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I. Introduction
 

The analysis of agricultural export demand is an integral part of
 
the A.I.D. assisted sector analysis work ongoing in Latin America. The
 
methodology that is being developed in Colombia is d :signed to provide
 
information to government officials that will help them decide how to
 
allocate their resources given their desire to achieve certain objectives.

The linear programming technique allocates available resources 
(land,

labor, capital) among alternative activities (crops, industries, services)

in a way that maximizes a given objective (increasin[ employment, for
 
example). 
 But the results are meaningful only if realistic constraints
 
are included in the model. 
 Land, for example, is an easily recognizable

constraint. Given the existing technolor,, the amount of wheat that
 
can be grown in Colombia may be limited by the amount of land suitable
 
for growing wheat. Demand can also act as a restraint. For example, it
 
may be physically possible to grow tomatoes on all the land 
 in Colombia,

but if the market for tomatoes at renumerative prices is for only a
 
minute fraction of what is possible, there is no point in growing the
 
remainder.
 

Two markets exist for Colombia's agricultural products--the domestic
 
market and the export market. Domestic demand is made up of the demand
 
of househo]lds, businsC ;ses, and government . Information about these
 
subsectors was av ijable within Colombia from 
household consumptio n c'IrVeys, 
surveys of busintsses and manufacturers, government budgets, etc. II,,ror
matjon oL the cann.1]s througl which goods fiuw to and from the aer Icu I '.ral 
sector we. also availabIc from Colombian SOuLces. Both sets of in forma
tion were incorporated into the Colomnbian agricultural sector mu vs 

To be compete, the al,.s s;hould also inc] de reliable estniates
 
of i-he external d,.i--nid for i.11diVidual Cohifmodi.ties. A substaitial c4
of;r:
Colcmbyian an r .Coi _I.tral produc t ion is exported (during 1968-70 rnt t-CC ,e 
expo-ts averaged 18 percent of totli cor,::; tic prodtuction, for e:.:nn ,. 
net: banaine expor t2 ,vraged '44 porcnct CI dowes.stic production; cotto:i 
expo)ts 30 percent; tobacc e xports 29 c-rcent ; and sugar exports 23
percent. If h. 0 :;market:- for :. eXpC we etl.iniinated, the demand 
t ii V du.ll coi;:moditic-s ,iouid :roe,, sb stautiml.lv. Production 

M!1,1 to 
deimncl. Aid ,r" i;IclI d iffert,':t ,I Id pt!te1n, there wou.ld be :,dif:ferent 
opt mumii patt-,-ii of r-S:uT Li al lo ' ttlon. I Octh 

pat tol1,; %'n '..1va.o chan.;C i LII;pOcnse to the changing patterns ol 

:rwords , we are lim ited 
in wiht wt., clii saY iltout opt i:!l r0,cu cC alocati rn ul ess reesFon-b Io 
esti mate s of thn: 'amioulnt of (X.lIolbi,iii exports which could be absorbed 1V 
the internatL[one1I market arC :.vailablc for e.ach important comnmodity. 

Rccogni:: inp L1.h iporrac,,!o of betterf ."st imt:cs of external demand 
to Colom,bia's an..v em.l]so 1.ctai ,, project sub-activity was initiated 
by the U.S. Dopertiiient of AP 'oture LASA team during fiscal year 1972. 
The purpose of tl;is effort was t:o identify priority commodities for 
export e.xpansion and to develop e:-:poi't projections for these commodities 
based on au analysis of the rcmjor import markets. Groups of commodities 
initi'al] y anialyzed n,:iuded fresh and process-ed fruits and vegetables, 
sugar, tropical. hardwoods and flowers. Markets covered included the 
t'he Uili td St ates , Japan , the European Economic Community, and the 



-2-


United Kingdom, Trends in production, consumption, and imports in
 
major (actual and potential) consuming countries were examined, the

barriers imposed by tariffs and other trade restrictions were evaluated,

and 	where data was available, an attempt was made to determine whether
Colombia (in this case) would have an absolute cost advantage in any

of these markets vis-a-vis domestic producers and other foreign
 
competitors.
 

Three conclusions emerged from this initial project:
 

1. 	The world market surveys and world demand projections
 
published from time 
to time by FAO and USDA provide

useful secondary data but little direct help to individual
 
countries interested in evaluating the export potential
 
for their commodities.
 

FAO trade projections are based upon projections of supply
and demand in individual countries given present price
levels. Estimates of Colombian coffee exports, for 
example, are derived by substracting projected demand 
from projected supply. The remainder is assumed to be
 
exported if positive (or imported if negative). These
 
types of projections give little help 
to those interested
 
in evaluating the potential market for Colombian exports,

for 	example, i.e. how much of its exports the world market 
can 	 absorb at a price level it which the process is still
profitable to Colombia. What happens when a country
expands its exports beyond the level projected by FAQ?
How mutch more coffee can Colombia sell before the price
drops and then how far and hiow fast will it drop? FAO 
projections provide no answers to these types of questions.
Yet ans .;ers are crucial for sector analysis work as well 
as for those responsib)e for planning and implementing 
country export expansion prograns. 

Most USDA trade proitj ti ns .-uffpr from the same shortcomings.
Some market urvey- may ini.clude information of use to Latin 
American count ries, lilthi)uu-,o USDA's priority commodities and 
market.: diff r frntr tm:o.e of oiost. Latin Amierican countriesc. 
USDA's ongoing tride rese.atrch ai analys;is is of limited 
benefit bectan;e alnoT1-t all of it is orient(ed specifical]ly
toward i eat, fy ig export possibi liit ies for U.S. product s. 
In fact all. this work is done Under the Department's PPBS 
goal.-- i miercas ing U.S. agri cultural exports. 

2. 	Count rie:, are unable to make good estimates of the present
and future demand for their exports with existing techniques. 

Seat of tlhe pants estimates are probably the most common. 
Extrapolations of historical trends, modified by informed 
judgement Fall into this catogory. More often than not, 
analysts using this "technique" do not clearly think
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through and document all important relationships and
assumptions, although they may consider all the important

variables in some 
fashion. Similarly, they often do not have
a sound basis for quantitatively evaluating the strengths

of assumptions and relationships. Their estimates, therefore, may not be replicable, i.e. no one is likely to get

the same 
answer twice, not even the same analyst.
 

And because there is no analytical framework, the analystmay be required to work through his entire thought process,
whatever it 
is, in order to evaluate the impact of 
a small

change in the assumed value of any of the relevant factors-
production levels of one of the competing exporters, for
 
example. 

The next step in sophistication is the single equation
estimate. The analyst using this approach has to spellout 
the expected relationship between a country's export

levels and selected explanatory variables. 
Similar to
other demand equations, explanatory variables usually

include the domestic 
 price of the commodity, its world
 
price, 
 prices of other related commodities, world incomeand world populati"in. Equally important variables such asproduct qualilty or availabili ty of transportation, being
less easily quantifiable, are usually 
excluded, however.

