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1 | NTRODUCTION

In recent years, the consumer’s knowledge and cosabout food-born illnesses and food
safety increased. This forced both the food inguaitd public authorities to develop quality
and safety assurance systemg&HBAHL ET AL., 2001). Also the high costs associated with
food-born diseases motivated the development ditgw@and safety assurance systems.

Experts predict the risks by food-born diseasemtoease, due to changes for instance in
climate, microbiological systems, water suppliebamization, population graying and food

trade intensity (KFERSTEIN AND ABDUSSALAM, 1999). Policy makers reacted to these
concerns by developing and implementing new pdidier safer food and increasing

consumer health. The emerging issues and relatddegons affect different production stages
within the food supply chain.

The introduction of new regulations is challengargl often the competitiveness of individual
companies, sectors, and even member states orlhes Bvhole are affected EGLYNCK ET
AL., 2004). Competition problems are linked with thefaténces in the food firms’ capacity
to meet the new requirements and standards andthétivay of controlling and penalizing
food processors, both at the national and intewnatilevel.

A major challenge for the food industry is relatedcontrolling costs associated with new
food safety regulations. The increased complexathtat consumer level (risk aversion and
sensitivity) and processor level (risk managemet @mmunication) requires adaptation of
strategies and of institutional organization in fbed supply chains. Another challenge for
the food industry is the increasing globalizatiord dhe concentration process in the retalil
sector, which will lead to a reorganization of ttoed industry. Food supply chains will

undergo an increasing domination, integration alotbadization led by mainly supermarket
retailers (WALES ET AL., 2006).

As a reaction to the above mentioned evolutions espkcially the globalization process,
regions including small food firms try to differéate by stressing the value of attributes such
as tradition, origin, culture and culinary heritagdese evolutions explain the rise in the
introduction of quality assurance schemes (QAS)hm EU Hiba! A hivatkozasi forras
nem talalhato). In the scientific literature, several definitooof QAS are presented:

QAS provide systems for assuring and certifyingirdesproduct attributes ¢@DAHL
ETAL.,2001)

The final goal of origin and quality assurance ey is to create a common vision and
a coordinating scheme to deliver value added prsdwehich are better accepted by
consumers (@DONEZ ET AL, 2004)

HACCP and ISO 9000/ISO 22000 are basic quality dateds, which provide
improvement of process transparency, assistancedeti@ct and avoid failures
systematically and a better chance for traceal{iRtyosen 2003)



Figure 1: Increased introduction of certification systems
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This paper aims to present an overview over diffeieuropean QAS and about the costs
involved. On top of that, some key success facogesidentified for introducing QAS in the
new member states.

The paper is structured as follow: Section 2 gae®overview about QAS, which is followed
by a short description of benefits and barriersSQ&sS (section 3). In the fourth section results
from a survey about costs of QAS are presentediddes deals with the impact of high food
safety standards on the national and internatitraale. The sixth section presents some
examples of the successful introduction of QAS @wmmember states. In the final section
conclusions are drawn.

2  QUALITY ASSURANCE SCHEMES — AN OVERVIEW

Quality consists of two dimensions: an objectival an subjective dimension §BNERT,
2005). The objective quality includes the physi@atl chemical characteristics integrated in
the product and is naturally in the response ofrerggs and food technologists. Subjective
qguality is based on the consumer’s perception, pdocusing on process attributes, like
healthiness, taste, price, organic production amcha welfare (&LLYNCK ET AL., 2006;
GRUNERT, 2005;JAHN ET AL., 2004). Food producers will be competitive when geable to
successfully link the two dimensions and to trameslaonsumers’ quality requirements
(subjective quality) into physical product charaistics (objective quality).

Quality assurance schemes (QAS) provide systemasiuring and certifying desired product
attributes (BREDAHL ET AL., 2001). Most QAS are based on the quality manageprentiples

of 1ISO 9000/ISO 22000 and the HACCP-concept. Intemdg some are following the Good
Agricultural Practice (GAP) (BoseN 2003). Figure 2 gives an overview over the différen
application levels of QAS.

