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Introduction 

This study Identifies agricultural comodities deserving
prorItL consideration In Colombia's export expansion program.
It facuse" primarily on minor agricultural comdities such as 
£Lret d vegetables which have received little attention upto am. but which could become significant export codities. 
CrIttir usild to select these c mdities included whether the
comodity had export potential and whether It contributed to le
portent domestic goals-Increasing employmnt imProving n 
distribution, mno.earning/saving foreign exchnge. 

This paper srisa five separate reports which covered 
In =oe detail (1) the mrket for fresh fruits and vegetables Indeveloped countries. (2) the world -uge ,het.(3) the usrket 
for tropiLa hardwood in developed countries, (4) the market for 
fresh eAd processed fruits and vegetables In neSighboring LatinAerican comtries, and (5) the market for processed fruits and 
veetable In developed comatries.1 Specific Inforumtio om 
tariffs* smoitary regulatioam, qui-ty requirta, am wel as
volm and valu of Imports c be fmd to these Individual rt
parts. 

ma study was lnited to -- a.alysis of the deand fortbee comodities in external markets -- d -- evalmation of the
vriosm eternmal restraints to their trade. One sad product was 
to provide AID (U.S. Agency for Internatonal Development) with 
a met of mmber represemting the quantity of each comodity which 
could be absorbed by the external market at a given price. These
nmbers becam part of the final demand sector vitbIn a large
linear programing model f the C Ioblan economy; this modal Is 
being developed nm with LtO ssistarce If 

I/ ge Document 35A. "Markets for Fresh Fruits and Vege-
table-Dlted States and Western Europe"; Uorking Document 35C,
OTariffs, Quality Specifications and Ssnitary Regulations for Fresh
Fruits and r-4ettbles"; Working Document 35D, "Mlarkets for Procesed
Frult . ed Vegetables, United States and Western Europe"; Working
Doent 353, "Markets for Tropical Hardw-oda-United States,
Europe sad Japan"; Working Documnt 35P. "The World Sugar Market-
Now Attractive Is It-; Working Document 351t. "Latin American Markets". Imports ae available from the Suctor An lysis Division,
Office of Develo t Resources, Latin Amrican Bureau, U.S. Agency
for International Development (AID), Washington, D.C. 

iv 



a. lirat Step: Estimates of the Market 
In sowe markets, Colombia can increase its share over the 

The first step was to determine whether there was a market longer run if it can produce cheaply and if, as it expands its 
for each product and the nature of that market: its seasonality; shipments to the export market, prices drop and other producersftee; growth; end tariffs, quotas, and other conercial require- reduce their supply. In other words, Colombia's exports can growmets. Imports are the most important imasure of the level of through a competitive effect as well as a result of the overall
demaJ for the products of a potential exporter. Hovever, trends expansion of the import market. In order to make a sophisticated
in domestic production and total cousumptic- in each potential 4
analysis of this process one needs to know (1) price elasr citlea

external market oust also be analyzed since imports (excess demand) 
 in the large external markets, (2) supply elasticities in Colombia 
represent the difference between consumption and domstic production, and other suppliers, and (3) Colombia's present market share.
 

Lacking this analysis, evaluation has to be based on informed
The Important question, however, is not what will be the 
 judgment considering as many of these factors as possible within 
total leve: of import demand in the United States for tomatoes, the limited time, money, and information available.
 
for example, but what share of this total market Colombia can hope
 
to capture. The procedure usually followed to determine whether 
 Success can complicate the analysis, however. As Colombia

Colombia can compete in in external market is to assuna that the 
 succeeds in expanding its share of a given export market, it can
demand schedule facing Colombia is perfectly elastic at some 
 reach a point where its actions--increasing supplies, for example
given price, and that Colombia, through its own actions, coul, can have a direct influence on the market in the short run-de
have little influence on the market. This assuwpt:,on is valid 
 pressing prices. Here, knowledge of price elasticities is necessary
as long as Colombia supplies only a negligible part of the market, to evaluate whether in the short run an inci.iase in supplies from
The next steps in the process are to establish an idea of the 
 Colombia might depress prices in t ,e external market to below

price in the given market, evaluate whether Colombia can supply Colombia's marginal cost of supplying the market.
 
the product at that price, and conclude whether there is a potential

market for that comodity. This gives us an answer about whether In the fresh fruits and vegetables market, a country can
Colombia can supply the market if it is not already doing so. but supply a small percentae of the total market and still have a
It does not give us an answer as to how successful Colombia will --ibstantial effect on a smaller segment of that market during abe in capturing a significant share of this market. 
 given day, week, or even season in one city. for example. Both
 