The valid.ity of these relationships is tested and

relationship. quantified by regressing 

the
 
historical exportlevels against the historical values for theall exogenous

or explanatory variables. However, the next step, pro-
Jecting exports, can 
 not be taken unless projections are

available for each of the explanatory variables. World
population and world income projections can be obtained
by summing U.N. individual country projections. But
 
since pr ice 
 both and demand,depends n supply rel]Iab],oworld price projections are impossible outside of some

general equi libr1iumn model which incorporates all the

world's major andsuppliers demanders of each commodity

in question. Th se ,.'pe:; of model:, have been
not widely

developed and this information is 
 therefore unavailable
 
to individul., country lannlysts.
 

What is needed then is some techniquze which: (a) includesall important variablse, (h) provides an analytical framework so that rosul can be replicated and modifications 
can be made in individual cmponents to reflect modifications witihout having to ctrt. the analysis over again fromscratch, (c) incorporates a sufficient number of the world'ssuppliers and demanders so that world price levels can be
projected with some degree of confidence given certainassumptions and (d) enables countries to determine what
happens to and whenprices revenues they expand their exports. 
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3. The transfer or export marketing system, especially

the transportation component, is 
one of the major

barriers to exports from Colombia, and perhaps other
 
L.A. countries.
 

The project presented here is designed specifically to deal with

the issues identified during the initial phase. 
 Its purpose is to develop,
test, and compare the effectiveness of a few promising techniques for
evaluating a country's ability to compete in 
a given market for agri
cultural ex:ports and for estimating the future demand for and prices of
those exports. 
 By the end of the project, improved techniques for
 
evaluating the external demand for agricultural, products and their
 
export marketing systems will have been developed, tested with selected
commodities, and evaluated. Mechanisms will. also be developed for interria
lizing project outputs to a degree commensurate with the needs and
sophistication of individual Latin American countries. 
 Project outputs

will include models 
(i.e. systems of equations and computer software),

estimates of the export demand for selected agricultural commodities
 
and improved techniques. Information with respect 
to the cost effectiveness of Hie new techniques, how and whe'. to use them and the types

of data and personnel required will be available to all interested
 
Latin American countries.
 

At this point, a few words about the complicated nature of export
demand may help explain why the 
 Usual methods of demand analysis areinadequate. First, the demand for Colombian cotton exports, for example,
is equal to the sum of many individual country import demands for
Colombian cotton. This 
 means that all the important impor: markets :ust

be analyzed in order to get a comprehensive picture of the demands for

Colombian cotton. Each of these coun tries' 
 demands for cotton import,;
is a function of bo th their total demand cottonfor and their ab7I ,i,,
to supply their own needs out of dome,;tic prodiction. This requires

an analys;i,; of each major importer' 
s production and consumption ](,tIlS

and the lactors influencing them, as we lias 
 import leve-ls and trade 
barriers. N..t, whether these cot ton ilipor ts arc purchased

Colombia or from other e:portLers 

from
 
depends on how, much is available from 

ot hr export C,; a d at wh t price as well. as how much is available from

Colom); ia- and at what pr[c4-. Alt of thesu factors 
 are interrelated; a
challgt, i;a t ii, v l;c ol cotton exports f-oM the .lIdan coul affect tie 

(Aquan t i ti ; o1 1o ],ni,I '.iin dt -noCdld by the European Economic 
Communitv iand he p i, otfered. The traditC ional export promotion
type of nmrI,: is . do more hinti,: ,ibbe to than at these types of 
in ter ro Lat:on ;i, p. . 

Wiile i mprov,, Ciis:L es of export demand are necessary for a
complete and rl iab I e sector analysis, better estimates and estimating
techniques have an evov- (roader clieintele. These include sector assess
ment countries as well as those Latin American countries interested 
primarily (or solel',v in increasJng their agri cultural exports, but
which have not vet undertaken overall evaluation of their agricultural

sectors. Tliis 
project is designed to be respcnsive to all three types
 
of clientele.
 



IM Goal
 

Statement of the Goal
 

The goal of sector analysis as it is being pursued in the
 
Bureau for Latin America, is to help Latin America countries
 
to set feasible, consistent objectives in such areas as
 
employment, crop production, foreign exchange earnings and
 
income distribution, and to allocate resources 
in a manner
 
consistent with their achievement. This project is an

integral part of the sector analysis work and is directed,

therefore, toward achievement of the same goal.
 

B.' Measurement of Goal Achievement
 

The goal will have been achieved once the techniques of
 
agricultural sector analysis--including techniques fbr esti
mating external demand--are developed and in use in 
one or
 
more Latin American countries and have proven themselves
 
useful for planning purposes. Although we could -onclude that
 
-the goal had been achieved if the agricultural sector analysis
 
came to be fully understood and used successfully by the 
Government of Colombia alone, 
it is our contention that these
 
techniques can be useful to other Latin American countries as 
well.
 

This project er se. will focus on developing improved
techniques for estimating the export demand for a few agricultural 
products of major importance to Colombia. However. these 
techniques can also be very useful to Ecuador, Guatemala, and 
other Latin American colitries interested in answering the same 
questions. Moreover, the models (i.e. an analytical framework 
of eCluation:; -Td computer software) of the international markets 
for beef, suej. and fish .hich will 1;c produced as part of the 
testing process, plus the actual e! ti mates of export demand 
produced by these mod, Is can also be used, with slight modifi
cations, by other Lat in American countries. 

The f in;: 1 test of the agricultural sector and agricultural 
export subse tor mu( -C1sis inot the number of countries which 
choose to use them for planning purposes , howevr, but the degreeto which rley prove useful to the users. This in turn suggests
that the final goal will. have been achieved only when the 
capacity of t'it: models to assist: countries in specifying develon
ment objoct. iveS and defining strategies to achieve them has been 
success fuliv tested. The testing procedure involves comparing
model. predicted results with those observable in the real world 
when countries o, tua]liy adopt the strategies "recommended" by
the models. To put the matter more simply, the models help
define both objectivcs and ways to achieve them, i.e. strategies. 
If countries will adopt the specified strategies and observable 
real world phenomena approximate what the model predicted, there
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is at least a strong presumption that the models "work"
 

and are useful.
 

C. 	Assumptions
 

1. 	One or more countries will use the results of the
 

sector analysis and/or adopt sector analysis techniques. 

2. 	 These countries have sufficient flexibility to change 

and/or induce changes in existing resource allocation 

patterns to permit them to follow the recommended 

strategies.
 