2.1 Worldwide QAS

As presented in Figure 2 the Codex Alimentarius \@Aenclosing all quality systems and
standards. The CA is a joint program of Food andiodfural Organization (FAO) and
World Health Organization (WHO) establishing foodfety standards related to the
international trade in food products. The CA-consiae was founded in 1963 by FAO and
WHO. The main aims of the commission are the ptme®f consumer’s health and ensuring
a fair trade in the food sector. Therefore the cassion is supporting the coordination of all
processes and analyses from international govertainand non-governmental institutions
related to food safety standards (CZZ007).



The different nations have implemented a lot olutaions and laws to eliminate or at least
minimize danger for the health of human, animalglants from imported food products.
The CA-commission aims the harmonization of alioval food laws in order to reduce trade
barriers and to improve the free and fair tradevben all nations (FA@GND WHO, 1999).

Figure 2: Overview of the different application lewels of quality assurance schemes
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2.2 European QAS

The International Organization for Standardizati80O) and the Codex Alimentarius
Commission developed in close collaboration the 122000 standard, which was
implemented in September 2005. This quality manageéraystem provides a framework of
internationally harmonized requirements in the feedtor. ISO 22000 is an advancement of
the ISO 9000 standard and furthermore, it is inoafpng the ISO 9000 standard and the
HACCP concept in one standard. However the maierdifce between ISO 22000 and ISO
9000 is the scope. The first one is aiming at feafkty whereas the latter one is aiming at
food quality. The 1ISO 22000 standard is meant taapplied at all types of organizations
within the food supply chain, independently or greged in other management systems.

On firm level, both horizontally and vertically ented quality systems are applied.
Horizontally oriented quality systems are develoghtbugh retailer initiatives such as
International Food Standard (IFS), British RetainSortium (BRC), Euro Retailer Produce
working group Good Agricultural Practice (EUREPGA#&) Global Food Safety Initiative
(GFSI). For horizontally oriented quality systentse tmain focus is on process quality.
Though, assurance of product quality, product liigheand cross compliance is also important
(see Table 2). Product liability is the area of lawwhich manufacturers, distributors,
suppliers, retailers, and others who make prodamasiable to the public are held responsible
for the injuries those products cause. It allowsngured party to gain financial compensation
from the manufacturer or seller of a product. Crmm®ipliance is important for the standards
for farmers, such as the EurepGAP system, anddesliadherence of different EU quality
standards. Farmers and food producers must comily nequirements regarding public,
environment, animal and plant health, animal welfand the maintenance of all agricultural
land in good agricultural and environmental cormuiti Retail initiatives do not involve the
supply chain but function as a quality filter faglideries from suppliers (HIEFER 2003). It

is assumed that the advantage of improving theieffcy of procurement management is one
of the main reason why retailers support QAS sanglly (GELLYNCK AND KUHNE, 2006).



Vertically oriented quality systems evolved duethe rising focus on traceability. The
organization of these quality systems can be dd/zidéo open (e.g. Agri-Confiance [France],
Q&S [Germany]), semi-closed (e.g. Lable Rouge [EednlLittle Red Tractor [UK]) and
closed (e.g. IKB [Netherlands]) supply chains aetivorks* (Schiefer, 2003). However, the
intensity of cooperation at the different stageshef supply chain can be different, as well as
the traceability intensity. In addition, verticalbyriented quality systems focus on product
liability and cross compliance (see Table 2). \éaity oriented quality systems are only little
accepted by the retail sector, since process gualihot in the focus of vertically oriented
quality systems. Though, process quality is inrtfan focus for horizontally oriented quality
systems of the retail sector.

2.3 HACCP & GMP

The HACCP-concept and Good Manufacturing Pract@&klP) and Good Hygienic Practice
(GHP) form the center of the quality assurance mase(Figure 2), since the majority of the
QAS incorporate these concepts and practices inrémgulations.

The HACCP-concept was adopted by the agri-foodosetiainly because of food safety
concerns in the eighties of the 20th century. Tinetae main focus was on product quality in
order to reduce food borne illnessRIKGER AND SCHIEFER, 2005). HACCP is applied for the

food industry and aims to establish good productgamitation and manufacturing practices
to produce safe foods and to be pro-active andeptexe rather than reactive. The HACCP-
concept can be applied to all stages in the fostesy. The implementation of HACCP and
GMP to the whole chain is motivated by internal axtiernal factors, like improvement of
productive efficiency as internal and market ace@ssexternal factor (BF0SEN 2003).

