promote and digvestandards and regulations as they simply come
under the global governance.

Despite possible averse effect on regulatory autgnin developing countries, the use of global
standards can facilitate finding the right trajeet® for development and innovation to enhance
competitiveness and can offer learning opportunitierough acquiring knowledge in ‘packaged’ or
‘codified’ form for the catching up countries. Thigould allow these states to allocate their limited
resources directly into new activities suited foegent day context of global economy. In fact, méce
studies have illustrated how innovation processthassformed into multi-stakeholder activities whic
require to exploit systematically existing knowledge by camding new uses and devising fresh
combinationgTeubal et al, 1996). These imply the reliance xisting global standards as an efficient
step towards freeing institutional capacity towasystematic coordination, integration and search of
existing knowledge to contribute an innovation @ex; aNeue Kombinationusing the term by
Schumpeter.

The grasping the current situation on standardsptiance, particularly in relation to the national
institutions, would offer new insight in understarglhow the certain industries in developing coigstr
could be able to build up their capabilities ag/thaee integrated into the global production netwoitks;
therefore, important for developing countries tokat the issue of standards compliance not only as
short term clearance to enter the global marketasua long term strategic solution to enhance local
capabilities. It is often considered that on glob@bate standards such as ISOs, developing cesndre

on losing ground due to their limited resources &ndwledge (Clapp, 1998); however, emerging
understanding suggests that systematic use ofirexistandards may create new space—hiche—for
capacity enhancements. Here in our paper, we wiltd answer the questioftiow did compliance
with private standards enhance capacity of local ah national institutions?” through looking at the
case studies of food and agriculture products iribbeand Chile.



2. Theoretical discussion
2.1. New functions of standards in globalizing ecamy

In general, standards support both conformity andrsity: they act as “external points of referénce
(Hawkins, 1995: 1) for assessing the performancality and physical characteristics of products or
services. Standards perform four broad types oftians to define: (1) interfaces and compatibilit)
minimum quality; (3) achieving reduction of variegnd (4) standards of information and production
description (Swann,1999: 12) and these functiores @nventionally a part of the “set of rules”
determined by the public sector. In agro-food sedtandards were conventionally established aed us
by the public sector to mark the minimum qualitgl @anitation to facilitate the exchange of commesdlit
while ensuring the public safety.

The use of standards in agro-food systems has bgmnded in the present context. Unlike the
conventional ways to ensure minimum standards dod fsafety and quality for promoting scale and
homogeneity of products, standards are increasinggyl for the purpose of differentiation in promgti
scope of products. Furthermore, private standardsbaing used to coordinate complex production
processes that go beyond national boundaries @ms’dength’ and growing prevalence of these private
standards convert these irde factonorm in international trade. In such context,ecédme evident that
private sector has a much bigger role in decidimgdontent of standards compared to that in the pas
(Cutler et al., 1999). In fact, standards are iasimgly being set by supranational bodies suchlas E
private entities such as ISO or NGOs such as Fgr&tewardship Council (FSC), monitored and
executed by different private entities, the roleegulatory institutions at national level wouldeetually
diminish. This trend is considered irreversiblecsifirms seeking global acceptance for their prtgiaee
compliance with internationally well accepted st@ams inevitable to bypass unnecessary auditing from
business partners as well as from potential buyers.

Kaplinsky and Morris (2001), from the perspectifglobal value chain, pointed out an emerging fesatu
of global private standards such as ISOs and HAG@Rslation to governance. They claimed that in
global era, increasing use of global private stesslavould overwhelm the regulative function of patl
and/or local governments. Kaplinsky and Morris (P06tated that the increased use of global private
standards assigned different governance powersskigige (rule-setting), executive (assisting/difug

and judicial (monitoring)—to different private digis. For instance, in case of ISO standards, the
legislative power belongs to Committee of ISOs Wwhsets the standards, the executive power rests
within consultancies or other organizations witlowtedge on the standards and the judicial powes res
within auditing firms which monitor the firms in iication process. These observations were fatuse
on private sectors; therefore, there were littleecage on the transformation in the role of nationa
institutions in their studies.

A number of existing literature suggest that thsuésof private standards follows the line of argoime
made by Giddens (1990) and Held et al (1999), whewed globalization process as spread of
superterriotriality. They stated that globalizatiotensified social relations and “link distant #dity in
such a way that local happenings are shaped byt @emurring many miles away and vice versa’
(Giddens, 1990:64). Lipsey (1997) also statesttere is allocation or transfer of the power ofioradl
government upward to supranational bodies (i.e WEATT, EU, NAFTA etc) and others downwards to
more local levels of government. Stigliz (2003)cdisses the diminishing economic role of national
institutions under globalization to make the finahsystem more integrated. Wolf (2001) gives the
practical example from financial area mentioning itmpossibility of controlling the taxation by angle
government since people are increasingly purchagioglucts in other country via internet to avoid
paying taxes. Furthermore, when discussing conmngetgupragovernmantal regulation such as global



private standards, Meidinger (2008:526) discuskegpbtential of such superagovermental force fallin
into imperial claim: “activists from wealthy courds threaten to get their consumers to boycott
commodities that do not meet their standards, ftbiesng producers in developing countries to comfor
to developed country standards”. The influence loba standards are especially extensive for the
agrifood sector due to the increasing enforcemémtaceability which made production and processing
stage that takes place in developing countriessubgct of control.

In fact, Clapp (1998), based on the case of ISOQ46@&imed that implementation of such private-led
standards can be disadvantageous to developingrissjnwhich lack financial and political power in
effectively influencing the determination of thentents of the standards. Other studies mentionthieat
use of standards transforms the industrial streatwe to such unequal power relationships. Foamts,
Blind (2002) demonstrated that standardization wdntrease the concentration of industry with his
analysis of data from 19 sectors. Bains, Deaton Bustch (2005) identified impacts caused by both
public (WTO) and private standards on agro-fooddpation in developing countries. They claim that
current agro-food system can be politically shagredugh controlling the standards. These literature
suggest that increase in use of global privatedstals may have long term detrimental effect for the
future capacity and independence of industry aneig@nce capacity in developing countries.

2.2. Impact of global private standards on nationategulatory bodies

The previous view can lead to believe that the letgry function of national institutions in develog
countries would eventually be replaced by the dlob@&s as the industry is integrated globally wige

of private standards. It is true that as much ef$louthern countries lack stringent regulationsasibnal
level so these international standards often comghdé much needed regulatory institutions (Tall@ntir
2007). In fact, global value chain literature pdweicase studies that illustrate how global buyers
coordinate fragmented governance power structudeliver necessary products at ‘arms’ length’ from
developing countries (Dolan and Humphrey, 2000;Wadd Waltrang, 2004; Giovannucci and Ponte,
2005).