Mexico and Spain believe that they have such an influence-Iexico

For example, the feasibility of Colombia's exporting on the U.S. market and Spain on the United Kingdom. Evaluation


fresh fruits and vegetables to U.S. and Western European markets 
 of market demand is a continuing process which must become more
could be evaluated using the display given in Figure 5-1. This sophisticated as the market develops. In this market, knowledge
indicates how, given prices in the final market, an analyst can 
 of seasonal price variations and interrelationships due to differences
determine whether Colombia is competitive In that market and, if in size, quali Les, and varieties or spec>s is necessary, first
 
not, where cost reductions must be made. Estimates of competitive 
 to identify pntential markets and then to select the appropriate

price levels in external markets are given in this studi. Only 
 market strategie3 to uL-e in developing these markets.
 
for fresh fruits and vegetables was enough data availanle to make
 
a preliminary evaluation of Colombia's entire export cost structure. 
 The second major component of this demand analysis was
 

an evaluation of the various external restraints to trade. One
of the major impediments to the export of minor agricultural
 
2/ This model was developed with 1968 data and updated with. 
 cosnodities from Colombia is the whole system for transferring


1970 date. The model was used to project optimum resource alloca-
 these products from th.e Colobian fsrmer to the external markets.

tions for Colombia in 1975 and 1980. 
Numbers used in this analysis The actual transportation of goods is only a part of the problem,

reflect these decisions. See Methodological Working Document 28. 
 albeit, an important part. Other factors-grading, packing, tra=s"Overviaw of Methodological Procedures for Colombian Agricultural 
 portation from the farmer to the point of export in Colombia, in-Sector Analysis", by James T. Riordan and Samuel R. Daines for a 
 surance, loading and unloading ships, customs, arranging for
 
detailed description of the wodel. 
 brokers, and/or transportation to the wholesale market-add to
 



Fiure 5-1: COST 	CO".IPONENTS OF PRODUCT X IN
EXTERNAL MARKETS 

Costs 

Prices
 

Final price in urban market,
Brokers, importer* markups
 

Transport, handling. insurance
 
In i orting countries
 

Tariffs, dutes, taxes 

Price. c.i.f./f.a.s.
Oceasn/air freight & insuraa.co
 
from point of export
 

Price f.o.b. 
Brokerage. handling fees. etc.
 
of exporter
 

Storage and insurance while 
awaiting shipment 

Transport from plant or 
field or packer 

Packing, processing,
 
chilling, etc. 

Price paid by packer
Transport and handling
 
field to packer
 

Cost of production 
 Price paid to producer
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the final cost of the product at the market.time or money are excessive, If the costs in eitherColomia will have difficulty marketing
Its prodets. 

An atteipt was made to identify those comodities and
those markets where transportation was a 
serious restraint to trade.Your criteria were used to evaluate the effectiveness of the exist-
ing trmsfer system: (1) cost, 
 (2) ability to handle the quantities
to be shipped, (3) speed of delivery, 

the 

and (4) ability to perform
desired service (maintain temperature and humidity nequirements,


for example), 


b. Second Step: Estimatea of Supply 

Knowing that arethere markets available is not enough 

to mnt a successful export development program, however. One
also has to know whether the country is capablemarkets with sufficient volumes of desired of supplying thesequality at reasonablaprices. Such an analysis was beyond the scope of this study,
However, this analysis does suggest that, for a number of commodities,
the real restraint to trade is internal-the inability of Colou itato produce the desired product at a reasonable enough price. 

A more complete analysis would rate each commodity onthe following points: 
Is the product produced in sufficient quan-
tities for export? 
If not, what are the possibilities for increasing

supplies of vegetables, for example, by increasing the area undercultivation and/or increasing yields? 
Are the modern production
inputs and improved varieties needed to hie
.- - y1.2. increases 
available? 
Are the physical facilities (roads, storage, markets) 

needed to handle increased supplies available?adequate backstopping from research and Will farmers getextension services? Willthe price structure motivate farmers to increase production?


bottlenecks are Identified, the nextonce step is to calculate the 
cost end probability of overcoming them, 

c. Third Step: The Export Promotion Program 

How deeply involved the Colombian government should get
in developing export programs for these minor agricultural commoditiesin a matter of philosophy as well as how production in the exportsector is already organized. Certain activities are generallyaccepted as being the responsibility of the government-improvements
in roads and ports or the introduction of quality standards, sanitaryregulations, commission of conmercial attaches at embassies abroad,and negotiation of access to protected markets. 
Many governments 


have felt that some extra effort was required on their part to
coordinate and integrate various efforts within theIr countries
 
to develop viable export programs. The possible
this problem approaches torange from minimum government intervention-supporting 
or setting up producers associations and natioual planning andexport coordinating bodies-to a complete restructuring of the
marketing and export sector-crearion of national marka.in exportagencies, for example. Cften other services such as market research,
information, extension, export promotion and training are also
 
carried out by governments or government-.-,ponsored agencies as a
 
means of capturing the economies inherent in these activities.
This is particularly the case where rather small scale businesses 
prevail. Reducing the amount of risk faced by individual producersand exporters may be another benefit atemIng from government
involvement in these activities. 