2.4  Traceability

The implementation of a combination of QAS can dbnte to improved traceability, since
an interaction between different QAS over the stagethe agri-food supply chain would
raise traceability. For instance, the combinatibcorepGAP for farmers and of IFS for the
supplier or retailers could increase a higher tragland tracing between the stages of the
agri-food industry.

Traceability systems are developed to assure fatetysby increasing transparency, liability,
recall efficiency and control of livestock epidesi@MEUWISSEN ET AL, 2003). Since January
1st, 2005, based on the General Food Law, it igjatary for each food company in the EU
to install a traceability system. Traceability medinat companies must be able to identify the
suppliers of its raw materials and the customeitsoénd products on a transaction basis. It
includes both tracking and tracing. Tracking refemsthe determination of the ongoing
location of items during their way through the slypghain. Tracing relates to defining the
role, the composition, and the treatments of a fpombluct in the different stages of the
production life cycle.

Initially, traceability systems were concerned wahimal health, disease and food safety
control. However, they are gradually extending iptoactive management and marketing
tools, either through the feedback of informatigmstteam or the introduction of labeling
schemes with the traceability system as backbohe.principles applied of the traceability
initiatives are all similar, since they define stards and procedures which must be observed
by the members and which are monitored to ens@wedmpliance. In the case of livestock
and meat schemes, the traceability standards awkqures cover all stages of the supply

’ Open: open supply networkSemi-closed supply networksbased on groups of enterprises distinguished by
region or product category but with flexible tradieks within the group, an€losed supply chains:based on
groups of enterprises with clearly defined trad&dibetween participating enterprises.



chain, from the farm, including feeding, livestoec&ndling and transportation, slaughtering,
and meat processing, to distributioreflr ET AL., 1998). Thereby the key elements are the
identification and registration of animals, herdsgat processors, exporters, data capture,
communication and data management and verificatttwen though these key issues of
traceability are clear-cut, the implementationifiallt, primarily due to the number of levels
within the chain and to the numbers of produceppling the chain (ImoN AND O'REILLY,
1998). The implementation is further hampered lgy ltw degree of vertical integration in
certain livestock and meat chains in specific coastor regions (BRIN AND MAINSANT,
1998).

2.5 Comparison of QAS

In Table 1 different QAS are listed and comparethwiach other. The QAS are divided into
technical safety standards, business to consum2€)(EBand business to business (B2B)
guality schemes. It is presented that GMP and HA@G@Rncluded in most of the standards.
The ISO 9000 standard is much less implementediatity systems. Traceability is an issue
of both B2C and B2B quality standards. Within th2BBstandards contracting is preferred.
The information flow can be horizontal, vertical along the whole supply chain. B2C
standards intend mainly to cover the whole supplgirc Only three of the mentioned QAS
use an integrated chain quality control system, etarithe German Q&S, the Danish QSG-
standard and the Dutch Chain quality of milk (KKsMandard.

3  BENEFITS AND BARRIERS FOR QAS

The main aim of a QAS is the assurance of the tyualithe food product through improved
process and product quality, which lead to redumests because of optimizing the process
organization and lesser recalls. In Table 2 otleeelits of implementing QAS are presented,
such as easier access to new markets (market eméiggability over the whole chain, trust in
the product properties (liability), easier fulfilent of EU-regulations because of intersection
of these regulations with demands of quality asseasystems (cross compliance), and
(KRIEGER ANDSCHIEFER 2005).

B2B quality schemes, focusing on objective quahiiyll mainly have advantages of higher
food safety and trust along the chain. B2C qualttyemes are able to serve additional quality
requirements of the consumers (subjective quatiy)cerning for instance the production
method, sensory attributes or the image of a prio@s LYNCK, 20083).

Especially for farmers and producers the implentemtaof a QAS can function as a ‘license
to produce’, which is increasing their possibiktief market access. Through this kind of
differentiation farmers and producers will directhchieve a higher quality/price ratio
(GELLYNCK, 200@3). A higher quality/price ratio is also achievedinectly through feedback

along the supply chain and through generic promot@AS are providing feedback through
the implicit information exchange between the ddfe stages of the supply chain, and
indirectly access to market information through #teictural communication of all chain
partners. Generic promotion for the implemented Q¥ lead to reduced cost, increased
efficiency and increased market share.