While the increased use of standards in developeshtdes carriesegative impactso governance
capacity in developing countries’ regulatory sphesveral studies on use of standards consideti bt
use may creatdynamicandpositive impacts to national and local institutioi$iese studies point out the
following points.First, global private standards can signal trajectoieesfuture regulation for various
stakeholders. Although it is a reactive strategyemwthe stakeholders do not have to search fatghe
direction, they can allocate only sufficient resms to compliance (Buysse & Verbeke, 2003: 460).

Second global private standards can enhafe&ning activitiesthrough interaction. Fulponi (2006)
suggests the potential learning opportunity froamdards for suppliers in both developed and devdop
countries through global interactions. Moreoveudgt by Unnevehr (1996) identifies that adapting to
global private standards requires the action tbasdgeyond simple copying. His study on adaptaton
supposedly generic process standards (HACCP) deratess that compliance actually required deep
knowledge and understanding on the specificityh&f sector (Unnevehr, 1996). In other words, it is
possible to say that standards compliance stimsilaieractive learning and contributes to further
systemic change at different levels.

Third, the compliance to standards may enhance the itapa@ct collectivelyamong stakeholders to
build the common platform. The act of compliatcestandards is not the solitary act by a singi® fi
but it requires collaboration among various stakddrs (lizuka, forthcoming in 2009). It is also pitde
to consider standards compliance as the replicatiarodified organizational knowledge in the fori o
Template (know-how) as opposed to the Principlegkuavhy), following the literature on replication of



organizational knowledge (Jensen and Szulanski7,2Banden-Fuller and Winter, 2007, Szulanski and
Jensen, 2008). The existing research results lwas#dte study of franchising demonstrated that fialith
copying to Template have successful performancéha@tbeginning stage of learning process than
adapting to Principles. In other words the comml@to standards—more codified version of Template—
can considered as an efficient model of learnimgoizational knowledge.

Fourth, though these standards promote harmonizatiorradfepure or production process, these also
allow the diversity at the local site. Many emergiprivate standards associated with agricultural
products are intended to reflect improvement iniremvnental and social welfare (child labour, labour
conditions in general etc) at the production ditigher compliance and leadership in the regulatony
requires more stakeholders’ involvement and ressurallocation in manufacturing technologies,
employee skills, organisational competencies, foraystems and procedures, and strategic planning
reconfigurations (Buysse & Verbeke, 2003). To nthetfundamental goal of these standards; therefore,
requires long-term and in situ—or local— and diviéesl solutions(Katz, 2006). In other words, while
the standardization may require uniform outcome—¢benpliance—the way in which stakeholders
achieve the outcome are diverse.

Fifth, the standards and certifications allow consumersxpress their environmental and ethical
concerns through acts of purchasing (Raynolds, 20&dlontire, 2007; MacDonald, 2007; Blowfield
2007; Utting, 2007) therebsxtending the participation of consumers in govagrprocess

Likewise, for regulations and standards to be naagbublic or private it is necessary to know who
legislates them, who executes them, and who manéod enforce them. If the process in whole is done
by public entities, it is assumed to be a publandard/regulation; if it is done by private partigss
assumed to be a private standard/regulation; bswriie parts of the process (legislation, execution,
monitoring) are done by public and other parts hygpe parties, it is assumed to be a public-peavat
partnership. The new standards/regulatory regiftethie static view for a more dynamic one, whéee t
State and the private collaborate in one or morthefregulatory functions at global, national aodal
levels.

The dynamic nature of this impact has often beedistl focusing on firm level (Dolan and Humphrey,

2000, Perez-Aleman, 2002, Quadros, 2002, Nadvivdalirang, 2004) except for a few that focused on
institutional aspects of industrial associationsré2-Aleman, 2002, Nadvia and Waltrang, 2004). The
transformation process of national institutions,tlasy interact with global economy, is not yet well

documented.

The issue of standards in the agro-food sectof éspecially great concern for the developing coest
This is because agricultural and food products cmamreater proportion of exports in many deveigpi
countries with particular growth in fresh and miaiiy processed export products in recent years
(Reardron et al, 2001). Moreover, agricultural deds have triggered important contributions to the
historical discussion on commodity trap (Singer5@9 Prebisch, 1963) by creating new market
opportunities and value added through product idiffgation.

3. Methodology

This paper aims to illustrate the transient featfreole of national institutions as the industmirgits
local capabilities in course of global integratiolVe try to do this by focusing on the standards
compliance process and how both public and privestiutions are involved in this process.



Our research question i$4ow did compliance with private standards enhancecapacity of local and
national institutions?” We are going look at two rather successful Latinefican cases on agrifood
industry with reference to standards compliancees€hare: Case of Chilean farmed salmon and Case of
Mexican vegetables.

These two country cases are complementary. Chitear looks at chronologically different cases of
compliance to illustrate the changes in the waypthielic and private institutions interact while Mean
case looks at different ways in which public andade sectors confronting the challenges on staisdar
snhapshot. To compare in total of four cases in ¢aoantries, common framework to look at the role of
national institutions was adopted based on Kapjirekd Morris (2000). They distinguish governance
powers into legislative (rule-setting), executiasgisting/diffusion) and judicial (monitoring/entorg).

In the case studies, as we describe these cased|l\atempt to identify “who” is playing “what”ale so
that overall picture of institutional role of statdll be apparent.

Both case studies are constructed with the secprraar qualitative data collected during the fieldkwo
The case of salmon is based on interviews, surasgissecondary data obtained from the fieldwork
conducted in March-May 2004 in Chile with variouastitutions related to the salmon farming industry
from the public sector, private sector and civitisty as well as surveys from the firms. The 46rop
ended semi structured interviews to related stakeh® and 62 semi-structured firm-level surveys are
conducted in order to explore the complexity ohsitions in the way government is involved in this
process. The other supplementary information oionatk institutions was collected through document
and web sites. The case of Mexican fresh agriallfunoduct also follows a qualitative approachngsi
open-ended and semi-structured interviews as wallLiastionnaires applied to firms and industry
associations CEQO'’s; secondary sources of informatiere also used. Data gathering took place from
November 2007 to April 2008. Again, these casestudied to show how organization and institutions
respectively enhanced their capacity in their gptsnto comply with international private standafiars
food safety.