The willingness of host country analysts and policy makers 

to use the techniques developed in conjunction with this project 

and 	the broader sector analysis work will depend not only on the
 

quality of the models and the data but also on the predisposition 

of policy makers and planners to accept results which may not 

always be con2 istent with their intuitive judgments. Even when 

there is a willingness to rely on formal analytical techniques 

as a basis for developing strategies, there may be political, 
cultural ;nud institutional constraints to the reallocation of 

resources' wiich would he difficult to account for analytically. 

IT'. Project_ Purs 

A. 	 Statemflcnt of l'urpu 

1. To develop teclmniques for determining what pattern(s) 
of resource allocation is consistent with achievement 

of each prespec.ified sector and macro objective, and to 

quant:ify the trade-offs between the different objectives. 

2. To develop, test, and compare the effectiveness of 

different Leniniquen For evdluat ing a country's ability 

to compete itna given market for agricultural exports 

and for" ctimatingp the future demand for and prices 
of its agricultuiral exports. 

3. 	 To provide cstimates of potential exports and price 
levels to the (oombian and other sector analysis groups 
for in:corporaL-ion into overall sector models. 

4. 	 To develop rechanis is for internalizing the techniques 

and data output of the project to a degree commensurate 
with the needs and sophistication of individual Latin 
American countries. 

B. 	 End of i'ject Status 

1. 	 Methodological documents produced describing in detail 

how each component of analysis (linear programming,
 
input-output, etc.) is constructed and how work on the
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external sector is incorporated into overall
agricultural sector models following full field
 
testing.
 

2. 
Improved techniques for evaluating the external
demand for agricultural products and their export
marketing systems developed, tested using selected
agricultural commodities, and evaluated. 
 This will
include developing and comparing more than 
one 	trade
and 	export marketing system model. 
 The models will
be fully described in working documents.
 

3. 	Mechanisms developed by which the outputs of the
project can be internalized. 
Depending upon needs and
sophistication, interested countries will be able 
to
 
acquire:
 

a. 	Knowledge of and ability to use outputs of
models developed and 
tested as 
part of the
 
project.
 

b. 
Ability to run, modify and replicate these
 
models.
 

c. 	Knowledge of cost 
effectiveness of 
new 	techniques for analyzing export demand and export

marketing systems and how and when 
to use them.
 

4. 	Estimates of potential 
export levels and prices made
available to sec(:or analysis groups for use as constraints
in full Sector models. 

The 	 sector anaJy,,;is process undertakeu in 
Colombia has
involved two 	 more or Ic; sequential steps:ment 	 (1) the developand 	 testing of techniques° ini (2) the 	 internalization
of these techniques. The bulk of theand 	 work has firstbegun on internalization. task is completed
missing 	 The one importantelelnent is a sat isfactory technique for 	 estimating,external demand. A ,mjor purpose of this project isdevelop, 	 totesL and incorporaLe such a technique into theoverall sector models. 

Internal-ization of the techniques is another purposethis project. The 	 ofdiscu,;sion under #L3 above suggests that
there are different levels of internalization. 

to 	 The abilityt'se 	the actual estimates developed byIn 	 this project is one.this sense, we expect internalization in Colombiaend 	of the project. by theWe also expect the Colombians 
to be able
to fully absorb the techniques as 
they are developed, through
periodic consultations primarily. 
Therefore, we 
have not
budgeted for a distinct internalization phase. 
 The 	fact that
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a sector analysis group is already functioning and has
 
a few years experience working with sector models suggests

that these expectations are probably realistic.
 

All techniques and results from the test models will

be documented and widely disseminated in an effort to pro
mote understanding and use of methodology developed not

only for Colombia but for other Latin American countries
 
as well. 
 This is budgeted for. Additionally, USDA's

analysts could also be made available for TDY assignments
 
to assist personnel in interested Latin America countries

with the use of the new techniques--how and when to use them,

what types of data and trained personnel are required to use
them, their cost effectiveness. Limited internalization 
activities of this kind are 
not budgeted for in this project,
but necessary services could be purchased either by A.I.D.
 
missions or by a country itself.
 

Lastly, in an effort to acquaint Latin Americen policy

makers and analysts with the project and with types of

services which could be made available, we are tentatively

proposing a seminar to be held during the final year of theproject and to be sponsored by a regional organization such 
as IICA or ROCAP. Although we have no assurance at this timethat either of these agencies would be interested in such a
proposal, we have included in our budget funding for USDAanalysts to help prepare and attend such a session. In
addition to the aforementioned purposes, such a session would
provide a convenient forum for a final review of the project

and its outputs.
 

C. Assumptions
 

1. Agricultural sector analysis continues to be 
a priority

undertaking for A.I.D., 
the Colombian government, and
 
other Latin American countries. 

2. Good estimates of external demand for agricultural
commodities are needed to ensure 
that reliable patterns

of resource allocation result from sector analysis. 

A substantial share of C'olombian agricultural outlat isexported. The same holds true for many other Latin American 
countries. A satisfactory procedure for deriving export
demand for at least the more important exports is therefore 
necessary if the agriculture sector models are to yield the 
best possible results.
 

For each demand pattern, there is a different optimum
 
pattern of allocating rc.sources (optimum in the sense of
being consistent with achievement of a given prespecified
objective). 
 Each such pattern implies a different set of
 
policies (credit, pricing, subsidies, etc.) 
to ensure that
 resources are in fact optimally allocated. It is, therefore,
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clear that it is difficult to make conclusive statements
 

about optiS'- resource allocation and government policies
 

and progra: ,1ess reasontable estimates of demand for each
 
major comnmdity can be generated. A methodology for esti

mating domestic demand is in place. The modest efforts we
 
have made to date to estimate external demand have not been
 

adequate. (See litoduction for a more detailed discussion
 

of this point.)
 

3. 	Better estimates of export demand and better estimating
 
techniques have a broader clientele than sector analysis
 
countries--i.e. sector assessment countries as well as
 
those countries interested primarily in improving esti

mates of their agricultural exports but not'yet interested
 

in overall evaluation of their agricultural sectors.
 

Better estimates and better techniques to achieve them
 

are viewed as important in most Latin American countries
 

because of their desire to increase agricultural exports,
 

thereby increasing foreign exchange earnings. Although an 

integral part of the sector analysis work, this project was 

designed to be responsive to all three types of clientele.
 

4. 	 Estimates relevant to Latin American countries and improved
 

estimating techniques will continue to be unavailable from 
FAO and USDA's international divisions, although both will 

remain good sources of the secondary data required as inputs 

for 	making better estimates. 

5. 	 Close coordination between personnel working on the e.xternal 

subsector and those concerned more dircccly with overall 

sector analysis continues.
 

Close coordination is needed to insure that project outputs 

are compatible with sect.or analysis requirements and that 
internalization is completed in Colombia. We propose to foster 
the necessary coordinition by maintaining a single PASA rela

tionship with the U.S. Department of Agriculture to carry out 
agricultural sector analysis work, includinr , but not limited 
to, that portion having to do with the external subsector. 

