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SUMMARY

The paper discusses the origins and history of sanitary agreements from an early stage of animal
disease spread through to the vast improvements in transboundary disease control, which have
taken place first in developed countries and more recently in countries with potential to export
livestock products. These improvements have created pressure to establish rules on animal health
disease status and more recently on the quality of animal health services. These rules are part of
the SPS agreement. However, there has been a divergence in the quality of animal health systems
and status over the last 30 years, with three groups of countries identified. In the one group are
developed countries who have a high capacity for the control and eradication of transboundary
disease, and relatively good abilities in the control of livestock product trade. Another group of
countries are mainly developing countries who have a high potential to export livestock products,
and have recently eradicated important transboundary diseases. However, their surveillance and
emergency response systems are variable. A third group consist of developing countries who have
poor control over animal disease and little or no capacity for livestock product export. The different
in human and technical capacities in these groups of countries imply that livestock product trade
negotiations are carried out on an uneven playing field. There is need to further clarify the SPS
agreement in order to help developing countries improve their animal health systems and status so
that international markets opportunities are fully exploited. It also recommended that the least
developed countries are given strong technical assistance in the development of their veterinary
services to ensure that poor rural people in these countries have every opportunity to use livestock
as means of poverty reduction. Improvements in international animal health regulations will be an
effective mechanism to protect previous investments in animal disease control and the expansion
of animal disease free regions.
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INTRODUCTION

Concerns about the introduction and spread of animal disease through the imports of livestock and
livestock products provide powerful arguments for the need for regulations on international trade.
This paper examines whether international rules on livestock disease and animal health systems
are part of barriers to trade or are methods to protect investments in animal health status. An initial
section examines the origins and history of the sanitary agreements, followed by a section that
examines the negative and positive impacts of the SPS agreement. A discussion identifies
conclusions and potential solutions to problems.

Animal Health Systemas and Status as Trade Barriers
By Jonathan Rushton
email: rushtonjonathan@yahoo.com




Food Regulation and Trade: Institutional Framework, Concepts of Analysis and Empirical Evidence

Summer Symposium of the International Agricultural Trade Research Consortiums (IATRC)

Bonn University, Germany

ORIGINS AND HISTORY OF SANITARY AGREEMENTS

The spread of animal disease through the movement of livestock and livestock products has a long
history. Table 1 presents some examples of animal disease spread over time.

Table 1. Important animal disease spread that is related to trade.
Disease When Movement Comments
th
clzgntur Cattle from Africa Establishment of trypanosomiasis in Latin America, where
(Luckizs to Latin America trypanosomes have adapted and used biting flies to
1999) ' maintain and spread their population (Quispe et al, 2003).
Trypanosomiasis - .
In the last!|cCattle from Brazil Examples of price differences ar_1d technology
10 to 15!to Bolivia® and improvements leading to movement of animals from other
ears Central AmericaZ parts of South America to Bolivia and Central America
Y respectively
The appearance of rinderpest in Africa killed thousands of
Movement of cattle and is sometimes reported as having an important
Rinderpest 1891 cattle from impact in development. It is only recently that the disease
P Eurooe to Africa has been brought under control in Africa and there is now
P a possibility of eradicating this disease from this
continent.
During the tuberculosis eradication programmes in
Denmark, positive cattle were sold and exported to the
Late 1800 Cattle movement|UK. This increased the already high levels of tuberculosis
Tuberculosis earlv 1900 from Denmark to|in the cattle population. In the early 1900s bovine
y the UK tuberculosis was one of the major causes of infant
mortality in the UK due to the consumption of tuberculosis
contaminated milk and milk products.
Meat with bone It is suspected that bone infected with FMD was fed to
pigs in England. An epidemic began that lasted 6 months
movement from . !
1960s Argentina to the and involved a stamping out programme that slaughtered
UI? 180,668 cattle, 77,592 sheep and 98,526 pigs (Whitlock,
1968)
P Pigs were fed leftovers from a restaurant contaminated
ggz;zgd mouth with FMD. The disease then spread from pigs to a
neighbouring sheep flock. Sheep movement within the UK
2001 Unidentified produced a massive epidemic that lasted for 12 months,
source involved a stamping out programme that slaughtered
792,864 cattle, 4,930,029 sheep and 431,651 pigs and
cost billions of dollars (Rushton et al. 2002; Thompson et
al. 2002).
BSE 1980s and Er):gor:)or?; mz‘: Worldwide outbreaks of BSE have been strongly related
90s from the UK to the patterns of exports of UK meat and bone meal.
Export of poultr There are arguments about the importance of migratory
1990s and ang poultry birds or trade in the spread of avian influenza. However,
HPAI 00s products P iz Japan and South Korea quickly controlled the disease