4. Chilean salmon farming industry

4.1. Background to the industry

The salmon industry in Southern Chile represemiataral-resource based industry, which has
demonstrated strong export growth since its estafplent in the mid-1980s. In 2006, this industry
exported approximately 628,000 tons (round andnesé) and earned $US 2 billion, making it a top
exporter of farmed salmon in the world after Norw@glmonChile, 2007). The Chilean contribution to
the world supply of salmon has increased tremengddaushe past 10 years (Figure 1). As earliernfed
salmon increased it share against extractive odeamently it has 70% of total production in tharket,
of which, the half, 35%, is produced in Chile.

700

600 ﬁ

—o— Norway

—=— Chile
/ -/ —a— UK
/ —>¢— Canada

l}

thousand ton

—=a— Faroe Islands

N w
o [=]
] ]

Figure 1: Main exports of
farmed salmon and trout,
1990-2007

Source: Salmon Chile,
2007

i
o
<]

Yo, ©
%




The salmon farming industry shares some aspectteatharacteristics of many non-traditional natural
resource based industries in the Latin Americamored he growth of the salmon industry followed a
typical tendency of Latin American firms as mengédrnn the work of Cimoli and Katz (2003) — an
increase in the concentration of larger firms, @ pntensity of its production, and foreign owrtgps
However, at the same time, many studies (e.g. Morgtal., 2000; Katz, 2006; Montero, 2004;
Pietrobelli and Rabellotti, 2004) have recognidezidtrong development of a local production netvasrk
cluster in the industry to underpin its succest fteedless to mention that farmed salmon is tnem
traditional exports flourished under the Chiledoeial trade policy and promotion in diversificatiom
export products.

Currently, almost 100 % of salmon are exported ftémile as this product was originally promoted for
export. During the 1990s, 50% of products in vairens were exported to Japan; currently exports in
2006 are more diversified to US (41%), Japan (4Bajppe (5%), Latin America (6%) and others (7%).

The industry now includes diverse participants fittva private, and public sectors at global, natiand
local level. The actors in the private sector exjgahas the salmon clusters were consolidated.diociu
of a diverse array of actors both at local and glédvel and increased scale of production made the
regulatory system a complex one. This is partityikaue in the 2000s as firms increasingly neebed
meet both local and global requirements. Here,dages from different time periods are examined to
demonstrate how the local regulatory system ineeés complexity and evolved over time as the
industry integrated globally.

4.2. Regulatory framework of salmon farming indystr Chile

Currently, there are several institutions involwedegulating the salmon farming industry. The viray
which these institutions interact increasingly eeacomplex due to the expansion and extensioneof th
industrial structure.The main sectoral regulatiogyofor the salmon industry is the Undersecretdry o
Fishery (Subsecretaria de Pesca) and the Natiastaiy Service (SERNAPESCA). These institutions
have belonged to the Ministry of Economy since 19&regards to the salmon farming industry, the
Undersecretary of Fishery set rules for export psies through adapting international regulations for
local and sectoral contexts, obtaining informatonsanitary regulations from the government of ratairk
destinations and acting as national guarantor eptbducts elaborated by the firms that are cedifvith
their standards. The National Fishery Service astthe operating arm of the Undersecretary of Bishe
It monitors firms, certifies the laboratories tleaamine the firms, enforce certification and grant
certification to the firm in case of compliance the process of monitoring, the National Fisheryvige
also promotes their standards through trainingtaaknical advice. The Undersecretary of Fishery als
participates in the negotiation of regulatory matteoth at bilateral and multilateral trade agresime
(such as FTA and APEC).

There are several institutions that operate undgomal regulations. Although these institutionsnad
directly interact with nor address global privat@nslards, the trajectory of national regulations is
increasingly aligned to what is happening in trabgl context, due to the fact that a major propartf
the salmon is exported to developed markets. Rbamte, the Agriculture and Livestock Service (SAG:
Servicio Agricola Ganadero), which belongs to theistry of Agriculture, regulates the chemicalsdise
in fish rearing (such as vaccines) and fish fedtkSE are essentially national regulations; howele to
the implementation of traceability, the global regments are increasingly being reflected at thimnal
level.

Another important feature of the current regulativaynework is complexity at the local level. For
instance, for a salmon processing plant to contitsugperation, the plants will be regulated by the
Superintendent of Health and Sanitation ServicE$$for discharged water, sewage and effluence
inland, while the Maritime Authority, the institoti belonging to the Chilean Navy, deals with the
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discharged water into the sea and the NationakRystervice deals with fish related diseases,hgetise
of chemicals for fish and fishfeed is controlledtbg Agriculture and Livestock Service. The inciegs
complexity in regulations and institutions involvasl well as the presence of numerous small scale
suppliers also complicates the enforcement of thadss at the local level while the traceability
requirement at the global level increasingly densgordvision of information for suppliers on their
compliance with environmental and sanitary regatai

Another feature of the current regulatory framewioriChile is the increased use of public-private
consultative bodies. For instance the National Codior Cleaner Production started as a privateligub
committee to agree upon a scheme to facilitate®¥ie compliance to environmental regulations i0@20
The scheme consists of an agreement between diraupshe public and private sectors (groups of irm
in a particular sector) on environmental goalsamplete within a certain period (usually 1-2 yeahs)

the case of the salmon industry, the agreementvaae between a public sector group and the
Association of Salmon Industry (SalmonChile) atrixgional level. Compliance to this agreement later
became a standard called APL (Acuerdos de Produtginpia) created by the National Institute of
Norms (INN).

The National Institute of Norms (INN: Instituto Nanal de Normas) is an organization that elaborates
technical norms in Chile. Its works are mainly dedl into five: establishing norms based on thee2hil
context, monitoring firms, certifying laboratorifes evaluation, establishing methodologies, and
providing training on certification and integratednagement. INN is an international member of ISO
and its laboratory is accredited for such work sTihstitution used to belong to the public sectarib
became independent. Funding usually come from teetification, accreditation, and training functso
As the case of APL demonstrates, it is possibkatothat INN legitimized Chilean local standarda at
global level.

4.3. National institutional capacity building

4.3.1. The case of sanitation and quality standdodsalmon industry in the late 1980s.

The first attempt to create standards in the Chikgdmon industry took place as early as the 18894.