Table 1: Comparison between technical standards, B2 and B2B-concepts in the European Union

- Integrated
Traceability Information chain
Quality System  GMP*  HACCP* ISO Logofor = 1oger flow quality
9000:2006 (ina SC)! consumerg control
systemé
Technical Safety Standards
ISO 1561 + + + - - -
ISO 22000 + + + - No Food \
Comp
ISO 9000:2000 - - + - - - - -
GMP + - - - - - - -
HACCP + + - - No Cons
B2C
Label Rouge + + - + Yes Cons H,V, SC -
(France)
Q&S + + - + Yes Prod V, SC Yes
(Germany)
Danish-QSG + + + C - - V, SC Yes
IFS - + - - - - H -
B2B
Agri confiance + + + + Yes Prod
(France)
BRC + + + - Yes Ret V, H
EurepGAP + + - + No Prod \
GMP+ + + + C
(Netherlands)
IKB (Belgium) + + + C - - V, SC Yes
KKM (NL) + + + C - - -
Little Red + + +
Tractor (GB)
PVE-IKB (NL) + ¥ ¥ C
SQF 1000 + + + - R
SQF 2000 + + + - -

Legend: + characteristic feature of the qualityteys - no characteristic feature or no availablermation,
C = commitment of contract between stages, H =zdmital, V = Vertical, SC = over whole supply chain
(Sources: *Krieger and Schiefer, 2003; EC, 2006in§idt, 2006; WeindImaier and Dustmann, 2003)

The implementation of a QAS will afford a bettermomunication between chain partners and
will also help them to take advantages of econoroiescale, when jointly meeting legal
requirements, such as the obliged sector guidesreehby the General Food Law, including
the internal self-control (auto-control), the nim@tion duty and the assurance of traceability.

Through meeting consumer requirements a compeptivduct is able to gain market share in
a highly competitive market §LYNCK, 20063).

Disadvantages or barriers for implementing evenicbaguality standards are high
administrative efforts, the costs of continuallyligatory external certification and no
refunding of these costs through higher priceseiMLMAIER AND DUSTMANN, 2003).
Especially on farm level, these barriers play apantant role. However, it is necessary to
include farmers into an integrated chain qualitytonl system to improve the safety and
quality of food products.



In addition, Table 2 presents the degree of benédit the different QAS mentioned in the

former chapter. Market entry and traceability argaortant benefits of all QAS. The main

focus of the HACCP concept is on product qualitgd aafety, whereas the main focus of the
ISO standards is indirectly on process quality. Shene difference can be found between
horizontally oriented QAS and vertically oriented\® The latter one is moreover focusing
on improving and maintaining product liability aochss compliance.

Table 2: Overview of benefits of quality assurancechemes

Market Entry Traceability Product Cross Process quality  Product quality
Liability Compliance

HACCP ++ ++ + - + T+
ISO 9000/

++ ++ + +) (+++) (++)
ISO 22000
Horizontal ++ ++ ++ + T+ T+
Vertical ++ +++ +++ +++ + 4+

Legend: - no application, + low application, ++ riugd application, +++ high application
(Source: KRIEGER ANDSCHIEFER, 2005)

The main similarity of the explored QAS is the ioying of traceability of the products and
through this the improvement of product and progesdgormance. The main differences
between HACCP, I1SO, horizontally and verticallyemtied quality systems are the scope and
the focus. HACCP focus mainly on product quality aafety which is also true for most of
the vertically oriented quality systems (see Tal)leHowever, the latter ones have a broader
scope, since they additionally focus on produdiiliiy and cross compliance. The ISO 9000
and ISO 22000 focus mainly on improvement of thecpss quality and safety. This is
comparable to the horizontally oriented qualitytegss, which, in addition, pay attention to
product liability.