South-East Asia

and maintained freedom when they stopped imports of
fresh, uncooked poultry products.

The use of animal disease presence as a trade barrier is also not a new phenomena. For example
European countries, with the support of their pig producers, banned the imports of American pork
in the 1880s because of rumours that the meat was infested with trichinosis. According to Gignilliat
(1961) this was a godsend for European protectionists.

! Based on field evidence from Bolivia

2 Based on anecdotal evidence of veterinarians based in Central America
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However, the patterns of indiscriminate spread of diseases began to change in the 1960s and
1970s as European, North American countries and Japan began to make serious inroads into the
control of range of both transboundary and endemic diseases®. This was achieved through
significant investments in human skills and the implementation of much more rigorous and
organised programmes that used epidemiology and economics research to assist in decision-
making. Towards the end of the 80s many of these developed countries had begun to be free from
the major transboundary diseases and were beginning to make assessments of how to protect
themselves from potential re-entries or re-emergence of disease. In addition to this group of
countries were Australia and New Zealand, who were largely free of many of the transboundary
diseases and had important livestock industries that exported livestock products throughout the
world. The strategies employed in prevention of transboundary disease have been different, the
USA has adopted a pro-active role in working with potential exporting countries in maintaining
control of food chains through its international arm APHIS. Much of this activity has been
concentrated in neighbouring countries in particular Mexico, Central America and the Caribbean.
Australia and New Zealand have made investments in protecting their borders from incoming
livestock and livestock products. Europe, while playing a role in setting rules, has perhaps not been
as active in disease prevention actions.

This period of change in animal health systems and status also coincided with a greater interest in
non-tariff barriers that were discussed and included in the Tokyo Round (1973-79) of GATT in an
attempt to reduce the use of technical issues as trade barriers (Irwin, 2002). In this Round
countries imposing domestic taxes and regulations had to adhere to the standard of “national
treatment”, which is another form of non-discrimination by which domestic and imported goods
should face the same regulatory standards. Therefore, governments were prevented from setting
one standard for domestic products and then imposing a more stringent standard for similar
imported products (Irwin. 2002). Whilst the intentions of this round were aimed at reducing the
impact of technical barriers to trade there success was limited as a majority of GATT members did
not sign the codes and there were gaps in the coverage of the rules, for example the agricultural
sector and developing countries were exempt from the GATT regulations.

Before the Uruguay Round there was strong expansion in world trade, which also included trade in
livestock and livestock products (Ataman Aksoy, 2005), and there was a long-standing debate or
argument on the use of hormones in beef production. The latter had led to the European Union
banning US beef products from its market on food safety grounds even though there was no clear
scientific evidence to support this decision. This problem led the USA to seek clarification of the
rules on health and safety regulations during the Uruguay round and resulted in the Agreement on
the Application of Sanitary and Phytosanitary Measures (SPS). This agreement provides that
trade-related sanitary measures should be based on scientific evidence or be based on
international standards (if they exist). It was also stated that sanitary measures should be non-
discriminatory and not be more trade-restrictive than required to achieve the appropriate level of
sanitary protection. The agreement also was strong on the need for consistency in the protection of
health risks and that animal health barriers should not be discriminatory or a disguised restriction
on international trade (WTO, 1999).

At the time of the SPS agreement the developed countries had been moving towards a set of
international standards through Codex Alimentarius for food safety and the OIE on animal health
and zoonoses. These two organisations became important actors in the livestock and livestock
product trade disputes with the signing of the SPS agreement. The overall goal was to emphasis
the need for standards that ensure food safety and the prevention of animal diseases, and the

®ltis recognised that some diseases were controlled well before this period (see Fisher, 1980), however
major breakthroughs were mainly made in the period suggested.
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limitation of countries abilities to use animal health issues as protectionist devices (Friis Jensen,
2002).