At this time Chilean salmon firms were increasihgit exports to global market competing againstamor
well known producers of Canada, Norway and Scotléngt to the intense competition, the necessity to
differentiate good Chilean products from inferioeahrough means of ‘quality seal’ to maintain kab
quality of Chilean salmon became increasingly evider the producers (Carlos Wurmann [expert on
Chilean aquaculture], interview June 14, 2004). Aksociation for Producers for Salmon and Trout in
Chile (APSTC later it became Association of Salrmtustry: SalmonChile) was established at this time
in 1986, to meet this challenge. The Associatidth technical cooperation from FundacionChile, a
privately run institution with the public purposemomoting technological transfer, created a stadd

for a ‘quality seal’ (sello de calidad) throughmtiéying elements to be included to ensure theiguaf
salmon. Parallel to this private initiative, thedémsecretary of Fishery also developed the (POS-
Procedimiento Operacion de Saneamiento) for saindustry, based on the international standard,
'‘Sanitary Standards Operation Procedure (SSOR)PSSa standard that comprises part of thiazard
Analysis and Critical Control Point (HACCP). The diémsecretary of Fishery later created a standard
called PAC (Program for Assurance of Quality), whis based on HACCP and made compliance
obligatory for those firms who wished to export. the public sector was able to legitimize and guiea
the quality better to the market destination gomernt, the association’s ‘quality seal’ phased avihg
way to PAC.

HACCP, Hazard Analysis and Critical Control Poiata production control system for the food indystr

It is a process that identifies where potentialtaotination can occur (the critical control pointsQCPs)
and strictly manages and monitors these pointsnasyaof ensuring the process is in control and timat
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safest product possible is being produced. HACG$$gned to prevent rather than catch potential
hazards.

Undersecretary of Fishery took the lead in incaaing the most stringent version of standards %poe
destination countries as well as standards indsdtigreements to the HACCP for the salmon ingustr
Chile. The Undersecretary of Fishery collected asasy information on sanitation for exported salmon
which consists of all the regulations for main expoarkets (Japan, US and Europe), international
standards produced by FAO and made one standardmaomenominator—that all the firms need to
comply with to export anywhere. The National Figh®ervice on the other hand, operated as the
executive branch of Undersecretary of Fishery tghocertify the auditing laboratories that inspéet t
firms and certifying the standards so that the petglcan be exported without major incidents thalar
undermine the reputation of quality and safety bil&n salmon.

In the early period when salmon farming firms wengering and growing in the global market, the jmubl
sector acted as an information channel, an inspetfroducers and a guarantor. The retrospective
interview results seem to suggest that the regulatiaking process during this period were moredase
on ‘copy and paste’ methods (Estrazer, Paula [MagitAuthority], Interview, May 19, 2004) from
already existing standards from international oizgtion as well as from more technically advanced
countries and monitoring processes which were roonérontational or ‘top-down’ than conversational
with the private firms. The role of national ingtibns transformed in the 2000s as the global natémn

of salmon farming industry took place.

4.3.2. The case of environmental standards in @g92

In the 1990s and the 2000, the presence of Chiakmon industry became prominent both at local and
global levels. Increase in production corresponalighl increase in environmental impact in form ofico
and industrial waste, discharged water, oil spdl|agteration of natural habitats for sea mammals,
biodiversity and scenic beauty. It was difficult Bofirm to deal with them all because these issues
belonged to the jurisdiction of different publictigies at local and national levels. Moreover, the
provision of national regulation also became imgairfor the government as well as the exporting
industry due to the negotiation process of bildteeale agreements and increasing fear for dumping
accusations based on environmental reasons (EcpidginUnder such circumstances, many sector
specific environmental regulations were establisth&tihg the 2000s with close collaboration with
private sectors. The participation of the privagetsr in deciding regulation made the relationship
between local regulation and global standards asingly co-evolutional, making these two levels
increasingly interwoven and intertwined.

For instance, specific regulations for the aquacelsector are established in the 2000s with close
collaboration from the private sector. In 2001, thelersecretary of Fishery, Ministry of Economics
issued Environmental Regulations for Aquaculturg (0.320: RAMA). In January 2002, regulations of
measures for protection, control and eradicatioDiséases of High Risk for Hydrobiological Species,
also known as the Sanitation Regulation (RESA),eamno effect. Despite the fact that the above
regulation was set as the Chilean regulation, nmichese were based on existing regulations in Mgrw
and Scotland and the effectiveness of this regurati local settings is currently under the invgestion

by the research institution owned by the Assoamtibsalmon industry) (Jose Miguel Troncoso
[INTESAL] Interview, Sept 3, 2003).

Another example for public-private collaboratiorthe establishment of a consultative body sucheas t
Clean Production agreement by the National CodaciCleaner Production. This is a governmental
scheme providing a common floor for a group of put#gulators with a group of private firms working
in the same areas to agree upon the target ledela@e to encourage cleaner and less contaminatigg
of industrial activities. In 2001, the salmon fangindustry, headed by the association, participate
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this scheme; they made an agreement with a gropphiic institutions at the regional level. This
agreement later became a national certificate, f&Rlaner production certification) issued by thé&lIN
and granted to those that met the initial agreenigggpite the fact that APL targeted and reflected
national regulations and did not refer to the glab@ndards, APL facilitated to differentiate cogipy
firms from the rest. This became particularly intpat for small scale local suppliers that take pért
exporting industry, because growing number of expmrkets required detailed and reliable infornmatio
on suppliers for traceability requirement.

In addition to above public regulations, the IS@A@ also became important for the Chilean salmon
firms. Despite the growing importance of global keas, many firms were not able to obtain the
international standards due to the high costs #isas¢he demanding capabilities involved. To reesol
this problem, local standard was created by th@#&aton of Salmon Industry (SalmonChile). Thisdbc
standard attempts to differentiate firms with santentions to comply from the others; at the saime t

it tries to guide these firms to achieve compliawith the global standards. This local standarchited
SlIGes (Sistema Integrado de Gestion), and is thbization of sector specific standards such as AL
well as adapted international standards such asGsCnational regulation, RESA and REMA.

These local private standard, SIGes, had come thebmstitution that bridged to the global stamidar

For instance in 2004, Wall-Mart accepted the Sl&@ethe acceptable procurement standards from Chile
(SalmonChile 2007). Furthermore, in 2003, Salmofe;hogether with association of Canadian and
American producers, managed to incorporate SlQGedhe SQF-SOTA, the standards shared among
Association of Salmon Producers of America, ther®al of Americas (SOTA)(SalmonChile, 2007).

The successful development of the Chilean salmiomiffig industry from the early 1990s to the 2000s
was not without negative side effects. The rapagh of this industry in terms of production volume
and extension of its production process, madertipact even more far-reaching. The regulatory
framework evolved with the development of industngl became increasingly collaborative between
private and public sector. The private-public dadleation consequently spurred the incorporation of
global standards into local regulations.