IV. Project Output:s 

A. 	 Output and Output Indicators 

This project will produce a series of outputs: 

1. 	 Improved techniques developed, tested, and evaluated:
 

a. Improved techujyqes developed for estimating the 
external demand for agricultural commodities. 
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b. 
Improved techniques developed for evaluating

Colombia's and other Latin American countries'

competitive advantage in the world market for
 
agricultural commodities.
 

C. 
Improved techniques developed for evaluating the
effectiveness and efficiency of export marketing
systems for agricultural commodities.
 

Two additional outputs--models of the international beef, sugar and fish markets and estimates of the
external demand for Colombian beef, sugar, and fish
produced by these models--are by-products of (a) and (b).
 
2. 
Model of the international markets for beef, sugar and
fish developed, operating, and capable of supplying


estimates of external demand.
 

The models themselves represent another output which
could be utilized by Colombia and other Latin American
countries as 
is or 
with minor modifications. 
 (For example,
if the European community makes a major change in its beef
production program, a new production function might have 
to
be estimated and substituted into the model.)
 

3. 
Estimates of potential exports and prices for selected
 
agricultural commodities.
 

Actual estimates of the external demand for Colombia's
exports of beef, sugar, and fish represent a third type of
project output. 
 These estimates can be incorporated into the
sector model. Additionally, they can 
be utilized by policy
makers and trade analysts concerned directly withof the goalincreasing Colombia's agricultural exports. 
 Similar export
estimates (.n be prepared 
for other Latin American countries
if sufficient data describing their 
own production and
consumption patterns (supply and demand functions) and government policies can be developed and incorporatedcommodity models into theand if arethey willing to make such information available to the export analysis group. 

4. Evaluations of Colombia's export marketing systems forselecte.d agricultural products completed--i.e, beef, sugar,
fish, and processed foods.
 

Each evaluation 
system, identify the 

will describe the existing export marketing
bottlenecks in the system which mustremoved if exports be are 
to increase, explore alternative solutions for removing these bottlenecks, select the most promisingalternatives, and contribute 
to techniques of analysis that
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can be used profitably in other Latin American countries
 
(see above l.c.).
 

5. 
A mechanism developed for internalizing the techniques,

models, and data outputs of the project, (see Section
 
III, B).
 

B. Assumptions for Outputs
 

1. 
Secondary data available or can be generated within the

time frame and budget constraints of the project.
 

2. 
Supply and demand functions for each commodity are
available from each Latin American country that desires
 
to be included in the analysis or can be readily
 
generated.
 

Sufficient data on production, consumption and trade
will probably be available from secondary sources 
for all the
major importing countries and many of the major exporters.
This is not 
the case for Colombia and perhaps not for a
number of other Latin American countries. 
 it has been arranged,
therefore, for thu Colombian sector analysis group 
to provide
the project with the necessary information on the productionand consumption of these three commodities in Colombia.will include estimating supply and demand functions. 
ITis 

Data willbe generated, assembled and processed as 
part of the sector
analysis effort and will not be changeable to this project assuch. 
 Likewise, if other Latin American countries like Nicaragua
and Ecuador, for example, want to receive more detailed estimates of their potential exports, they will have to providethe project with supply and demand functions for the commodities they are interested in. Assistance in developingnecessary information can be considered, but would requireapproval by AID--probably in the form of a PROP amendment.
Funding for such activities is not budgeted herein. 

V. Statement of Pro'ect 7n uts 

A. Statement
 

This project will require three years to complete.Forty-five man months of professional services will be requiredduring FY 1975, 55 man months during FY 1976 and 52 man monthsduring FY 1977. One alternative was to select a full timestaff- sLarring with one economist per commodity. Instead 
the
work was broken down into a series of tasks (sei Course cfAction) requiring a number of analysts each with specializedknowledge of the commodities being analyzed, marketing systems,demand analysis, transportation economics or model building.
This approach will enable us to take fuller advantage of thespecialized talent available within USDA, but will require
 



greater management skills to coordinate. Secretarial help

and assistance in collecting the required secondary data

has also been budgeted for. 
 Other costs are primarily for
 
transportation.
 

Inputs by Type and Year
 

Functions Required
 

Man Months
 

FY 1975 
 FY 1976 
 FY 1977
 
Management 


5 1/4 3 
 2
 

Review, Development and Evaluation of
Techniques 
 10 
 6 
 6
 

Transport Analysis 
 4 
 0 
 0
 

Commodity Analysis 
 15 1/2 
 37 1/4 30
 

Marketing Analysis 
 10 
 9 14
 

Total Professional 
 44 3/4 
 55 1/4 52
 

Data Collection Assistance 
 10 
 10 
 2
 

Secretarial 
 12 
 12 
 12
 

Total 
 66 3/4 
 77 1/4 66
 

Budgetary Inputs by Category and Year
 

Ca ory 

FY 1975 
 FY 1976 
 FY 1977
 

Salaries 

$136,895 $164,463 $144,041
 

Travel & Per Diem 
 10000 
 1i0,000 15,000
 

Sub Total 
 146,895 
 174,463 159,041
 

Office Equipment 
 2,000
 

Printing, Poscage, Misc. Supplies, etc. 
 1,000 
 1,000 1,000
 

Overhead 25% 
 _37L474 43866 
 40010
 

Total 

$187,369 $219,329 $200,051
 



B. Assuwptions for Inputs
 

Personnel with model building, commodity and marketing

expertise available. See discussion in section on Manpower
 
and Human Resource Availabilities (p.16).
 

Rationale
 

Efforts to develop new techniques for estimating external
 
demand will be treated as a distinct activity not because this
 
block of work is to be undertaken for different reasons 
than
 
the broader sector analysis of which it is 
a part, but because;
 

1. The kinds of things which need 
to be done in order to
 

estimate external demand are different,
 

2. The level of effort required is significant,
 

3. Work on 
the external subsector can proceed concurrently

with the overall sector analysis work and can 
be unde
taken by analysts who are not involved in the day to lay
 
work of sector analysis as it has proceeded to date, 
'nd
 

4. Project outputs--actual estimates and 
improved estimating
 
techniques--can be used by a broader audience--i.e. sector
 
assessment countries 
as well as 
those countries interested
 
primarily in improving the estimates of their agricultural 
exports and not yet interested in 
the overall evaluation
 
of their agricultural sectors.
 

A. Alternatives
 

Two courses of action are 
open: (1) we can continue to
 
estimate external demand constraints 
as we have done so far, 
i.e. extrapolation of historical trends modified by considera
tions which appear pertinent on the basis of casual observa
tion, or (2) we can 
try to develop better techniques.
 