These advances in the setting of international standards on animal health and food safety with the
agreement on compliance were accompanied with a divergence in animal health systems and
status in different countries (Jaffee & Henson, 2005). Three groups are beginning to emerge that
have very different needs from the SPS agreement:

1. Countries that are free from the majority of transboundary diseases, that have a reasonably
strong surveillance systems and relatively high capacity in terms of human, logistic and
financial resource to stamp out transboundary disease re-emergence. These correspond to
the developed countries with some possible exception of Chile. Their livestock systems are
mainly found in intensive units with high capital investments, production systems that are
vulnerable to small changes in demand and output. These countries are also important
importers of livestock products, and if other trade barriers were removed, would be
attractive markets for group 2 countries.

2. Countries that have recently declared disease free status of the major transboundary
diseases and have surveillance systems based on vaccination campaigns. Their abilities to
control and eradicate the re-emergence of transboundary diseases are variable. These
countries are found in the Southern Cone of South America, Mexico and potentially South
Africa and Thailand. They are exporters of livestock products and in some cases are
aggressively searching for new markets (Economist, 2005).

3. Countries that have poor control over livestock diseases and have weak animal health
systems. They have low levels of general investment in livestock systems, with most of the
animals in extensive systems. Some of these countries are importers of livestock products
and most have very little capacity to export livestock products.

Liberalisation and clearer rules on technical trade barriers that relate to animal health have helped
to increase trade in livestock products (Delgado et al, 2001), although this slowed towards the end
of 90s (Ataman Aksoy, 2005). The relaxing of tax laws on agricultural exports from Brazil combined
with a greater serious and international representation of the public veterinary survives from this
country has led to a strong increase in livestock exports from this country over the last 5 years
(Economist, 2005; Rodrigiues, 2003).

In more recent times Byron Nelson identifies three important trends in global livestock production
and trade:

e The growth in demand for livestock products in developing countries and the meeting of
that demand mainly through intensive pig and poultry systems, but also milk production.
This is the livestock revolution (Delgado et al,1999).

e An ever-increasing trend for food safety in developing countries.
e A development in international law that incorporates food safety issues.

IMPLICATIONS OF ANIMAL HEALTH SYSTEMS AND STATUS ON LIVESTOCK AND LIVESTOCK PRODUCT
TRADE

Negatives

A balance between consumer welfare and adequate protection of public and private investments in
animal health control, livestock and livestock production systems is difficult to achieve. As the
head of the Australian quarantine services states (Landos, not dated) “If you are a grower whose
whole livelihood may be threatened by a sanitary or phytosanitary access decision, you are likely
to only be interested in a zero risk approach compared to a consumer who may enjoy perhaps a

Animal Health Systemas and Status as Trade Barriers
By Jonathan Rushton
email: rushtonjonathan@yahoo.com




Summer Symposium of the International Agricultural Trade Research Consortiums (IATRC)
Food Regulation and Trade: Institutional Framework, Concepts of Analysis and Empirical Evidence Bonn University, Germany

new variety of cheaper price of an import.” There is also concern that lobbying can easily take out
of all proportion risks in food safety and environmental issues (see Box 1).

Box 1. BSE in Canada and USA — an over reaction?

In May 2003 the Canadian government reported the detection of a single case of bovine
spongiform encephalopathy in a national cattle population of nearly 13.5 million animals (FAO,
2006). This led to 40 countries banning the import of large range of live animals and livestock
products from Canada. Mitura and De Piétro (2004) estimated that the impact of the international
livestock trade ban was significant for Canada. In 2003, Canadian farm cash receipts from cattle
and calves were estimated at $5.2 billion, a sharp drop of $2.5 billion (33%) from 2002. At farm-
level it was estimated that on average a family farm with an unincorporated beef unit would have
lost US$20,000. The more wide-ranging impact of the trade ban was the movement of cattle from
Mexico to the USA to fill the demand for store cattle that would have come from Canada. While this
has created a positive impact for cattle producers in Mexico, it has meant that beef prices in
Mexico have risen affecting Mexican consumers, and that the USA is potentially importing animals
from areas with low tuberculosis status (Ayala et al. 2005).