4.4. Reasons behind increasing collaborations andsrds

The increasing need for various types of standaotls by local and public sector seems ironic feafar
global economy. The interviews with governmentadéfis revealed that communication and transparency
of the production process are required at globaketdo prevent potential accusations from abroad! a
these standards and regulations became tools fiemaaications. The legislation process, in the 2000s
increasingly became the outcome of private-pulitaboration. The increased intensity of public and
private collaboration is due to four reasons. Fttet speed of progress and extensiveness of kdgele
used in the private sector went beyond the capatitlye public sector to catch up through converaio
method of enacting regulations (Estrazer, Paulaifivtee Authority], Interview, May 19, 2004). Secagnd
it also became clear that due to local environmemtaditions and the way in which the industry exeal,
the solutions are no longer present in developedtces or international organization to be ‘copied
the local context (Rentamal [Expert National Figh®ervice, Puerto Montt] Interview, March 9, 2004).
A joint searching process is required between pgiaad public sectors. Third, the national regntati
body is well integrated in global regulatory trags. In the present HACCP or PAC is well integda
as the national standards that constitute the basiSO 9000, ISO 14000 and Good Manufacturing
Practice (GMP) with continuous improvement as tltienate goal (ibid. interview). Another words, the
public sector is provided with a generic vision fioe future trajectory of regulation but must puatedfort
to find the right path in adapting such concepbeal the context. Fourth, several public initi@gy such
as APL, provided good opportunities for public gmivate sectors to communicate. An environmental
official expressed dissatisfaction with APL for tt@mpliance level achieved by the firms; howevke s
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admits that there is no better way as there wermafimal communication channels between the public
and private sector in terms of compliance and detecand comprehension of reality was not eashas
industrial structure became a complex web of sewlle suppliers (Sibel Villalobos [officer CONAMA
10" region] Interview May 12, 2004). Almost all of piaipants of APL from public institutions admit the
benefit of communicating with private sector antheeven mention further developments for more
collaboration in policy (Mario Sanhueza [Sub-dicecCONAMA, 10" region] Interview, May 12, 2004,
Roberto Norambuena, [Undersecretary of UndersagréaaFisheries, Valparaiso] Interview March 9,
2004).

In summary, the regulatory system and nationaitutgins for the salmon industry co-evolved oves th
years. At the early stage of industry, there wartenmany regulations and the only regulations apgplie
were standards that required for exports. Forghrpose, initiatives were first taken by the prévaéctor
in setting up common quality standards to ensuaditgfor differentiation. This attempt by the paie
sector was soon taken up by the national authstitigguarantee and certify the standards, unifthiieg
existing several standards, diffusing informationd @nforcement and monitoring for the exporting
national salmon farmers. These standards of radtinstitution were based on existing standards and
regulations in technically advanced countries a$ageinternational organizations. The involvemeht
public sector in standards legitimized private sextproducts to penetrate into the global market.
industry grew and increased its complexity withallogpecification, institutional innovation startied
emerge at national level so that the global statelean be accommodated better in the local context.
The role of national institutions started to becarmw@e like a coordinator of rapidly evolving
regulations—in different ways—at both global anddldevels. These regulations aimed at enhancing
long-term competitiveness by equipping it with gibkevel rules in local context with close collahtion
between private and public bodies such as APL 48&S In these local initiatives, national indiibins
are much more important in certifying and guaranggéhe product than actually enforcing and
sanctioning. In sum, the regulatory framework fe Chilean salmon farming industry has transformed
as the industry grew and became more globally rated. The regulatory framework became
increasingly: (1xomplexdue to including different activities run by diféat entities (such as suppliers);
(2) interlinkedat global-local level; and (R)pollaborativebetween public-private sectors with various
initiatives.

5. Mexican export-oriented fresh produce industry

5.1. The industry and market at a glance

Understanding Mexican agrifood system for inteioradl markets requires paying particular attentmn t
trade relationships between United States and Mexitthough these countries are part of a long term
North American integration, NAFTA was the opportyrip further their relations, increasing the
intraregional trade share from 25% in 1989, to 40%094, and 56% in 2003 (Borbon-Galvez, 2008, p.
2).

The production and exports of fresh produce in Mexiad grown in value, led mainly by growers from
the northwest; especially the States of Sinaloa iwhested strongly in vegetable production, anddgan
focused in fruit production (Stout et al., 200448).

Sinaloa is the most important horticultural regiori.atin America (Valenzuela-Ureta, 2003), withostg
growers representation in Confederacion de Asami@s Agricolas del Estado de Sinaloa (CAADES),
embracing 10 associations for more than 7000 gmwéh over 2.1 million hectares (Wong-Gonzalez,
2005, p. 240).
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Figure 2.- Mexico and Sinaloa fresh produce exportdnited States
(Thousand tons, 1998-2007)

1998-99|1999-00 | 2000-01 |2001-02 |2002-03 |2003-04 |2004-05 2005-06 2006-07

@ Sinaloa 836.4 | 919.9 800 767.1 | 722.4 | 760.3 | 717.2 8325 790.6
@ Rest of Mexico 3265.5 | 3100.1 | 3152.9 | 3308.7 | 3655.7 | 3657.6 | 3978.4 4359.0 4597.2

Source: CAADES/CIDH, http://www.cidh.org.mx

Mexican exports to the United States use crossdnarplerations throughout four main ports. The main
port of entry for fresh produce to United StateNagales, which crosses around 50% of the fresh
produce exports value year-around.

5.2. Engagement with international standards fod feafety
Normex was the first public normalisation and dedition agency in Mexico, created more than 50yea
ago, previously named Laboratorios Nacionales daedfto Industrial (LANFI), and privatised in 1993.

In 1994 under NAFTA context, Mexico got involvedtire first serious multilateral commission related
to Sanitary and Phytosanitary (SPS) measures tgigimternational standards. The commission iefas
upon the Codex Alimentarius Commission, the Inteonal Office of Epizootics, the International Pian
Protection Convention, and the North American PRnatection Organizatidn

In 2002 the first national body (Mexico Calidad 8mpa: MCS) was created to develop, promote,
support and certify international food quality asadety standards across the Mexican food industry.
Although this is a multi-governmental agency iritie, it is decentralised.

Nowadays, the official body responsible for regualgt certifying, inspecting and monitoring safetyda
quality for the agriculture and food industriedMexico is “Servicio Nacional de Sanidad Inocuidad y
Calidad Agroalimentaria” (SENASICA). This agencyashered to the International Plant Protection
Convention (IPPC), which is part of the Food andiéigture Organization of the United Nations (FAO).

Mexican certifying bodies are not well known by buyin the international markets, who require
acknowledged and reliable independent internatitimad party certifications bodies. Since 2000s, th
main private agencies providing such services fexighn growers are SCS (Scientific Certification
Systems), Primuslabs and QMI SAI Global (Qualitd danagement Innovation & Supreme Audit
Institutions Global).