Projections made 
on the basis of extrapolations of
 
historical trends are particularly risky unless modified by

analysts who know the market 
 for each individual commodity

well and are able, therefore, to make adjustments for such
 
things as changes in production programs still 
 in the planning
stage in major comptitors for example or potential chinges in 
tariff barriers or tastes in major importing countries. It
 
takes time for an individual to become familiar enough with
 
a commodity and its markets to 
 be able to make good intuitive 
judgments. But even 
if an analyst has a good intuitive feel
 
for his market, if 
a number of changes occur simultaneously-
and this is frequently the case--he may have trouble sorting

out the timing and relative strength of 
their impacts on prices

and the level and direction of trade flows. 
 In other words,

international commodity markets are intricate systems characterized
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by complex and dynamic interrelationships among a large
 
number of actors--all major producers, consumers, importers
 
and exporters.
 

Continuing to rely on extrapolations of historical
 
trends for our estimates of export demand is a questionable
 
choice. The dynamics of these commodity markets can not be
 
accounted for ad-quately by using this technique. For example,
 
one never could have predicted the substantial increase in
 
world demand and prices for grains and beef during the last
 
two years using this technique. Nor will the other commonly
 
used techniques--market share analysis, single equation

estimates--give any better results. 
 Yet our estimates of
 
external demand must be reliable if sector analysis resource
 
allocation models are to yield results in which we can be
 
confident. For countries like Colombia, where 
a substantial
 
portion of domestic production is already exported, realistic
 
estimates of export demand are particularly important.
 

During the initial review of potential techniques, heavy

emphasis was placed on those which gave promise of being able
 
to more directly capture the complex interrelationships within 
international commodity systems. Several types of quantitative
models were found su:itable for this purpose--econometric, 
spatial equilibrium, dynamic systems analysis. The decision 
at this point is to conctntrate on the spatial equilibrium 
technique to begin with because it holds promise of being able 
to meet the requfirements spuc i.fied in the Introduction (p.3)
in the shortest time periodl. On the other hand, the systems 
analysis tecni.ques deoveloped originally by Forrester of "lIT 
nd used in the Nigc ria and Korea sector analyses may be able 
to capture the structur (ba;icallv a disequilibrium system)
and dynanics of intienati ona] commodity market more realis
tically tha:n the spat ial eqt i ilhriuir : technique. This techni
quc has nvur bWu appLiI to trade problems before; there:fore, 
its use will be more e:pl or't ory. The pl an is to use this 
technique to ev i tUP inte rnati-onal betvf market (second
and third ',ear ) ut on]v after a satis factory spatial equi
librium model hay boi c,.; trur'ud of the same market (first 
and second yea). liis procedure ,ili provide a unique 
opportunity 1' cp:vpare the performancp, reliability, cost, 
and flexibility of two quiito different analytical techniques 
during the third year (Poo (ourse' of Action). 

Because tho*se trciniquo:-" twy give better estimates at a 
high cost, some actcmteion wil also be given to developing 
and/or improving and testing less sophisticated techniques
using model components. All techniques will be compared and 
evaluated on the basis of their: 



1. 	Accuracy
 

2 	 Cost
 

3 
 Cost--effectiveness
 

4 
 Data requirements
 

5. 	Personnel requirements--number and level of training
 
required.
 

6. 	Flexibility--i.e. adaptability to unusual commodity
 
specifications and market situations; ability to
 
handle complex economic situations.
 

Three commodities--beef, sugar, and fish--were selected
 
for testing the new techniques. The decision to test techniques
 
with actual commodities was made to insure realism and to
 
provide useful output for the sector analysis group in Colombia.
 
AID/Washington, UqAID/Bogota, the Colombian sector analysis
 
group, and the USDA/I'ASA group were all involved in the
 
selection process.
 

In order to minimize the amount of time spent gathering 
data, commodities for which readily available data (current 
and 	 historical) on production, consumption, and trade are not 
available were eliminated. All remaining commodities satis
fied our second criterion--markets valuable enough to justify 
the 	 expense of a major analytical effort. 

Some commodities which satisfied both of the above enumerated 
criteria were nevertlheicss rejected for use during the technique 
development and testing phan,: (1) bananas because the interna
tionaI market- is oypical, i.e. the market is controlled by a 
few 	 large companies; (2) cotton because the analysis would be 
complicated by the iiterre Liiionchips between raw cotton and 
cotton textil.,, (3) olls; because the analysis would be compli
cated by the many sources of oils (soybeans, peanuts, cotton 
seed, etc.), by the produCt's several forms (soybean oil vs. 
soybean mel. , for example), and by its mansy uses (for human 
consumption or in the manu factLuring of paint, varnish, synthetic 
fibers, and orther indus trial products). (Once the techniques 
are developed, ho.exr, they should be applicable to all these 
commodities). 

Fresh fruits and vegetables were also rejected, in this 
case because Suffici2lnt data -is not readily available and 
because North Carolina ' tate University is well into an analysis 
of demand in the U.S. i, rket for selected fresh fruits and 
vegetables from Central America. Although most of their 
time has been spent collecting cost of production data in 
three Central American countries, they still plan to build 
a spatial price equilibrium model to project trade flows
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before they finish. Since this is 
one of the possible new
 
techniques, their efforts will be carefully reviewed.
 

Beef, sugar, and fish--the three commodities selected-
have largo and/or rapidly growing internarlonal markets.
They are ma jor ;gric-itu.ural exports from Colombia as well as 
Latin AwIe r IdalkOn as a .ho Ie. Sugar and beef were the 
first and third mlo,;t ipl rtan t agricultural exports from 
Latin America in 1972 (inoasured in value terms) and the third 
and fourth most important Colombian exports. Fish exports

ranked seventh in importance for both Colombia and all Latin
 
America. The production and marketing of sugar is quite dis
tinct from beef, and beef from fish, which increases their
 
utility as test commodities.
 

Before being accepted these commodities were also
 
evaluated on 
the basis of their relative contribution to
 
Colombian goals--increasing employment, improving income
 
distribution, etc. According to 
the Colombian input/outDut

table constructed by the sector analysis group, peso for
 
peso, sugar is potentially the second most important con
tributor to increasing employment. it ranks lower as a 
means 
of improvi.ng income distribution (although still better 
than half of a group of 40 prilary agricultural commodities).

Beef scores lower on 
both COo)Uts, indicating that there would 
be a drop in employment if resource. ere shiftod from sugar
to beef, for example. But if land not now suitable for no!;t 
cultivated crops (the 1.lan,s-) 
 were uscd more int(-nively for 
raising catt.Ie, there woitl.( be an increase in total emp.loyir.:,.t
in the Colombian economy. Fish rank!; between sugar and beef 
in its impact on employmen t and income. 