4 COSTS OF QUALITY ASSURANCE SCHEMES

QAS are implemented by the firms to manage food prmtess quality. Though, the

implementation does not provide not in every caseexpected result. Firms are required to
search the best combination of quality systemsttieir specific situation and to compare
costs and benefits in order to make the right datis

4.1  Costs of investments in quality assurance

For the investigation of quality costs at food camp level a qualitative and exploratory
research was conductedsiGYNCK ET AL., 2005). Based on a topic list, 17 food companies in
Belgium were interviewed about their investmentd agosts related to food quality
management. Food quality managers where asketidaetasons for realising the investments
and costs, focusing on competitive, consumer, legtair regulatory pressures. The data
related to costs and investments were collecteah fitee internal cost price calculations. It
means that during most interviews both the quaityl financial manager participated in the
discussion. The results of this survey are preseméable 3. Hereby a distinction is made
between small (less than 20 employees), mediumv@est 20 and 100 employees) and large
(over 100 employees) food companies. The totalscast investments for food safety vary
between €1.555 and €26.165. It is remarkable tmatgteatest variety exists for small food
companies.



Table 3: Food safety investments and costs, 2002ER per full time equivalent

Type GMP/GHP HACCP Audit Investments TOTAL
Large Min 665 240 42 334 1.555
Max 4.694 1.980 1.109 3.100 8.755
Medium Min 2.029 260 37 423 2.748
Max 3.856 1.894 578 2.393 7.514
Small Min 3.189 611 159 0 4.997
Max 9.452 2.408 1.248 14.527 26.165
TOTAL Min 665 240 37 0 1.555
Max 9.452 2.408 1.248 14.527 26.165

(Source: GLLYNCK ET AL., 2005)

The capacity of meeting new legislative requireraetitfers with firm size. These differences
are based on several aspects:

* When a ‘quality philosophy’, like a way of life, resent in the company, the focus
on quality in general and food safety in particulamuch more at the centre stage
than in the opposite case. It is often linked wiitl type of customers food companies
work for. When working with retail chains, such &y philosophy’ is much more
present than it is in the case of the cateringosextsmaller, traditional shops.

« The efforts made for food safety are more importarsiectors characterised by higher
food safety risks (microbiological contaminationhk as the dairy, meat or fish sector
than in other food sectors such as the chocolasegar confectionery.

 The efforts made for food safety are relatively enonportant in small enterprises
than in the larger ones. This is linked with thet filnat larger enterprises benefit more
from scale economies.

Further results show that some companies withoonptying regulations to food safety (e.g.

presence of HACCP plan) remain on the domestic etarkVithout doing the necessary

investments for food safety regulations, they aavsequently work with other cost structures
and compete on the same market. The interviewegani®s claim that on the international

markets trade barriers appear due to national rdiffees of controls and penalty of food

companies. The competitive position of food companirom member states where food
authorities control and penalise more severely thasompeting member states is weakened
and not compensated by additional access to maskeften claimed by advocates of rigid

control.

4.2  Costs of traceability

For the measurement of traceability costs a surgegducted in 2002 among 50 Belgian
companies, observed the differences between coegpanitraceability operating costs and
investments (BSCHOOLMEESTER ANDLOOTENS 2002). The main part of all interviewed

companies reported investment costs above 250.008 Ehe operating costs remain in the
interval €25.000 — 250.000, only few companies haperating costs higher than €250.000
(Table 4). The most important drivers for instajlitraceability are food safety and meeting
sector standards while the barriers are lack @nfolal means and problematic integration in
the current business processes.



Table 4: Traceability investments and operating cds, in % of respondents

Type Investments in €1.000 Operating costs in €1.00

None <100 100-250 >250 None <25 25-250 >250
Large - - 11 89 - 11 67 22
Medium 8 31 39 23 8 31 58 4
Small 6 31 31 32 7 47 34 13
TOTAL 6 25 31 37 6 32 52 10

(SOURCE GELLYNCK ET AL., 2005)

4.3  Costs of maintaining quality assurance

In Figure 3 an overview of the operating costs &3Js given, derived from a survey with
food companies in Germany in 2003e(&R AND KRIEGER, 2004). This survey investigates
the costs and benefits of QAS in the food industfgre than 80% of the responding firms
followed the HACCP-standard and more than 60% eppthe 1SO9000ff standards. In
addition, the importance of sector-specific QAS amdironmental management systems is
increasing. The survey explores the costs regartlinge areas important for maintaining
QAS. The most cost intensive aspects of maintaiaiffgAS in a firm are documentation of
the quality management, process analysis of qualiBurance requirements and inspections
of e.g. raw materials (entry checking).