This report does 
its 

not suggest how Colombia should organizeexport development program for the commodities included thein
analysis. Certain decisions have been made; others are probably

in the offing. 
It is a function of this report, however, to
empha-vize the need for quality, sophistication, and flexibility in
 
whatever form of organization is chosen if the goal is to export
to thp U.S. or T'estern 
European rarkets. The inability to organizethis type of operation is likely to be as 
great a barrier to trade
as are existing tariff barriers, especially with the more highly

perishable fresh fruits and vegetables. Competition for some ofthese markets is already keen and likely to become more so; manycountries have already devoted substantial financial and managerial

resources to insure the success of their programs.
 

Colombia, like all countries, has limited financial and manpower resources. It must carefully analyze where to use its resources to achieve its greatest payoff for each expenditure for 
export development. 
Because of the way its goals are defined,
 
an increase in foreign exchange earnings is not the only benefit
from an export expansion program. An increase in employment and 
better income distribution are also t-nefits. 
 Although including
these benefits may complicate the analysis, someone somewhere in
the system should compare the projected benefits to the economy

to be obtained from new markets with the cost of developing such
markets. 
These costs include those of conducting feasibility studies,
promotion, advertising, and others. One may find that a large,expanding market that costs a great deal to penetrate may be lessattractive than smaller,a more stable market where many of thecosts of establishing a position in the market have already been met.
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3. Demand Analysis 

a. Fruits and Vegetables 

International trade in fruits and vegetables is largeir

than comm v thought. 
Average annual world trade turnover in
estimated at $7 billion3/; fresh fruits and vegetables accout for
$5 billion Lnd processed products the rest. 
Significant frenh
items entering international trade include bananas (5.7 million
M.T.4 in 1969), 
citrus (5.0 million M.T.), apples (2.3 million M.T.),
potatoes (2.5 *"llcn M.T.), and onions (1.1 million M.T.). 
 Among

the processed products, the biggest items are citrus juice (600,000

M.T. natural strength in 1967), tomato products (600,000 H.T.),
canned ;eaches (250,000 H.T.), and canned pineapple (387,000 M.T. in

1969-70). 


Western Europe is the single largest importer of horticultural
co--odities, with impor:s amounting to $3 billion per year. 
Only
40 percent of these imports originate from non-European sources.
The United States, whose annual imports increased to over $600
million in 1959, is the second largest buyer of fresh and processed

fruits and vegetables, 


Developing countries have promising opportunities forexportin3 fruits and vegetables to the world market. 
In fact,

exports of fruits and vegetables from all developing countries to 

developed countries (the United States, the United Kingdom, the
EEC5/, Japan, and the Soviet Union) exhibited more spectacular yearly 

increases than any other category of agricultural exports. Imports
of fruits and vegetables from developing countries increased 8.9
percent per year copared to 4.2 percent for livestock, 4.1 for
sugs:, 1.8 ;ercent for coffee, and 0.8 percent for cotton. Moreover,
by 197-66, imports of fruits and vegetables from developing
cou-tries were second only to coffee in total value, moving ahead
of sugar, rubber, and cotton. 


A nu-ber of reasons account for developed countries expanding

horticultural inocrts from developing countries. Perhaps the basicreason has bemn the suostantial level of economic growth in theUnited States, 
cstern Europe, and Japan throughout the last decade.Inco=e elasticities for fruits and vegetables tend to be much higher
than for the more staple agricultural commodities like grains, 


3/ U.S. dollars, unless otherwise noted in text.
M/e~tric tons, 


did Euro;u-an Economic Co-zrnity. Since the United Kingdom
did not beadle a member of the Comunity until January 1973, it
i 
treatsd senarately in most of the following discussion.
 

This. plus rapid income grow1., leads to rapid increases In demand. 
I Given this attractive market setting, lower foreign production
I costssupplieshavefrom developingprobably been the most important single factor enablingcountries to corpete effectivelydeveloped country markets. in thetXoreover, domestic producers in the
developed countries have not always been able to supply their
own increases in demand because of abnormal weather (in the UnitedStates, for example) and the growing demand for fresh fruits andvegetables during the off-season when domestic producers are unable to supply the marker except at very high costs (as with green

house production for example).
 

Growing prosperity in the developed countries has also
generated new consumer attitudes. Expanding incomes have led to
 
increases in demand for higher quality produce, irrespective of the
specific cormodity. 
Quality in this context includes not only the
basic characteristics of fruits and vegetables (such as taste and
flavor) but also storaoflity, uniform appearances, packaging, and
more convenience in handling and preparation for consumption. This
is a prominant feature of the U.S., Western European, and Japanese
markets. 
To rny consumers, the mere possession of goods of foreign

origin has become a symbol of social status. This reasoning applies
more to processed than fresh fruits and vegetables and more to
imports from developed countries-Europe, Japan, the United States
than from developing countries.
 