Later in 2003 the USA also declared the discovery of a single animal with BSE (out of an estimated
cattle population of 96 million, FAO, 2006) which led to 53 countries banning the imports of
American beef. Coffey et al (2005) estimated that the losses associated with this trade ban were
between US$3.2 to 4.7 billion. These authors also estimated that BSE has had considerable costs
in terms of increased needs for surveillance at farm and slaughterhouse level.

The reaction of the world to these reported cases of BSE seems to have been an over reaction
given that both Canada and USA had in place BSE surveillance systems, and had controlled the
use of meat and bone meal in cattle diets (European Medicines Agency, 2004). In addition, there
has been a slow improvement in the knowledge of the risks of BSE to human health. Experiences
in the UK, which has the human population at greatest risk to BSE, would appear to indicate that
human cases are now falling, and that risks are much lower than feared.

On an international level the use of BSE cases in Canada and USA as a trade barrier can only
have a negative impact on disease reporting in the future. Livestock exporting countries, whose
economies have far less ability to absorb rapid changes in export demand for livestock products,
are unlikely to report minor levels of animal disease where there is a risk of exaggerated and rapid
trade bans. The objective of increased transparency with the SPS agreement would therefore be
placed in jeopardy.

Landos (not dated) also expresses concerns that in small countries, even developed ones such as
Australia, the number of scientists in specialist areas is not always sufficiently strong and deep to
deal with issues that arise from the SPS agreement. In a much more straightforward example Box
2 provides details on how the world has responding slowly to the risk of trade in disseminating this
disease, in part because of a lack of capacity in the countries worse affected

Box 2. The spread of avian influenza in the South East Asia and more recently in Africa — a
lack of effective control of trade in live birds and fresh poultry products?

Avian influenza has been present in Asia since the 90s (Van Konkelenberg, 2005), but it only
reached a situation of serious proportions after it entered South East Asia in 2003 (Ruston et al,
2005). The reasons for its rapid spread in this area have not been fully explained and there has
been much discussion on trade or migratory birds have been the important issue in the
international spread of the disease. However, it would appear that trade had a major role in the
entry of the disease to Japan and South Korea, countries who dealt rapidly with initial outbreaks
and subsequently banned live poultry and fresh poultry product imports from China and Thailand.
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Other countries have not been so effective in controlling movement of poultry and poultry products
and have had tremendous difficulties in bringing the avian influenza under control. The recent
experiences with the appearance of avian influenza in Nigeria due to the importation of poultry
from Asia demonstrate that while the developed countries have relatively effective mechanisms in
applying controls on livestock and livestock product trade due to the presence of transboundary
diseases, developing countries are some way behind. Where zoonotic diseases are involved and
this places the populations of importing countries at risk, and also has negative impacts on their
livestock producers.

The international response to the limitations of affected countries in controlling avian influenza, and
the low capacity to control movement from these affected regions to other developing countries
has been relatively slow. In general the developed countries have not supported interventions
quickly enough (Rushton et al, 2005a; Forthcoming). Contrast this with how quickly the
Netherlands detected, controlled and eradicated H7 avian influenza in 2003. The outbreak last for
a very short period. In addition within a year the outbreak and its control had been studied by a
group of national scientists who examined whether the most effective means of control had be
used and also the implications to human health (Elbers et al, 2004; Koopmans et al. 2004;
Stegeman et al. 2004; Witt et al, 2004; Thomas et al. 2005)

Perry et al (2005) also identify the difficulties of developing countries to comply to the regulations
with a glaring gap between the current international trade regulations and the capacity and ability
of many developing countries to comply with these regulations. A negative to these authors is that
rules are set by developed countries, with developing countries having very little influence. These
rules are generally complex and open to different interpretations (Perry et al. 2005), which can also
cause problems between developed countries. As Irwin (2002) says writing rules such as SPS is
not going to end livestock trade disputes. The negotiation of the rules is a useful way of finding
common ground. However countries will have different assessments of risk trade-offs involved in
any given regulation. A good example, would the United States and European Union perceptions
of risk with regards food safety (Perkidis et al. 2001). In Europe, the food is under suspicion until
proven safe, whereas in the United States, the food is acceptable until proven harmful.