5.3. Diffusion of International private standartieough national/local institutions

There are myriad of organisation types relatingfierprovision of food safety and supply chain siégu
standards. Relationships between local and natamtats cut across the public and private bounslarie
Although certifying bodies could be governmenttll iequire the expertise of private, NGOs,
consultation bodies, or public and private R&D cest The same occurs with private organisations,
whom require the expertise and support of otheg tfinstitutions and organisations to providerthei
services and to diffuse international food saféfydards.

! See NAFTA, part two, chapter seven on agriculiame sanitary and phytosanitary measures. www.Isafta-
alena.org
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Interdependency between governmental, private, R&fires, NGOs, consultation bodies, and industry
associations; for legislation (legitimating), exten (promotion and assisting), and enforéing
(monitoring) “voluntary” regulations/standards tsacacteristic of the new regime, where boundanes a
division of labour between actors are rather umclea

Diffusion of food safety and international qualiiandards in Mexico has not been straightforward.
Certification is not achieved with simple certifgiagency-firm interactions; it goes through a caxpl
process whereby international certifying bodiekltm the appropriate national and local agenases f
accreditation as competent provider of standandisand certification services. National accredited
agencies make the state and industry aware ofethe for compliance with international standards,
certainly offering their certification services.

Accredited bodies require national and local (pubahd private) organisations in Mexico, namely
research and development centres in agricultwad] &ind post-harvest science and technologist. Such
international certifiers without agreements runrisk of supplying services at higher costs thdrent
accredited bodies. Additionally, since national &l scientific research and development capagity

not in hands of private institutions in Mexico,@mational private certifying bodies need to engaijle
various non-private organisations and institutitypes.

Table 1.- International standards, standard sedtaiorganisations type in the Mexican agriculamd
food industries

Standards Definition Standard Setter (Adapter) Organisation type
GAP Good Agricultural Practices United States/Fand Drug Administration State
GMP Good Manufacturing Practices United States/FoatiDrug Administration State

HACCP Hazard Analysis and Critical FDA State
Control Points US National Academy of Sciences Academia
US National Advisory Committee on Public/Association/
Microbiological Criteria for Foods-NACMCH R&D
Codex Alimentarius Commission Public/International
International Commission on Microbiological Public/International/
Specifications (SPS) for Foods R&D
SENASICA | GAP+GMP+SPS+HACCP Mexican Minister of Agriture State
MCS Mexico Calidad Suprema: Quality, Mexican Minister of Agriculture, Mexican State/Public/R&D/
safety and microbiological control | Minister of Economics, and Mexican Private
(SPS) International Trade Bank. (Decentralised)
GlobalGap | GAP, environmental impacts, GlobalGAP Public/Association
reduced use of chemical for worke
health and safety as well as animal
welfare.
SQF 1000, | GAP+HACCP+Safety and quality | SQF Institute/Food Marketing Institute Association
SQF 2000 | plans for growers (SQF 1000)
GAP+HACCP+Safety and quality
plans for manufacturers and
distributors (SQF 2000)
NORMEX | ISO+HACCP+Handling and Universidad del Valle de Mexico Private/Association
transportation security Instituto Politecnico Nacional
CANACINTRA
TNC Safety, quality and environmental. TESCO Private

2 Enforcement is done by granting certifications that allow suppliers to méee standard to sustain

relationship with the global clients.
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BRC Safety for retailers, brand owners,| British Retail Consortium Private
and manufacturing facilities doing
business in or with the European
Union

QMI Safety, quality, critical control, QMI SAl Global Private
organic, environmental,

occupational safety, information
security, risk management

ISO 22000 | ISO Food safety management ISO Private
systems

Table 2.- Organisation type for promotion, enforeatrand certification of international private stards
for agriculture and food industries in Mexico

Supporting local and national
institutions/organisations for
diffusing standards
s | 5| £
Certifications for agriculture and food & 2 % g @ 3
Main certifying bodies _ ) g 8|z 5| %8| ©
industries nlal £l 8| ala
< 2| 2
ISO Food safety management systems
Normex (Private) Handling and transportation security Y V
HACCP
) GAP GMP
SENASICA (Public/State) L J J Y
HACCP Microbiological control systems
MCS (State/Decentralised) GAP GMP J R N
SQF GlobalGAP
GAP
PrimusLab (Private) GMP V \
Organic
GAP GMP
SCS (Private) HACCP GlobalGap N N
TNC BRC
GAP GMP HACCP
QMI SAl Global (Private) GlobalGap TNC BRC N
C-TPAT

5.4. National institutional capacity building

5.4.1. The case of Melones Internacionales (Melones

Melones is one of the largest fresh vegetable grehwipper in Mexico, with traditions going back to
1932. The company had partnered with Dole, and @Wiaigbut its expansion led in 2007 to create s 0
new brand “Plane Jane”; with more than 100 hectairgseenhouse production, around 10 million fresh
produce boxes exported year-around, and with pdagsowth over the following years.

In 2001, Melones’ CEO discovered the existenceonidFSafety measures. For the first time when he
visited what at Melones’ CEQ’s best of knowledgestize first Mexican firm certified in food safety,
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Agros S.A. from Queretaro, Mexico, owned by thetfpresident of AMPHI (Mexican greenhouse
growers association, now called AMHPAC: Asociadidexicana de Horticultura Protegida). Melones’
CEO engaged in food safety seminars in the Unitate§, bringing new practices to his greenhouses.

Melones was interested in implementing food sadéayndards related to Good Manufacturing Practices
(GMP), set by Codex, adapted by United States BoddDrug Administration (FDA), later by Scientific
Certification Systems (SCS) for the specific neafdthe agricultural export industry, and finally by
Melones during its implementation process. Starslard predefined, but adapted to the sectoral, loca
and firms’ needs.

“Once | visited Mario Steta’s greenhouses facibtia Queretaro, | came to know of the existendead
safety, something that was completely new, the @liginot even existed 6 years ago” (Canelos-Guijlig,
Interview, Dec. 11, 2007)

Melones’ CEO and Scientific Certification SysterBEE) got in touch through Agros; later it initiated
the implementation and certification process, atshme (2003) time growers from Sinaloa became
aware of the food safety standards thanks to parsmmmunications between Melones’ CEO and
growers from Sinaloa. These growers called thenette from another organisation, the ‘Confederation
of Agricultural Associations of the State of Sir@lCAADES: Confederacion de Asociaciones
Agricolas del Estado de Sinaloa) who later becamienportant driving force for the international tho
safety standards boom in Sinaloa, and with higmgarct than the one achieved by the AMPHI across
Mexico (Demerutis, E, Interview, Nov. 20, 2007).