1) Fresh Market - United States and Western Europe
 

Potential markets for 10 individual fresh fruits and vegetables were analyzad in sone detail. 
These were the most pror.ising
among a larger set analyzed. 
The import market for these cormodities
 appears attractive 
at first glance. The market is lucrative; in 1970,
imports of these 10 co~rodities into the United States and Western
Europe (the United Kingdom and the EEC) came to over $700 
illion
 
(Table 5-2 and 5-3) and the market grew at a relatively rapid rate-7.3
percent per year between 1966 and 1970. 
Further analysis substantiated
 
this first, positive impression.
 

In selecting these commodities, an attempt was made to get
a cross sectlon of marketing situations, each requiring a different
type of marketing strategy. 
The first group of commodities analyzed
 
falls into what can boat be referred to as the "counter-seasonal"or "off-season"
berries being 

category. These commodities are perishable (strawthe most highly perishable of the group and grapes theleast). 
 The markets for these comodities in the United States and
 
Western Europe also exhibit definite seasonal variations, with
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Table 5-2-Value of markets for selected fresh fruits and vegetables in the United States and. Western Europe/ 

Value of Imports 
Coomdity : 

: U.S. 
1966 

W. Europe 
: 

_- Total U.S. : 
MI'nllion U.S; dollars 

1970 
W. Europe Total 

: 
U.S. 

Change 
W. Europe* 

percent 
Total' 

Strawberries • 2.4 18.0 20.4 9.0 39.3 48.3 275 118 137 

Melons 8.8 11.4 20.2 12.7 19.3 32.0 44 69 58 

Tomatoes 52.3 182.3 234.6 95.8 223.6 319.4 83 23 32 

Cucumbers 5.5 50.0 55.5 12.3 62.7 75.0 124 25 35 
2 

Green peppers: 3.9 11.4 15.3 12.8 21.2 34.0 228 86 122 

Grapes = 3.2 86.4 89.6 3.9 95.4 99.3 22 10 11 

Onions 3.6 50.3 54.0 6.7 73.7 80.4 86 47 49 

Garlic : 2.4 A.2 6.6 3.5 4.9 8.4 46 17 140 

Pineapples 0.6 .5.7 6.3 1.2 11.4 12.6 100 100 100 

Avocados 0.09 0.6 0.7 0.12 4.6 4.7 33 667 570 

Total 82.8 420.3 503.2 158.0 556.1 714.1 91 32 50 

17 United Kingdom, France, Germany, Netherlands, Belgium-Luxemburg, and Italy. 



Table 5-3--Import demand for selected fresh fruits and vegetables in the United States and Western Europe 

Actual 1970 
 Prolected 1975

Comodity : United : United : : United : United : 

: States : Kingdom : France Germany Total : States : Kingdom : France I-Germany Total 
thousand metric tons 

Strawberries 24.2 1.2 2.2 
 46.7 74.3 29.5 1.9 
 3.5 51.0 85.9
 

Melons 138.7 54.6 18.2 25.6 237.1 150.0 67.0 26.0 40.5 283.5
 

Tomatoes 293.3 164.8 186.5 
 296.9 941.5 305.0 170.0 
 210.0 350.0 1035.0
 

Cucumbers 65.0 
 25.2 6.7 220.7 317.6 78.0 
 28.0 9.5 250.0 365.5
 

Green peppers 31.7 3.4 8.2 52.9 96.2 
 38.0 8.1 64.9
13.9 124.9
 

Grapes 
 15.9 74.6 13.1 249.2 352.8 25.0 80.0 25.0 260.0 390.0
 

Onions : 34.6 203.4 
 98.8 259.2 596.0 50.0 205.0 110.0 295.0 660.0
 

Garlic 8.8 0.8 8.3 
 1.4 19.3 9.0 0.9 9.2 
 1.5 20.6
 

Pineapple 20.0 7.3 17.4 6.5 
 51.2 25.0 10.0 23.0 10.0 68.0
 

Avocados 
 0.5 2.9 3.2 0.3 6.9 0.8 3.9 0.5
4.6 9.8
 



supplies shorter sad wholesale prices generally higher during
winter months. Supplies from domestic sources 
the 


or nearby countrieswith the same climatic conditions are usually plentiful and cheap
through the 

in 

stmer months but either unavailable or only availablesmall quantities during the winter months. 

The U.S. fresh tomato and fresh onion markets, for ex-ample, exhibited quite different seasonal price and delivery patternsIn 1970. (Figure 5-2 and 5-3). The fresh tomato market was charac-terlsed by iore extreme fluctuations and by a de~inite pattern of
lower 
than average deliveries and higher than average prices during
the mid-winter. This inverse relationship was not apparent in the

=Ion market, however, where lower than
occurred with lower than average prices. 

averaze onion deliveries 

Consequently, it is the off season segments of thesemarkets in which Colombia should mostbe interested. The commodities 
included in this category are: strawberries, melons, tomatoes,cucumbers, green peppers (capsicum), and grapes. 