, Manmpower and Human Resource Avai.labil.ities 

This project i; desi -,ncd as an add-on to the Colombian 
agricultural scotor anaysV;is. The Colombian sector analvsis 
group within th- M.inistrv of Agriculture is fairly ,7ell st-aff.d
and should hali2 lIttl.e diffi.cuLty in i,,enerating the supply a:id
demand funtcion.s reqwi ired for each tesLt commodity. Nor sIu d 
it have any' sO ou,; difficnt i.e'-, in 11sing tle oiLPut s of this
project, although .;om additionS to staff may be necessary to
insure that inc,'rn;ili:,at-inn of analyt:ical techniques is com
plete. Other Latin American count rie,; wanting deLailed esti
mates of potx.nt: al export:-; fromn the- test: models will also hav 
to provide supply and domaiijd funct:-ion.- for each commodity. No
other invol.vemtent on their part is ainticipated during the
 
technique, development and testing stage.
 

The USDA/PASA group already involved in sector analysis
work was selected to implement the project. 
 This procedure is

desigred to insure that: project outputs are compatible with the 
needs of the broader sector analysis work and that internali
zation is completed within Colombia. 
USDA was also chosen
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because it is a major source of commodity expertise.
 

"The trade" is another source. However, these specialists
 

would probably not be available for a project of this type
 

with its orientation to planning and making longer range
 

estimates. And even if trade specialists were available,
 

their employment might pose conflict of interest problems.
 

C. Economic and Social Costs and Benefits
 

A precise comparison of the costs and benefits of this
 

project is impossible to make. Costs--estimated in Section
 

V--are no problem to measure. However, measuring benefits is
 

complicated by the nature of the Colombian agricultural
 

sector model and by the fact that the outputs of this project
 

can be used by all Latin American countries,
 

The first problem arises because in a general equilibrium
 

model, like that developed for Colombia, all factors are
 

of any one element--suchinterrelated. Improving the quality 

as external demand constraints--increases the power of the full 

model, to allocate scarce resources between competing productive 

activities (irrespective of whether or not the products are 

exported). But it is impossible to say in advance how signifi

cant the change in allocation might be or how much difference 

it will mrake in terms of enabling Colombia to achieve higher 

levels of production, employment, etc. 

Second, only a portion of the total benefits of the pro

posed project will be "captured" by Colombia. Since other 

American countries will, benefit also, a comparison ofLatin 
benefits and costs from the perspective of any individual 

country is misleading. If viewed as a regional effort for the 

benefit of a.l countries, the benefit/cost comparison looks 

better.
 

VII. Course of Act-Ion 

This project: will be divided into two separate but related 

components: (1) an analysis of the structure and dynamics of the 

export markets for beef, sugar and fish--all commodities of iln

portance to latin Aerican countries, and (2) an in-depth anal,,,I's 

of the system for transferriiig these agri.cultural commodities from 

the producer in atin America tu the user in importing countri es. 

Part I of the project will, begin by identifying and evaluating 

the existing markets tor each comrcodity and the Immediate restraints 

to trade. The more long--ruM oblective, however, is to improve our 

ability to make long--run projections by developing tech1niques which 

better explain the underlying structure and dynamics-of international 

commodity markets. To do so, we expect to develop quantitative
 

models for each of the test commodities.
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Spatial equilibrium models will be developed for all three
 
test commodities. Work will begin on all three commodity models
 
during the first year. During the second year, work on a systems
 
model of the international beef market will begin, but only after
 
the spatial equilibrium model of the same market has been developed
 
and is running on the computer. Work on the two beef models
 
(refinement of the spatial equilibrium model and construction of
 
a systems model) will continue concurrently but separately during
 
the second and third year. The systems technique, developed
 
originally by Forrester of MIT, is potentially better suited to
 
handle trau-e problems (because an international commodity market
 
is basically a dynamic disequilibrium system) even though it
 
has not yet been used for this purpose. Developing two beef
 
models will provide a good opportunity to compare the rerformance,
 
reliability, cost and flexibility of two quite different- analytical
 
techniques during the last year.
 

Outputs of these models will include projections of future
 
supplies, demand, trade, and prices by country, given expected
 
levels of exogenous variables such as population, income, and 
level of technology. The models will also be suitable for evalu
ating the impact of alternative policy decisions on the supply, 
demand, prices, and trade of each con'.oditv. Types of policies 
analyzed will include tariff and non-tariff barriers, price 
supports, export subsidies and stock manipulation. Special 
attention will be given to policy variables that are under the 
control of Latin American exporting countries;--domestic production 
programs, stock manipulation, arid export subsidies. Therefore, 
besides providing specific inputs for the Colombian agricultural 
sector model (quantities of goods absorbable by the external. market 
at given prices), this activity will help to identify potential 
export markets and policies and prog'rams that will. help Latin 
American countries expand their exports to these markets. 

Part I of this project will focus on the system through which 
test comniodiLies (sugar, beef, fish, proc-tes;ed foods) flow in 
moving from the producer in Latin America to the brokers or whole
salers in the importing country. This transfer system includes a 
number of componeirts--transpor t frCm the producer to the packer; 
packing, processing, chilling, etc. ; transport from plant, field, 
or packer to port; stor-ige; ocean or air transport to importing 
countries; transport from point of import to wholesale market. 
Also included in t.his system are tlie numerou:; :institutional 
requirements such a:; taxes, in;urance, brokerage fees, tariffs, 
duties etc. As part of the analysis, the capacity of each 
component (i.e. the ievel of goods that can be handled and the 
rate at which goods can flow through each component) and the 
costs of each component in each sy.stem will be evaluated. Outputs 
expected from Part 1I are: (1) a better understanding of how the 
transfer system operates for each commodity, (2) the identifi
cation of major bottlenecks in each system which must be removed 
if exports are to increase, (3) the exploration of alternative 
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solutions for removing these bottlenecks (including
 
recommendations), and (4) the development of a method of
 
analysis that can be used to good advantage by other Latin
 
American countries.
 

Finally, the activities and type of personnel required
 
to develop techniques for evaluating the effectiveness and
 
efficiency of export marketing systems (Part II) 
are quite

distinct from those required to develop and test methods for
 
estimating the external demand for the products passing through

these systems (Part I). They are distinct enough, in fact,
 
to necessitate developing a separate course of action for each.
 
This follows in outline form and in more detail in Attachment B.
 



OUTLINE OF COURSE OF ACTION
 

Part 	I--Analvsis of the structure and dynamics of the 
ex-	 : Part II--In-depth analysis of the system for transferring
port 	markets for beef, sugar and fish. 
 : beef, sugar, fish and processed foods from the producer
 
: in Latin America to the user in importing countries.
 

1. 
Develop and test spatial equilibrium models : 1. 

and algorithms and select one or more most suitable 

for analyzing international commodity markets. 2 


2. 
 Define each commodity and specify countries/regions 

to be analyzed. 