“All the security and safety measures were commataitimmediately, see.. we are all relatives andhllve
know each other, CAADES is in the middle of angiafissue touching our members, as soon as safaty
security measures were required by the US, and gr®@fvom Sinaloa were requiring support the asstaia
created institutional mechanisms for representatiod training of our members” (Demerutis, E, Intew,
Nov. 20, 2007)

Melones’ CEO foresaw the implications of such stadd and made explicit his motivations: social
responsibility and economical benefit. For thedigthe warned the industry of the possibilitie shef
United States using food safety issues as norf-texfier and tried to convince them that a cexdifion
can became a deterrent for such unilateral acdodssanctions. Furthermore the implementation @d fo
safety standards would improve their competitivsitian with other buyers.

Implementation and final compliance by Melones éad#ficulties for a combination of factors: indost
unawareness, lack of supporting resources for im@fgation, and regulatory stringency relative ® th
current practices, as it can be read in the folhgwentences with Melones’ CEO

“When | tried to implement the Good Manufacturingélices, | realised how difficult it was persorna#ind
for the whole company, since we were swimming ag#ire tide in terms of culture and practices dde
working on the fields... there were no institutions@mpanies with previous experiences in implemerar
supporting the process in the region, in fact ibidy three years ago when you could start listgrabout
food safety here in Sinaloa, whilst we have begetified for almost six years” (Canelos-Guillen, A,
Interview, Dec. 11, 2007)

Practical knowledge for implementation was not enésit the time; therefore, it had to be createttiby
and error process. Firms took the lead in creaimymodifying managerial and organisational stmastu
and hiring personnel; all these were against ctoparational practices and culture. Since these we
standards not required by US buyers, incentiveg wet yet clear, as implied in from the following
statement.
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“We need restrooms, we need to disinfect our hatigshandbook says we should proceed differemntly,sa
on, hence we were facing unnecessary costs, msoenees were needed, such as people in charge of
implementation, a new department in the organisatamd all coming with associated costs” (Canelos-
Guillen, A, Interview, Dec. 11, 2007)

Elaborating the operations and food safety handibegkired the involvement of new people responsible
of food safety standards compliance and certificatThe CEO declares that compliance, rather than
being a “voluntary regulatory burden” is an investrin creating the necessary resources and sysems
trial and error, requiring intense learning proess&nowledge accumulation and record keeping
(codifying knowledge).

Unfortunately, Melones also suffered negative spél effects, when their responsible expert on the
implementation process for compliance and certificaleft to join PrimusLabs Mexico with a CEO, the
SCS’s main competitor in Mexico. PrimusLabs invdstgongly as a result of the growing interestef t
agriculture and food industry for safety standards.

“I hired two persons to help our company in the lempentation process. | invested in one of themgamnt

together, we introduced many changes in the comfryo years, and when she was fully skilled &CE
from PrimusLabs Mexico took her with him as a Riratit was very hard for the company to see hebgb,
| did not have the capacity to make a better dfien the one made by PrimusLabs, which was gettiady

for the radical change that the industry was dtillsee” (Canelos-Guillen, A, Interview, Dec. 110Z)

Social relations and networks played importantgalet just for information flows, but for resouraed
knowledge creation. It is through social netwodssociations, private certifying bodies and indutiat
visions, strategies, information, knowledge anadueses flowed to comply with international private
food safety standards.

Five organisations (Agros, AMPHI, Melones, SCS @4ADES) played important roles in encouraging
and communicating the industry about the needeting certified; however, assisting and allocating
resources for implementation was not easy. Firsb&in 1999 became the leading firm in implementing
food safety certification and was being benchmarkedurther attempts to build up food safety measu
at firm level, opening up their doors to visitonsarested in knowing about the crafts of safetysusss.
AMPHI by promoting the use of greenhouse productsomd by promoting the organic production
systems and the use of bioregulators, and by asiygnan annual conference for members with state of
the art information on food safety. Melones usimgjit social ties and spillover effects promoted and
sustained a high demand for safety certificationthe Sinaloa region. SCS by providing training and
certifications. Finally CAADES understands the neédupporting smaller farmers in the
implementation process, contacting and deliveniagnping, hiring consultants, and negotiating better
deals for their members (more than 10,000) in tirehase and adaptation of food safety infrastrectur
and technologies for their Good Agricultural andridéacturing Practices (GAP and GMP).

“We were also responsible to build up safety ancuiséy for the crossborder operations of our
TROCADERO, moreover we were involved with the M@xand US governments in negotiation and
investments for improving the cross border operegiof the Nogales Port of entry (Mariposa) between
Mexico and the US, we were making sure our membeutd not only needed to meet more regulations, but
that benefits were to be derived from them” (DertisrE, Interview, Nov. 20, 2007)

Although enforcement was being mainly done by matk@arrowing the possibilities of closing deals
with clients in the US and around the globe if f@adety standards were not met, it was the lodadimal
public-private collaboration between Melones asdritlustry networks, CAADES and AMPHI what

triggered a legitimating process; this was drivgrhe ideal of having a common front against thk df
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foreign markets using non-tariff barriers againgidan growers, and having tools to negotiate in an
international dispute.

“The issue is that, if one single tomato is infelcbe not safe it is not longer a subnational regiho gets
identified and banned from international trade, fius the whole country” (Canelos-Guillen, A, Inteew,
Dec. 11, 2007)

5.4.2. The case of Mexico Calidad Suprema (MCS)

Mexico Calidad Suprema (MCS) is a decentralisedirgolernmental institution created to develop,
promote, support and certify international foodlgyand safety standards across the Mexican food
industry. In 2002, MCS was put in place with thea @f creating and promoting quality standards acros
food industry in Mexico. MCS co-evolved with thenaend for higher quality assurance by internal
markets, and with demand of food safety and gooit@tural practices by the US, European, Canadian
and Japanese buyers. Access to those markets beaonmecentive for Mexican growers/shippers to
certify in MCS.

MCS consolidated a great deal of internationalgig\standards into a simplified certification syste

This was to reduce the regulatory complexity asgediwith the new regulatory regime, which means to
comply with a growing number of international stards. Although creating a new certification seal,
MCS adapted already existing international privaagadards and especially the more stringent redjuire
by the main international markets for Mexican freshduce.

However, initial phases of diffusion required mtran just making the industry aware of the need for
compliance, resources were required to make thestndaware, for promoting standards,
implementation, and certification.

The MCS organisation is State-owned, thereforer tomcern for achieving compliance goes beyond
profit generation and the objective is reachingtal agriculture and food industry in Mexico, anére
abroad. For this purpose, a growing amount of nessuwere allocated for creating a suitable
institution/organisation, for promotion, trainingdaconsulting services at low costs for the entire
international supply chain; 50% is paid by the folespite their location (inside or outside Mexiaajl
50% is covered by the Mexican Government.