The second group of products are those that store well forrelatively long periods and are 
available all year long in relatively
equal amounts, with less seasonal price variation. Onions and garlic

are examples, 

The third group includes two of the tropical fruits-pine-

apples and avocados. These commodities are generally not grown
the developed countries for climatic reasons (the United States 

in 
is 

an exception) and are therefore notmarkets. wall known to consumers in these 

Other comodities which could have been included in this study
were green beans., eggplants, asparagus, cauliflower, okra, and mangoes.These were excluded because there were no imports, at present, into one or more of the markets being analyzed and/or import levels were
small and showed limited promise of 
growth. Developed country marketswere analyzed separately. 
Markets in the United States, the United

Kingdom. France, and Germany were analyzed in more datail. Othermarkets such as Holland, Belgium, Sweden, and Canada may also offeropportunities, but their levels of asimport demand well as totaldemand are generally much lower. 


a) Strawberries 

The import market for fresh strawterries in the United 
States and estern Europe grew 9from a little over $20 million1966 to almost $50 million in 1 in70-a 130 percent increase. EEC 

strawberry imports (53.000 M.T. in 1970) were more than double the 


volume of U.S. imports (24,000 M.T.). But, occurthese primarilyduring the sumer monthq whereas the majority of U.S. imports occur
during the off-season--October tarough April. During 
the off
season in the United States, the major foreign competitor is
Mexico, and the major sources of domestic competition are Florida and
 
California. 
Since the market on the East Coast isof several the most logicalthe markets in the United States, Florida would beColombia's major domestic competitor. In terms of wholesale prices
iii the Neul York market, October, November, and December, before the
big voluces of Mexican and Florida strawberries reach the market,
seem to be the most advantageous months 
during the off-season for a ne.
 
exporter.
 

Although still small, the off-season market for straw
berries in Western Europe has 
grown rapidly over the last 6Off-se,-;ou imports (August 1 to April 30) years.into France, Belgium,Luxember., Holland, and Italy grew from 131 M.T. in 1966 to over
1,000 H.T. in 1970. Over half of these Imports went to France.Germany iiported 997 M.T. of strawberries during the 1968-69 
off-sea.on and the United Kingdom imported 206 M.T. 
From January
to Harch the market is dominated by air-lifted supplies from the
United States, ,!exico, Kenya, and New Zealand. 
 The Mediterranean
countries supplying the off-season market-Italy, Spain, and Israel
ship at 
the beginning or end of the off-season. Off-season strawberry

production In the Mediterranean areas, however,excercise is a highly sophisticatedbeset with nany technical problems. 

b) Melons 

The import market for fresh melons In the United States
 
and W stc-n Europe increased from $20 million in 1966 to S32
million ir 1970--a 59 percent increase. In the United States,
cantalco:nuos are the favored melon both in terms of per capitaconsump'Icn and oflevel imports, accounting for over half of theU.S. ir.o, tr in 1970 (67,000 M.T.). Honeydews accounted for only
12 percert (17,200 M.T.). In general, consumers in the UnitedStates i.*-! Europe accept all three melon types-the ribbed can
taloupes. ribbed melons. and the smooth-skinned honeydev melons.
Certain , reference seem to exist for honeydew melons in the Scandinavian cnbntries and Germany, however, and for czataloupes in France.Israel !:.j!. successfully introduced newa variety on the European 
)arket--,..a Oge. Highly perishable, it is expensive becausenust be e.tr freighted to market. itBeing expensive, demandits will be 
more li. i ted thnn the more traditional varieties--cantalupes.honeyde....--on which Colombia should concentrate. 

Cantaloupes are available in the United States primarily
from a I-rotirh September with reduced supplies during the early 
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71ure 3-2: INDICES OF M.ONTHLY UNLOADS AND RETAIL PRICES 
OF FRESH TO1,3ATOES, SELECTED U.S. CITIES, 1970Z of average


yearly unloads
 
or price
 

140•
 

100 

JAN FEB NAR APR MAY JUN JUL SEPAUG OCT NOV DEC 
a -mma Price Index 

mmmm Unload Index 
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10"S (March and April) and late fall (October and Novebrr).
During the winter (December through February), supplies are practically
Tom-existent. There virtually no U.S. ofis winter production 
cntaloupas, and Mexico. which has supplied almost 99 percent of 
U.S. cantaloupe imports during the past 10 years, does not beginrshipping until February. 