3. 	Collect data. 

3. 


4. 	 Estimate demand functions for each commodity for 


4.

5. 	 Estimate transportation costs. 
 . 
6. Develop alternative supply situations. 
 : 6. 

7. 
Run models using a variety of assumptions about (1) 
 .
 

government production and trade policies in the 
 8. 

major importing and exporting countries, (2) price

elasticities, (3) transportation costs. 


8. 	 Analyze and disseminate results. 

9. 
Refine spatial equilibrium models, develop new data 


where necessary, incorporate additional sector analy
sis countries.
 

L0. 	 Rerun models.
 
Ll. 	 Analyze and disseminate results from the spatial
 

equilibrium models.
 
.2. 	Develop and test 
a systems model of the international
 

beef market (i.e. both the framework of equations

and the computer program which describes the structure:
 
and dynamics of this market).


.3. 
Run 	this model using a variety of assumptions about
 
(1) government production and trade policies in the
 
major importers and exporters, (2) price and other
 
behavior patterns in the major importers and exporters,
 
(3) transportation costs.
 

.4. 
Analyze and disseminate result from the systems
 
model.
 

.5. 	Evaluate cost-effectiveness of all techniques for
 
estimating external demand developed and/or tested
 
during the project.
 

Assemble and review any previous studies of the struc
ture of Cclombia's export marketing system for these
 
commoditie~s.
 

Develop system
 
first commodity.
 
Determine additional data needed to analyze this
 
commodity system.
 
Develop system for collecting data.
 
Collect data in 
the field.
 
Analyze data and make recommendations.
 
Refine techniques.
 
Apply the improved techniques for evaluating the
 
effectiveness and efficiency of export marketing
 
systems to the other three commodities and to other
 
sector analysis countries as requested.
 
Integrate results of Part 
II into Part I.
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PROJ EZT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

P:-= Tale & xternal TradSector -hl';sis Sorport_ - g98O1 n =95 
ARRATIVE SUYaAiy O'EjECTIVELY VER;FiABLEQJ INDiCATORS MEANS OF VERIFICATION 

t- e, !2 _t" , Cnez: Ir 
"car.c nut-s- "*;- 2d-' L"lus- h s of oric-ltura! se.-tor Comparison of model predicted results
4a--ea~~at7. . - eana.y._--i.c..dng techniques f)r
ae exse_1sen nt, . in 't with those observable in the real world'bjectivese>:ternal demand-deveLoped when countries actually adopt thezan _e -ocnlforeig r.7 L.::ge earni::g -. i.-e A-e:n u*en =nt.in a* least c::e Latin strategies "recomended" by the models.
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.n.d a'ieve development obje:-

demonstrated. 


Pfor,ojetec t P -.--,p e : I )) TT _ dev-elc-o e v e l o.p ZO.c P cate=, n: II , "ure,purpose has Ias Documentsti : c .h.iIi- :-_t se been 1) describing all phases of.r* 5 -- iae . C. Poet snroo. analysis completed. 

pr .'i'.d=be i.ea£ . :::t~y ::t:!an xtra -;so1 .
 2) Estimates of agricultural export 

-:a c prices o r w 
.-at cverall aeriz-l- Colombian sector analysis group.

3) Agriculture analysis-including. . -.... ability t.=z. e'-n an2 marketing systems ton.1scorc~onnlyotnusifr ela tnet i tor conent-teariulurlp _ete- .... e; t -=ritsa- n!tstd fullyed professional 'armrafter A.I.D..grcuturlex;,-rn res. phase-a -' aout.sed 
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e'huu fr(a
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prices for the sane cc--odeties, 
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c c~ozibt's. 

4.) Evialuations of Colombia's export 

arketing ystes for beef, sugar, fish
 

and processed foIds. 
51 Internalization completed.
 

I pu s: 6p lrem toton T rget(Type and ontty) 

See page 12 Day to day.contact, expenditureSee Page 12 receipts, vouchers, etc. 

Life of P,o1ect, 
F,omoFY 1975 to Fy 1977 
Total U. S. Fundng 61CC O 
Date a: 

IMPORTANT ASSUMPTIONS 

Assumptions for c6euing goal togets:

1) One rOrecutremore will use
I)Oe 
or countries hthe 
adop-_ncop
reseutsoh sectorsector an
dot analysisalysisniques
tec rid/or

2) These countries have2)otsectr is h sufficiente sfiiest 
flexibility to change and/or induce changes 
in existing rescurce allocation patterns
 
to permit them to follow the rec _ended 
strategies.
 

Assunptins for achm 1ng purpose:
 
1) Ago icultural sector analysis conti-es
 
to be a priority undertaking for A.I.D., 
the Gcverrment of Co!c-bia and other L.A.countries. 
2) Good estimates of external de=and for 
agriculturaltoo- ities are needed forsector analysis. 
3) These estimates and techniques for
 
making them will 
continue to be unavail
able from FAO and USDA. 

Assumptions for achieving output$:
AsmtosfeoheigotuS

Necessary data available or can be

generated -within timeconstraints or project.frame and budget
 

Supply and demand functions for each
 
comodity and from each latin American 

country that desires to be included in the are available or can be readily
 
generated. 

* Assumptions for pro iding inputs: 

Personnel with model building, co=sodityand marketing expertise available. 
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UNITED STATES GOVERNMENT 

Memorandum 
TO The Files DATE: January 28, 1974 

FROM LA/DR/SA, R sell Misheloff 

SUBJECT: PROP for Sector Analysis Support Project (598-15-995-554) 

On March 1, 1973, Mr. Kleine, in his capacity as Deputy U.S. Coordinator, 
Alliance for Progress, approved a "waiver to the requirement to resubmit 
an education sector support PROP" to permit FY 1973 funding of an 
experimental activity designed to lower educational output costs. A
 
revised PROP was to be prepared as a basis for future year funding.
 

It is clear from the memoranda dealing with the waiver (Attachments A
 

and B) that it was intended that the revised PROP would cover the activity
 

just mentioned, not all education sector analysis support activities.
 

The latter were to be combined with sector analysis support activities
 

related to other sectors to form a single "basket project". In paragraph 
3 of Attachment B, these kinds of activities are described as having a
 
"technical support" character. 

In accordance with this decision, a Sector Analysis Support project 
(598-15-995-554) was created and first funded in FY 74. Since it is 

a technical support type activity, no PROP is required (See M.O. 1025.1, 

Paragraph IV BI). Of course, this in no way obviates the need to obtain 

L.A. Bureau approval of each proposed sector analysis.
 

Attachments: 

Attachment A: Action Memo -


Kimball to Deputy U.S. Coordinator
 

dated February 28, 1973.
 

Attachment B: Memo - Harrison/
 

Kleine on subject "Request for 

PROP Waiver - Education Sector
 

Support Project" drafted
 

February 23, 1973.
 