5 | MPACT ON TRADE

The standards of international QAS have increasedtantly and reached a high level of
regularization. This is due to the many differemiernational organizations and agreements
emerged over time, like the Codex Alimentarius cassion, the Sanitary and Phytosanitary
Agreement (SPS) or the Technical Barrier of Tragie@ament (TBT) of the WTO. The EU is
maintaining and increasing the international QABulgh active participation in the SPS-
committee, the Codex Alimentarius commission andeot WTP-commissions and
committees (EC2000). However, new initiatives are taken as Wwglthe EU to investigate
the impact of QAS and certification schemes in B¢ On April 7th, 2005 the European
Parliament has called the European Commission uacla a pilot study on food quality
assurance and certification schemes (HIDS5). This action resulted in an overview of food
supply chain dynamics and quality certificationtime different European countries and an
European-wide framework for the development of Qafsl certification schemes managed
with in integrated supply chains (E€006). Recent, on February 5th and 6th, 2007, the
conference on food quality certification schemegidlity-conference’) took place in Brussels
(EU, 2007A). The aim of this conference was to explore thpaat and potential for QAS and
certification schemes in Europe and for the workthet.

5.1 Impact on exporting countries

The choice of the right QAS can be important foreeng international markets. The high
standards for food safety have an important impaatountries exporting to the EU, but also
on the new member states of the EU. Exporting camtespecially developing countries,
often lack technical and financial facilities tocamplish the high food safety standards
present in the EU. Furthermore, in the different ®&mber states, still standards exist which
are more severe than the international standamdisietnas a non-tariff trade barriergfsoN
2003; TAYLOR ET AL., 2003). In addition, through the high food safetgnstards within the
EU more problems are caused in exporting counttiies) solved in EU countries. Especially
in developing countries the unemployment is indregsdomestic food producers are
squeezed out of the market and, through the incrgasiequal distribution of income the
access to foods becomes unequal as welll@o, 2002). Only the best performing exporting



farmers are able to be certified, which may lead smund market, since the weakest farmers
may be excluded. Also the stakeholders in the dgwed) countries should play a larger role
in the development of QAS. Technical assistancedpacity building should be provided by
aid programs without creating new dependenciesA&NI, 2007).

Figure 3: Operating costs of a quality system
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(Adapted from: RIEGER ANDSCHIEFER, 2005).

5.2  Impact on new EU member states

The new EU member states face the problem to ingiéitme whole European food law into
their national law, but lacking adequate facilities sufficient controls in compliance with the
European food law at the borders of the EU. Anotierier for the new EU member states
are the high administrative costs and burdens ofies®@AS. However, there are joint
activities to decrease the high administrative £@std burdens. Benchmarking of the basic
requirements schemes led to an overall reductiothennumber of schemes and reduced
overlapping and duplicate audits. Furthermore,ifeend and retailers are stimulated to work
together on the harmonization of QAS requiremewtt) the aim to further reduce overlap
and duplicate audits. Farmers and first-stage gsme are stimulated to participate in the
development and operation of certification ship axdn to take the initiative to take over the
ownership of a QAS (8.LYNCK, 2007;KORDIK, 2007).

During the ‘quality-conference’ a discussion waststd to develop an EU quality label which
indicates compliance with EU norms or with a supestandard. Such a label could help in
differentiating production according to higher stards from production to the basic quality
standards (&LLYNCK, 2007;KORDIK, 2007).

6 QASINNEW EU MEMBER STATES

This chapter describes examples of implemented @Afew EU member states. Established
quality systems in new EU member states and th#icudties are presented for Bulgaria,

Czech Republic, Estonia and Latvia. All five cougdrare now members of the EU. Bulgaria
has recently joint the EU (01.01.2007), the othmurfcountries on May 1st, 2004 (EU,

2007B).

6.1 Bulgaria

In Bulgaria, the main focus is on improving the doguality and food safety system through
origin labeling. Therefore, the protection of Buiiga names of traditional foods and drinks is
regulated and the awareness of Bulgarian produisersised regarding the benefits of
protected designations by the European labels &emteDesignation of Origin (PDO),

Protected Geographical Indication (PGI) and Trad#l Speciality Guaranteed (TSG). A
second pillar is the support of organic farminge onditions of soil, climatic characteristics
and other conditions in Bulgaria encourage thatistmt, as approximately 20% of the



agricultural land in Bulgaria is not treated witrtflizers or pesticides for about 7-8 years.
The rules for organic plant and livestock are avn in national law.