The market for honeydevs is also seasonal, with reduced supplies

November through February. From January through April, the market is 
supplied almost exclusively by imports, with over 50 percent coming
from Chile and another 25 percent from Mexico. Based on an aalysis

of wholesale prices in the New York market and monthly shipments 

,
from domeasic and foreign suppliers, November through January
 ' 

seem to be he most advantageous months for a new exporter to ship

honeydew melons. December through February are best for cantaloupe 
shipments. 


The United Kingdom is the largest ELropean importer (54,600 
M.T. in 1970), followed by Germany (25.600 M.T.). Other European
markets are little developed, but expanding rapidly. Melon con-
sumption is still limited to the July-October period, however, at 
which time Spain, Southeastern Europe, and Italy dominate the 
markets outside France. Host other suppliers ship either at the 

beginning or of season:end the winter Canary Islands-April and May;Israel--October to November and May; and Chile-March, April. and 
May. Nor are supplies likely to become available from most Medi-
terranean countries during the winter months, since con-climatic 
ditions are unfavorable to winter production. Cultivation under 

plastic is necessary there, even in late spring. The United Kingdom
already imports considerable quantities of melons during the winter 

from Chile and South Africa. If the rest of Europe were to follow 
suit, the marketing of melons in Europe during the winter could be 
very attractive to a potential supplier like Colombia. 


c) Tomatoes 

The import market for fresh tomatoes is one of the largest 
fresh fruit and vegetable markets. By 1970, imports into the 
United States and Western Europe totaled more than $300 million. 

Imports into Western Europe accounted for over 70 percent of those 

imports. The market is growing at a relatively slow rate, however, 

increasing by only 36 percent between 1966 and 1970. 

Two types of tomatoes are grown for the U.S. market--
vine-ripened and mature-green. Mature-green tomatoes are harvested 
green and sent to ripening rooms near the market. They can be pro
duced at lower costs in the United States, primarily because they 

do not have to be staked as do vine-ripened. But, they do bring 
a lower price than vine-ripes at the shipping point. Colombia. then,
has a choice of ;.+ethsr to enter the United States with vine
ripened or mature-green tomatoes. 

Colombia seems to have an advantage in producing the ar.
labor intensive vine-ripes because of cheaper labor costs. However, 
vine- ipes spol quicker than mature-greens (the storage for vine
ripes is from 4 to 7 days compared to I to 3 weeks for mature
greens) and are more difficult to ship. From the point of view of 
zetting the product to market, mature-greens appear more attractive.
 
dowever, their export could bring smaller returns to Colombian pro
ducers Pnd exporters; payments for the ripening and packaging oper
ations, of course, would accrue to the United States rather than Colombia.
 
European markets also have distinct differences in consumer pre
ferences. Whether mature-green tomatoes would be acceptable in any
 
of these markets is a question that will have to be explored further.
 

There is also an off-season market for fresh tomatoes in 
the United States and Western Europe. Tomatoes are in short supply 
in the U.S. market during 5 months (November through March). 
Florida is he major domestic producer of vine-ripened tomatoes 
during the win.r-Decerber through April.
 

The market for imports has grown almost 80 percent between 
1966 and 1970 (from 163,000 M.T. in 1966 to 293.300 M.T. in 1970).

Mexico is the major supplier, having furnished over 95 percent of U.S. 
imports since 1961. 
Mexico's shipments occur year-round but are
 
concentrated January to May. An analysis of wholesale prices in 
the New York market and shipments from other suppliers indicates
 
that the best time for Colombia to try to penetrate the U.S. 
market with fresh tomatoes would be the beginning of the winter 
season-Novenber, December.
 

The demand in Europe for off-season tomato imports has 
grown and will continue to grow faster than the demand for summer 
tomatoes. Present requirements in Western Europe for off-season 
tomatoes 
.mount to nore than 300,000 .Y. (Germany, Benelux, 
Switzerland, tnited Kingdom, France, and Austria). From January to
 
March, the European mrkets outside of France are dominated by

supplies from the Canary Islands. Morocco ships to France from
 
November through April. January through May, then, is one of lowsupplies, with competition more severe at the beginni g and end 
of this period when supplies from Italy and Spain are also eu.cating

the market. This January through May season would be desirable to
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a potential supplier like Colombia for several reasons:
areare subject suppliesnot to the EEC reference price system (see section on 
short, prices are higher, and imports from third countries 


are notubjrect torathEECrferencla ptice tesee t in onand
trade barriers for afurther explanation of this point). 

d) Cucumbers 

By 1970, the import market for fresh cucumbers in theUnited States and Western Europe valued at $74fs million, an in-crease of almost $20 
 illion from 1966. 
 Iaports into Western 
urope amot 
$20 o rom 19per6e. ImpoNovember,
Europe accounted for over 80 percent. 