Clearance: LA/DP:Ja;R.as "__-_____' 

r 
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ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR (LA)
 

r/ / 
FROM: LA/DR, Charls Ieinberg
 

Problem: To request approval for Transitional Quarter funding for
 

the L.A. Regional Sector Analysis Support project (598-15-995-554).
 

Discussion: In th2 Congressional Presentation we requested
 

$349,000 total from the following funding sources:
 

Food and Nutrition - $215,000
 

Population Planning and Health - 46,000
 

Education and Human Resources
 

Development - 88,000
 

During the recent ABS review, it was agreed that these amounts 

represented our actual requirements. 

Recommendation: That you approve Transitional Quarter obligation
 

of these amounts. - -


Approved _.. : . , 

Disapproved
 

Da ted /~
 



MEWRANDUMJU 	 414 
TO 	 A1A/IA, Mr. Herman Kline 

FRCM : 	 IA/DR, John R Br 

SUBJECT: 	 PROP Review -- SectoAnalysis Division, IA/DR, External
 
Trade/Sector Analysis Support
 

The DABC is scheduled to meet on Friday, July 35, at 10:30 a.m., 
inRoom 2248 to consider this PROP.
 

Su'V D esscj an_ The sub-project proposal grew out of recognition 
that one of the weakest parts of the large scale input-output linear
programing model of the Colombia Agricultural Sector was the estimates 
of export 	prices and volumes for agricultural products. Limited work 
on these subjects showd that current techniques are not adequate and 
new methodologies are needed. 

The proposed project has two aspects. The first and most important 
one is to 	develop two large scale modeling techniques -- spatial equili
brium methods and simulation methods -- for the worldwide meat. sugar,
and fish markets. These activities will show demand and supply in all 
major supplying and consuming countries or regions, with special
emphasis on Colombian supply conditions, as well as world transportation
and marketing costs, in order to develop longer term projections of
the daand and price situation for Colcmbian exports of these products. 
If the effort is successful, other countries in I Lin Amnerica or else
where, who are actual or potential exporters of t!,ese products, could 
adapt the results to study their own export prospects. Importers of 
the products could use the model to determine long-run supply con
ditions. Methodological innovations and improvements can be extended 
to other products and internalized in other Latin American countries. 

The second aspect of the project will be a detailed study of the 
current Colombia export marketing system for meat, sugar, fish and 
processed foods designed to determine where bottlenecks exist and how 
they can be corrected. Methodological improvenents are expected from 
this aspect of the project, but no specific methodologies are slated 
for testing and development. 

FIndiiig. This sub-project is budgeted for $606,000, almost entirely
for salaries, with approximately one third of the amount to be spent
each fiscal year for three years, starting inFY 1975. The funding

will go entirely for a PASA agreement with the USDA. 

RECORD C2
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Issues
 

1. Although this project proposal promises to develop new methodo
logies and specific market models that can be used by other countries, 
it is focused on Colombia and could be considered a sub-project of 
the olcmbian Agricultural Sector Analysis. This latter project is ,y 
now over three years old, but has not yet been given a comprehensive 
and carefully structured evaluation; such an evaluation is now being 
planned. Should a large new sub-project of this project be approved 
before the project has been evaluated and its usefulness to sector 
analysis methodology and to better sector assessments and analyses 
in Latin krerica, as well as to USAID/colambia and the GOC, been 
determined? 

2. The PROP justifies the proposed sub-project by saying that FAD 
and USDA do not presently do the type of world market analysis that 
Colombia and other LDC's require, and that individual countries do 
not do an adequate job with existing techniques. No reference is made, 
however, to many other international organizations that do directly, 
or hire consultants to do, market and marketing studies. Specifically, 
many USAIDs have had export development projects to develop these types 
of information; the World Bank is very active in agricultural projects 
and in many countries has studied markets -for the ccimdities to be 

.	 produced. The IDB, UNCIAD, ECIA, CIP, GATT, OECD, IMF, INR, are other 
organizations that come to mind. Why is the output of these organizations 
not adequate? If it needs improvement, why shouldn't these organizations 
be encouraged to undertake this kind of research? 

3. The first aspect of the proposed project is worldwide in scope and 
could benefit all Latin Arican potential or actual exporters of meat, 
fish, and sugar. Before approving the sub-project, should USAIDs in these'
countries be informed of the study to determine their interest and desire/ 
to participate, and if the response is positive, the sub-project be (If' 
restructured to include these countries so as to internalize the sector 
analysis process in more countries and increase the sector assessment 
abilities of more USAIDs? 

4. Over half of the effort in the project will go into developing the 
spatial equilibrium and simulation models of world markets. These methods 
have had relatively little application previously to world markets. While 
methodological development is a risky business, have the risks of success 
and failure for this project in developing useful models been assessed 
against the costs? Specifically, can these proposed methodologies take 
into account the very impurtant political elements in the markets to 
be studied - EEC meat import policy, U.S. sugar acts, meat sanitary 

"on and off" Ir)at policy? If such "unpredictables"regulations, U.S. 

will always remain, is the marginal increase in accuracy of demand
 
estimates for these products worth the cost?
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5. The PROP has no discussion of the overall competence of the USDA
 
for this project, and the qualifications of the staff it will assign
 
to it, as compared with what might be available from umiversities or
 
consulting firms. Should a justification for picking the USDA for
 
this project be provided before the PROP is approved?
 

6. The models of worldwide markets will have to be developed largely 
from secondary data sources. While some data collection is provided
 
for in the PROP, will this be adequate, or will unreliable data for
 
world producing and consuming markets seriously limit the usefulness
 
of the results?
 

7. Since this modeling is to be worldwide in scope, is this an appro- W 

_-priate project for IA/DR, or should it be referred to TAB for imple
mentatio.? 

Qlcmbian export marketing activities may /.,?A 
8. While the studies of 

develop methods of use to other countries, they are essentially
 
country-oriented, and of a type that would ordinarily be funded by a
 
USAID export development project. Is this activity suitable for LA/DR
 
funding, or should it be referred to USAID/Colcmbia to see if they are
 
interested in funding th- activity?
 

9. While "internalization" of the product market modeling effort in
 
Oolombia is well discussed in the PROP, little attention is given to
 
"internalization" of the studies of the Oolombian agricultural export
 
marketing system. A previous AID/MSU project in Colombia had great
 
success in training agricultural marketing experts, and PROEXPO, the
 
Colombian Export Promotion Agency, is also active, but these personnel
 
are not included in the Ministry of Agriculture group with which
 
Sector Analysis Division now works closely in Colaubia. Should greater
 
consideration be given to Colombian participation in the export market
ing system studies, with perhaps less emphasis on USDA work, and som
 
funding for Colombian experts?
 