Due to arisen market failures the responsibility flmod safety and quality is moving form a
solely private enterprise responsibility to a comaion of state and private enterprise
responsibility. In 2003, the Minister of Agriculeuiand Forestry (MAF) approved the SGS
Bulgaria LTD Co. as inspection body for controlsl@ssignment of a logo, developed by the
MAF to designate the certified products. The tiprithar is the establishment of the National
Vine and Wine Chamber (NVWC) in 1999, which is ater-professional organization of
producers, processors and traders of grapes, wth@r@ducts made of grapes and wine. The
main function of the NVWC is to support and protéxet common interest of its members, to
protect and control the origin, quality and auti@tyt of the produced and traded products
and to promote a viticulture developmenk@R MISHEV, 2004).

6.2 Czech Republic

In Czech Republic high quality and safety of fooaducts are indicated by a national
produce quality label (KLASA mark, see Figure 4heTKLASA mark is awarded to high-
quality food and agricultural products since 20@AIf, 2007). Since 2004, the State
Agricultural Intervention Fund (SAIF) is respongldbr the awarding and distribution of the
label. The main objective of the KLASA quality ldbis to increase and maintain the
consumer and customer awareness and trust of/imithe quality of the KLASA labeled
products. The label is granted for three yeargy afhich the ownership may be extended, but
also withdrawn, if the product quality has declinétde regular monitoring and evaluation of
the required quality and composition of the produstperformed by the Czech Agriculture
and Food Inspection Authority. One principal regment for achieving the right to use the
KLASA label is the certification of ISO or HACCP.uRhermore, the producers have to
follow the rules for good manufacturing, hygiened agricultural practice (EHUSTRIKOVA
AND PLASIL, 2004). In the meantime three beer products havevwed the PGl-label of the
EU: Budtjovické pivo, Budjovicky méstansky var, andeskobudjovické pivo (EU,2007).

Figure 4: Logo of KLASA mark of Czech Republic
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6.3 Estonia

The Estonian government, respectively the Esto@ilaamber of Agriculture and Commerce,
established a first Approved Estonian Taste quadibel in 1997 — the shamrock leaf label
(see Figure 5). The shamrock label is given to fpamtluced in Estonia, which successfully
passed laboratory and sensory evaluation. Thenooigihe raw material is not considered for
the awarding of the shamrock label. In 2000, a seécdpproved Estonian Taste label was
introduced, denoting the Estonian origin and highligy (see Figure 5). This label is granted
to products which are made of raw material of 10B8tonian origin and which has passed
the laboratory and sensory evaluation. The produitdfilling the requirements of the labels
are allowed to use the label for two years, dusdgch random after-control is conducted.
After two years the firms can renew the contraaise of the labels.

According to the Community Guidelines 252/2001 loé tEU the politics of issuing and
financing of the quality labels were adapted. Tik@nsrock label was redesigned for universal
use, so that it is not solely for Estonian prodaaerd the financing of the barn swallow label
has been redirected entirely to the producers tekes



6.4 Latvia

In Latvia quality and food safety systems are distaéd through origin trademarks of Latvian
food. The coordination is in the hand of the noregamental organization (NGO) Marketing
Council (MC). The MC is a union of Latvian produs@f agricultural and food products and
related NGOs. Only one governmental institutiopasticipating in the MC— the Ministry of
Agriculture. The MC has introduced the quality gathrk “Quality Latvian Product”, which
is also called “Green Spoon” by the consumers sgere 6). Products who are allowed to be
branded with that label need inter alia to contétfo of regional or national raw material,
assured traceability of origin of raw materialspdoproduction, processing and labeling,
assurance of food quality in accordance with EWiregnents or with producer standards.
Food safety is mandatory. Since this label can Ise applied for products which are
produced abroad, consumers face difficulties téecbhtiate products made in Latvia and
those produced abroad.

Figure 5: Logos of Approved Estonian Taste: shamrdcleaf and barn swallow labels
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In 2003 the label “Growing Green in Latvia” was dped by the Ministry of Agriculture
with the aim to raise the competitiveness and saflésatvian agricultural and food products
on the domestic and export markets and to incrédasanarket share of locally produced
agricultural and food products in Latvia EMECE, 2004).