Cu~-umbers also have an off-season market.
Cuacub In the United
ofefrseaalsonhmaerke . I th e Uni ed
States cucumbers are sold throughout the year, but supplies are
shorter durig winter (December through March). 
 This coincides
 approximately with the Inport season , and U .S. cucumber imports
have increased quite rapidly--7.3 percent per year during the last
decade.
has increased its share of the market from 13 percent in 1960 to 85

Mexico, the principal foreign supplier of the U.S. market, 

percent in 1970. 
Mexican shipments begin in November and run 

through May, while volume shipments from Florida, the major domestic 

supplier of the winter market, run October through June. 
Whole-
sale prices in the New York market are highest November through

April. Cucumber shiprents could be made anytime between November 

and April and still take advantage of the winter market.
 

The off-season market for cucumbers in Western Europe
is developing in both France and the United Kingdom.
both countries are li'ited during the winter months. Supplies In
Moreover, 

a good share of both countries' imports go to supply their off-
sasgood sareots.
season markets. nceountrioe'Since 1966 80prtgoto supplyhcueirover 80 percent of French cucumber 
imports have occurred between November 1 and 15May (total importswere 6,700 M.T. in 1970). 
 Over 40 percent of United Kingdom imports

(total imports were 25,200 M.T. in 1970% have come from the Canary
N oG vremba e cructh rmb e
Islands, October throuhi !av. ugh ip mri o.rt ar e muc la gerT
holesale prices also seem highest
November 
(over 

through April. German cucumber imports are much larger90 percent of total EEC imports enter the German market), but 

e) Green Peppersorestic 

By 1970, the U.S. import market for green peppers (capaicum)had increased to almost $13 millic 
 surpassing in value the U.S.
,ort market for cucubers. Thio - irke had increased over 200prcent from to1966 1970. The combined andU.S. Vestern European
import market totaled 34 million over million than$40 less the 

but larger shipments arrive at markets duringGreen peppers are available year-round in the United Statesthe s r. Florida
 
Texas are the major domestic suppliers of the off-season market.
Florida's big shipments begin November and run through June.
 

Production of bell peppers in South Texas is restricted to fall
end spring crops with shipments running May through December.
 

Mexico is the major foreign supplier of this market, supplying over
90 percent of the U.S. imports in 8 out '-t 
the last 10 years.
Mexican proauction generally is ready for harvest end shipping in
with major shipments terminating in May. Wholesale
prices in the New York market are also highest November through May.
 

Consequently, any tine between November and May would be appropriate
onths for Colo mbia to ship peppers to the United States
.
 

Te a be e o r e e t ly in res n E urope rcent
 
shownconsiderable e 
 rpansion
recently, increasing by 86 percent

between50,000 M.T. in 1970.
1966 and 1970.Most supplies are imported during theGermany is the major market, importing over
sumoerwhen produce from Spain, Italy, Yugloslavia, Romania, Bulgaria, end
Hungary dominates the market. 
 During the winter, Israel,.Ethiopia,

Kenya, and Uganda have begun to ship increasing quantities of fresh
pe y a ir to Western E o p marets ingor ucnttois mjor 
pepper by sir to Western European markets. Morocco is also a major
source of off-season French supplies. 

World trade in fresh grapes reached 934,000 M.T. in 1969.
About 70 percent of these exports were
A o t 7 e c n f t e e e p r s y r from European countries, withr u o e n c 
u t i s r t
 
most re-entering European countries. 
 The United States is another
significant exporter, accounting for 14 percent of world trade
in 1970. 
The value of thseimport market in the United States, the
 
EEC, and the United Kingdom reached a high of over $100 million1969. In 

he U.S. import ma rke t is quite sma ll, only 2 percent of 
world imports in 1969 

slowly. 

(less than $4 million) and growing relatively
There are short Gupplies January through June when this
market could be exploited by a country like Colombia. 
California, 
supplier, ships throughout the year, but its major

shipments arrive on the warket July through December. 
Canada, one
of the major foreign suppliers, ships during the summer and fall,
while Chile, the other major foreign supplier, ships primarily from
February through AuctionMay. prices recorded in the New Yorkmarket are highest in February, Itay and June. 
The most advantageous

months for Colombia to ain at in terms of auction prices in the New
York market and shipients from other suppliers seem to be February
through May, raking Chile its major competitor.
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The grape Import market In Western Europe Lu much larger
than the U.S. market (EU.,imports in 1970 were 20 times larger then U.S. 
imports), but the EEC market is also slow-growing. Since Italy. 
France, Greece, and SprAn are among the world's largest producers of 
table grapes, whether there in a market for suppliers outside the 
European continv-.c depends on the seasonal distribution of European 
sup _es. .. hpa4#hw@ut,.sesoo for table-grapes; in Europe'runs 
July, , &14--t.Aapets.offbyDesesbr. Efforts ;to devalo# 
ear2neyjq .,va e;o:inorder;to prolong the marketing season 
In .hth.o4yaoe th iimtedrsuccess.: Limitedw quantities 
of _e..a5 . £fnropean source duringIs-vs. the winter 
1mft.01, even "F.-w. grapes sake up-the-bulk of Spanish pro-
duction. Winter grapes are harvested November through February. as 
are tA,8rffspr.duced in hot houses in Belgium and Holland. 