Complicated regulations will be difficult for many developing countries to comply with and therefore
imply a restriction on trade and access to markets (Byron Nelson, 2005) leading to the exclusion of
such countries (Leslie & Upton, 1999). If the transactions costs of being involved in international
trade of livestock products are too high then many countries will be excluded. In the end this can
hurt both potential exporting countries who have livestock producers with markets limited to
national consumers and less demanding countries* and consumers in importing countries who pay
more for their food and have smaller range of products. What is clear is that while the SPS
Agreement does have specific provisions for these potential exporting countries assistance is very
limited and as a general rule not well focussed (Landos, not dated).

Positives

There are, however, a number of very strong positive aspects coming out of the increase in
international trade in livestock products and greater standardisation in rules for that trade. For
example the SPS agreement has been successfully used to allow uncooked Argentinean beef to
USA after 80 years of exclusion (based on areas of Argentina being free of FMD) and the
Australians are now allowed to buy cooked poultry meat. In each of these cases the trade
restrictions were based on a questionable issue of public health (Irwin, 2002).

* Therefore likely to be countries who will pay less for the product.
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Rushton et al (forthcoming) that the SPS agreement has been an important component of the
advances in the fight against transboundary diseases, which in some cases is leading to the
possibility of worldwide eradications. Through the general process a number of countries have
been brought into an international animal health system through trade leading to an expansion of:

e Expansion of animal disease systems that are more effective in the detection and control of
diseases — benefits at farm-level and in livelihood security

e Expansion of livestock processing norms — benefits in food hygiene and safety (Byron
Nelson, 2005)

e Improvement in the animal health status in these countries

Greater trade and clearer regulations can also help to improve animal production and processing
systems (Byron Nelson, 2005) if appropriate technical assistance is provided. This has an impact
of ensuring that national and international consumers get better quality products at more
reasonable prices. However, Perry et al (2005) report that the success stories of developing
countries exporting livestock and livestock products have been led by the private sector and have
succeeded despite the lack of support of national governments.

DiscussioN

A view that the animal health systems and status are used as trade barriers is true in some cases,
but is too narrow. Sanitary agreements can also be seen as a key strategy in the eradication of
transboundary diseases as they bring collective action of developed countries on international
disease control, and through trade draw in developing countries with potential and interests in
livestock and livestock product exports. However, some countries will be left out as they have little
capacity to invest in better animal health services and little incentive to do so because of their lack
of capacity to export. Developed countries need to offer support to the latter countries in improving
veterinary services. This would be a win-win strategy as better animal disease status reduces
costs and risks of livestock production, improves world animal disease status and reduces risks of
animal disease spread from such countries to free zones.

Byron Nelson (2005) suggests that the problems that developing countries face with the sanitary
agreements can be addressed positively so that governments of these countries act in the interests
of their own poor livestock producers. He recommends that the developing country governments:

e Greater coordination of national ministries, organisations and private individuals involved in
setting national policy agendas for food safety.

e Improved quality and quantity of delegations to international organisations
e The formation of alliances with countries that have similar problems.

e The lobbying for technical assistance to comply with international regulations, both public
and private.

The major challenge is to work to improve and update the SPS agreement. In general many
authors are in agreement that the clarification of the trade regulations that relate to animal health,
which took place in the Uruguay Round, was flawed but positive (Byron Nelson, 2005; Perry et al.,
2005; Irwin, 2002). What needs to be improved is support for countries who are not well
incorporated into the international livestock and livestock product trading systems. For these
countries there is need to support and develop animal health services that address the needs of
extensive livestock systems kept on communal lands — be they cattle, sheep, goats, pigs or
poultry. These production systems are where there are major challenges in the control and
eradication of transboundary diseases. There also has to be continued support and incentives to
countries that export livestock products, but have variable surveillance and emergency response
capacities.
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