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INTRODUCTION TO APCO

APCO Worldwide is a global consulting firm
and a leading provider ofcorporate advisory, TABLE OF CONTENTS

public affairs and strategic communication INTROMICTION TAAPCQ-urmmnremnermmmaremermmmaeemneennns 2
services in China We have been serving EXECUTIVESUMMAR Yerceeemeeeemsseameeemeesemsseamemameeees 2
clients in China since 1989 Today, ar China

X BACKGROUND ANGONTEXTF--ssensrensrnnrnnnrnnnrmnnrnnsnass 2
team includesmore than 100 employees from THE FOODSAFETYLAW. A G " 3
a diverse range of backgrounds, including HEFOODSAFETYLAW. ALLOSERLOOK -+-:zrserenresvase:
business, govenment, journalism, academia IMPLICATION$-ORFOREIGN-&B COMPANIES INCHINA -----9
and civil sociey. Food & Beverage (F&B) is CONTACTNFORMATION: «1sssmtsensssmsnsnsasannssaasamsaaaas 10
one of APCOD3s |l argest practice areas; our

clients include major compnies from Europe,
Asia and he Americas.

EXECUTIVE SUMMARY

A Ch i rFaoll Safety Lavcomes into effect on June 12009. Chinese regulators hope the law
will reduce the number of food sadty crises that have occurred in China irecent years.

A The lawseeksto clarify andstreamline oversight between government agenciedy giing the
Ministry of Health (MOH) areater coordinating role and establishing a Food Safety Consmi
sion. However overlappingresponsibilites remain, and it is not clearthat this restructuring
will achieve subsantial efficiency goals.

A The lawmandates a comprehensive riskmonitoring andassessment systento preventfood
safety incidents from escalating into crises Thiswill be expensive ad difficult to manage,
anditdi f fers substantitmdd o faonme INemdretr nproogé skur e s

A Detailed rules are &id out for the development ofnational food safety standardsgreater
scrutiny of food additives, import and exporactivity, and packaging and labeling.This will
substantially increase costs forll F&Bcompanies.

A Thelaw is a step in the right direction, buit will likely bring only marginalimprovement at
best in food safety The approach taken was based on the perception that food safety
problems ariseonly from inadequate government control and a lacéf clearbest practices

A Chinad6s F&B sect or regulatory enrommeati Tinispeesemtsosimficaatx
opportunities for foreign companiesto play a role inthe development of standards,
implementing regulations and other new elements requiceby the law Proactive companies
can leverage their exptise to strengthen priority relationshipsvith key reailators.

A Food safety crises wilkcontinue to occurin China Foreign companies shoulgrepare robust
crisis management strategies monitor the regulatory environment,develop rehtionships
with stakeholders, andscan both conventional and mline mediato mitigate these risks

THE FOOD SAFETY LABACKGROUND AND CONXIE

On February 28 2009, the Chinese Natimal The Food Safety Lavhad a long gestation -
Peopl eds Congr ess odqdNPriod o it mak dive gedrs of législative deliber
safety law. It comes into effect on June,1 tion and several revisions and received more
20009. than 11,000 public comments before being
finalized. It has a sinple aim & to ensure Chir
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nads F&B industry
its citizens and export mekets.

The law was developed in response to the
large number of food safety incidents that
have occurred in China in recent yearsmk

pacting
as well as millions of Chinese consumers. &4

jor food safety incidents have probably @

curred in China for decades, but it is only a
recent ppen omenon t hat Chi
have demanded greaterguarantees of safety
in their food suppy.

The development of theFood Safety Lawis
al so a natur al
nomic development and need for a naern

regulatory framework governing its F&B sector.
The challenges faced by legislators reflect the

Fdedpitesge c t or

complexity ofChi na 6 s
id economic devdopment, the sector remains
disaggregated.

A The agriculture system is composed of
hundreds of millions of small farms

A OF C h ihalfandlisn food production
facilities, 70 percent are workshops with
fewer than 10 employees, rany of which
operate outside the law tosurvive,to max-
imize profitability or because they are o-
aware of regulatory equirements.

A Supply chains and distribution networks
are similarly fragmented.

Enforcement has historically been weak, with
responsibilities scatered among seeral d

THE FOOD SAHY LAW: A GDSER LOOK

The lawcovers a range of issues any modern
food safety reguhtor would expect, including

the allocation of egulatory responsibilities,
enforcement, standards and legal sanctions

Following the format of similar major Chinese
legislation, the Food Safety law creates a
regulatory framework by outlining general
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safer products to

b o tMadeiniClin aghl dlr aln do

consumer s

of Chinaos ec

sometimes campeting d government agencies.

This has led to ovdaps and gaps in responis

bilities and a geneal lack of policy oherence.

In its September 2008 ep o r t OAdvanci
Food Safety inChna, 6 t he Worad Heal
nisation (WHO) dscribed C h i nf@eod safety

regime asdisjointed, chaotic, poorly informed

and oldfashioned.

principles. Many concrete details and practic-

al guidance on how such principles should be
implemented will be clarified in subsequent

Oi mpl ement i,0g whdlddapub e s
lished by the State Council before June 1 this
year (draft measures were published for
comment in April 2009.
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