Figure 6: Quality label in Latvia: 1) “Latvia’s Qua lity Product”™-“Green Spoon”, 2) “Growing Green in
Latvia”

Exemplary for the development of quality system<entral and Eastern Europe Bulgaria,
Czech Republic, Estonia and Latvia show that foafkty and quality is mainly achieved
through origin labeling and through labeling of @angc products. Furthermore, the approach
is followed that the governments initiate the idiotion of quality assurance schemes and
that the private sector and its stakeholders takesthe responsibility.

7 DIScuUSsSION AND CONCLUSIONS

For the introduction of QAS in the new EU membeitest several essential elements should
be considered for a successful implementation. grivate sector and its stakeholders, such
as farmers, producers, retailers and consumergjlcshtake over the leading role and
responsibility for implementing and supporting ®QAS. The government should act as a
facilitator in the process. It means that it cart as an initiator bringing experts and
stakeholders around the table, but as soon ashp@ske leading work should be taken over
by the private sector. The government can providmes financial incentives to attract
participants but should avoid that the incentivesdme the objective as such in the eyes of
the stakeholders.



To obtain reliability and trustworthiness the imtuation of QAS in the agricultural sector
should be done following a logic set of phasegefiérs to the fact that aiming at including the
whole agribusiness sector from the beginning oto@s ambitious. By following the latter
approach, the risk in generating a lot of criticilam different types of stakeholders is too
high. It will result in opposite effects in terms reliability and trustworthiness. By starting
with one or two sub-sectors within the agri-bussssctor as a kind of pilot phase, learning
effects can be generated and transformed to subsesectors.

An important factor for the successful introductiohQAS is finding the balance between
appropriation for public announcing the introduntmf the QAS and the degree of perfection
is one of the main challenges for the new memlaest By waiting too long, the motivation
of stakeholders included in the preparation phasles rto decline on the one hand. By
introducing the sector too early, support from th#ferent stakeholders risks to lack and
consequently criticism to be strong on the otherdha

Another important factor for successful introduntis the consideration of the structure of
the supply chain. The supply chain structure igmheining the size of costs and benefits. The
implementation of QAS in an integrated supply chaimuch easier and less costly than in an
inconsistent and dispersed supply chain. An integraupply chain is an association of

customers and suppliers who are using managemamtitgies for working together on the

optimization of their collective performance in nmvak distribution and support of an end

product. Besides the easier and less costly impitatien of a QAS in an integrated supply

chain there are other benefits of an integratedolguphain, such as inventory reduction

throughout the chain, reductions in supplier redumg, reduced transaction costs, frictions
and barriers, increased functional and proceduna¢rgies between chain members, faster
response to changing market demands, lower opgratid investment costs across the chain,
and shorter product realization cycles and lowedpct development costs. The government
and the stakeholders should stimulate the formationtegrated supply chains.

Once the first step is made and a basic QAS isemehted, the costs and benefits of
implementing another QAS are becoming consideraldwer. For instance, the
implementation of a HACCP system next to an exjsiactor hygiene code can lead to lower
costs, but is also leading to lower benefits. Thsts are lower because the firm has already
invested in adaptations for food safety and hygiesmirements. The benefits are lower
because the risk of overlapping and duplicate audihigher. Only the optimal combination
of QAS leads to best cost-benefit balance.

The main benefits of introducing QAS are the imgment of process and product quality

and safety as well as a decrease in product fadlncecustomers dissatisfaction. Moreover,
product liability and cross compliance play an imgot rule particularly for B2C approaches.

Main barriers are the high administrative costs lamdlens of implementing and maintaining

QAS. In addition, the structure of the supply chia@as an important impact on the success,
costs and benefits of a QAS. The core barrier feu@essful implementation of a QAS in a

non-integrated supply chain is the information degiween the chain members. It is the
responsibility of all stakeholders to continue t@rk on benchmarking and harmonizing the

QAS.

The new EU member states adapted relatively fagtedigh EU-standards. Food safety and
quality is primarily attained through labeling diet geographical indication and organic
production methods. However, the new EU memberestahainly follow a protective
approach rather than using QAS as a pro-activeotiaan management tool. One has to keep
in mind that a high performing QAS is only obtaingden its different stakeholders mutually
support it and truly believe in it being an instemhto reach a common goal.
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