Because financial, technological and knowledgeuests were scarce, MCS engaged in public-private
institutional collaboration to access each typeesburce in assisting the industry. All sort otitogions
and organisations regardless their organisatioa typeach (promotion and resources allocation) the
firms were involved: associations, research cept@ssultation bodies, provincial and local
governments, federal agencies, financing instingimetwork of growers and producers, other private
international certifying bodies, so on.

MCS needed recognition from international certifybodies, as well as international institutions and
organisations. Some agreements were crucial tortregeé MCS in the international context; such were
the cases of Wal-Mart procurement department whegs that international food safety standardsrare
place when the company shows the MCS certificatiom same happened with GlobalGap, The Japan
Ministry of Agriculture, and in progress is SQF.\ydeheless, enforcement and sanctions under a
voluntary scheme, is only left to the markets.

In summary, the Mexican fresh produce industry jgundlic institutions acknowledge the need to have a
common understanding and front for any risk of aation of contamination of fresh produce, such as
sound cases of Avocado, Tomatoes, Chilli, StraviderHowever, a source of competitive advantage is
the early and stringent implementation of interoraai private standards along global supply chains.
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Industry associations, national institutions antiomal research centres collaborate in acquirirdy an
exploiting knowledge by means of trial and erravgass through development, training, managing and
codifying complexity. This is facilitated by benchrking practices, by observation of other faciitiand
human resources mobility. Public-private collabioratvas necessary as well to achieve legitimadhef
adapted standards for the sectoral and local dondit

6. Conclusion
The growing use of global private standards fetwadke away governance power from national

regulatory institutions, particularly from the déyging countries with weaker regulational institurs.
There were no clear understandings as to whatdipse can the national institution play in thexne
context. In this paper, successful non traditi@mifood export products from two Latin American
countries—Mexico and Chile—were examined to see thewrole transformed as the industry became
globally integrated. The Chilean case looked stasformation from historical perspective by
comparing the cases in the 1980s and the 2000sM€&kizan case looked at from the perspectives of
Private (Melones) and Public (MCS) institutions ldeawith global private standards.

The cases of standards in Mexican vegetable andathéalmon farming industry demonstrate the
changing nature of role of national institutionseTtable below illustrates the regulatory functidreach
case by terms defined in Kaplinky and Morris (2000 can see changes in role of national instistio
as the response to increase in the use of privat@an-private standards in these two countries,
particularly by enhancing the executive role. Thawentional role of national institutions—legisiag]
executive and judicial—is transformed and beingiedrout by different mixed of entities in
collaboration. To put it more specifically, we idiéied following general trends: first, in legishae
function, global private standards align the retpriainstitutions in developing countries through
identifying the trajectory of standards while natbregulatory institutions concentrate their égan
adoption, second, local implementation of standaedkincreasingly became diverse and complex due to
the local and sectoral specificity which requirésate-public collaboration; third, while power of
enforcement and sanction became less of the roleat@onal institutions in developing countries bit
global market while certifying and guarantee becanportant new role.

TABLE: Summary of four cases

Legislative Executive Judicial
(Transferring) (Transforming) (Monitoring)
s

=) i) o o
—~ oS € = o 0 c
Actors e |22/ 5228 £ 8 g =
£ 28] 2 S 8E| 85 o9 g
5] o ®| £E 32 E 3 S o S B £
%) T o| 6 8 5 E S a9 € € =
<<l gfgeeE|l = m S 2
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Case of sanitary and quality standards in the 1980s
Sello de Calidad

Industry Association (Association of Salmon Prodade N N
Chile now SalmonChile)
Semi private institution (Fundacion Chile) N N
PAC/OPS

Undersecretary of Fishery \ \ \
National Fishery Service \ \ \ \

Case of environmental standards in the 2000s

APL

Industry Association (SalmonChile) | | v ] V | v ] |
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Public institutions (CONAMA, SISS, SNS)

Public—Private consultation body (National couffailcleaner
production)

Independent Public Standard Institution (INN) \
Regional government

\ (partially)

SIGEs

Industry Association (SalmonChile) v S S

Private Sector (Wal-Mart) v

Association of Canadian, Canadian and Chilean salmo N
producers (SOTA)

Case of Melones Internacionales

Private (Melones) N S

Industry Association (AMPHI, CAADES) N N

Private (Agros) N

International certification body (SCS) \ V \ \

Case of Mexico Calidad Suprema (MCS)

MCS \ s o y
Government (Minister of Economics, Minister of Agriture, J J J
and Mexican International Trade Bank)

Foreign Government (Japan Minister of Agriculture) v
Private (NORMEX, PrimusLabs.com, Wal-Mart) v S v
Industry Associations (CAADES, AMPHI, FPAA) S S v
Public —Private consultation body (ANCE, COSAFI) N S

In legislative function, the national institutioasd private sectors are increasingly taking the obl
‘adaptors’ of global private standards. It is pbksto say that there is no plain transfer of stads to
national/local level but it increasingly requiredbptation process to simplify to fit complex reaktin
the local and sectoral context.

In executive function, it became evident that pevaublic collaboration taking the important paut i
transforming the role from ‘promotion of standartts*assistance’ to implementation diffusion of
standards and regulation. The implementation psodemonstrated the complex way in which the local
regulatory body interlinked with the global stardiar

In judicial function, the market forces taking ovke role of “sanctioning” from national institutis; on
the other hand, national institutions increasedtion of ‘legitimating’ through certifying and
guaranteeing the good agricultural and manufaajysiactices in the global market and before
international trade disputes commissions.

The cases demonstrate the co-evolution of regylatstem in Mexico and Chile for agrifood sector as
the sectors become globally integrated. The rbfeabonal institutions in this co-evolutionary pess
resembles that of Gerschenkron (1962) which stigidgovernment play role to fill the missing gaps
created by the market forces as the developingtdesrgo through transformation. As the cases
demonstrated, he also believed the ways in whickemonent fill the gaps are not the same due to the
differences in preconditions: each situation resgito plot the distinctive path. However, thissioet
mean that things needs to be entirely new—the cmsntan follow the existing path of the predecesso
namely the global standards. In other words, thegonent can play in introducing “innovative fea&yr
such as institutional innovation through collabm@the private sector to cope with the new enviment
which makes the what it appears to be the “top-dayewernance of global standards more a “bottom
up” process since the process of institutional iation for complying the global standards involves
series of economic action and reaction as wekasiing and institutional development. The future
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challenges for the national institutions in devailgpcountries would be to take higher involvement i
defining standards at international level. Moregitavould become increasingly important to maintai
the role of impartial guarantor while sustainingsg collaboration with the private sector.
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