.- 110t of th-ieforance pr'e-system, the tariff schedule,
and t#. t mU*a of.supplies f rm Euronp ours, Colombia's 
beast ojp rq..tes-for exper.in, fresh table grapes to any Co-mon 
Market~,Peyar from the and of Naromder to the end of June. 
Ths.qmarks alo, apply to - the United Kingdom a non-producer whose 
mpo.s are lag; $ha Frenqb or U.S. ±sort. Hower, more 

iafO7L ssn edq Op th aumma.iJ -f-these markts before 
Coou sensously o .ders -any export yrogran. Mhat the timingi in 
of preTan -Imports? - The mai -import amsmon-.in Frmnan is from .ovember 
to thtA.Iddle of .julm. but whe about Germmny and the United Kingdom? 
Do przamsv. cmwotioa pattersA follw asaroual patterns? They see= to 
In 7rezjqrc ier the prcen.tagse of total supplies consumed between January and 
June Is vety small. Prices M ilso vary by season or variety. All of this 
inforiaion is needed in greater detail. 

5) .Oni-n 

Wrld production of onion,. as almat doubled over the last 
2 deci&es .(fTo* an_ grites of 5.6 .viLionM.T . In 1948-52 to 11 million 
N.T. im 1969). About 10 percent of world production moves in 
Inter"tIonal trade 41.j million. .?. IAL._6)-i with over half Is-
porte4 by th#: Anited States - and pstern Europe. : This market is 
largae-,-ja over $63 million in 1969-but, the is no seasonal 
dvange to, be gained in either the United States or Wstern Europe. 

The U.S., Import market has grown rapidly over the last decade (8.4 per-
cent per year).although its 34,600--HT. inports in 1970 still 
represented: only, 6 percent of the total- ono-n-Irporc by the United-
States and Westrn Surop . 

-IXicp .I, :he ajor f"a$gn qpp lier (81 parcent) - although
Its sbae of thiIsmketis smeller- tshare:of -the markets- for 

the more perishable commdities such as tomatoes and strberries. 
-The EEC6/ import market for onions is approximately 10 tmeas the aie 
of the U.S. market (some 400,000 M.T. in 1970 valued at more than $50 
mill'-on). Germany. which accounts for over half of these Imports,
relies on. Hollmkd for a Jajor share of its suppls. France. hose 
inmorts have-almost doubled in less than 10'year.and paiiw accounts 
for one-fourth of EEC iports, also importsa majority of its 

supplies from Holland. Spain in the largest.foreign supplie . 
the U.K. market, which is also large (200,00 M.T. in 1970).''
Competition appears to be strong among other suppyAers to the market. 
Morocco, Spain, and Tunisia have lost ground to India in the French
market since 1967. Egypt has also lost groind-in theGerman maret 
to Czechoslovakia and in the U.X. market to Cile. 

h) Garlic 

The garlic import market in the United States and Western 
lurope is small relative to tls market for fresh tomatoes or grapas-
Only $8 million in 1970. Nor has the market undergona rjpid growth.
increasing by only 27 percent between 1966 and 1970. Tha markets for 
some fruits and vegetables in tenperate countries are atrractive 
because supplies from domestic producers are short during the winter. 
ThaI offers Colombia the opportunity to exploit its geographical
climate advantages. Other markets for tropical fruits are attractive 
for the same reason. The market for garlic in the United States and 
Western Europe has none of these additional advaitagens, however. 
Nevertheless, if Colombia is a low-cost supplier, this may be an 
attractive pol.ent.l mrkett. 

The U.S. import market has actually declined over the last 
decade (tram 10,600 M.T. in 1960 to 8.000 M.T. in 1970) while 
domestic production increased. Domestic shipments, primarily
from California, occur throughout the year but fall off slightly
from February throuzh June. Foreign shipments, mainly from Mexico, 
scoelerate during this decline. Italy, the second most Important
supplier, ships from August through February, and Peru from February 
through May. 

The European Community market for garlic Is slightly larger 
than the U.S. market (over 11,000 N.T. in 1970). French imports are 
large (over 75 percent of Comunity imports in 1970, making its 
market almost as -large as the U.S. market) and increasing. 
Another member of the European Commuity, Italy, supplies almost 
three-fourths of the French market. Egypt and Argentina are the 
second and third largest suppliers. German imports, on the other 
hend, re -mu,ch smaller and stable, while imports into the United 
Jfdom are alnst non-existent. 

f' F lcl'ang the United Kiodgm. 
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Cmld pieappl f. second baly to canned peaches In worldmpors. Net fresh pineapole Is lees significant In the fresh

fruit trade, which is dominated by.ectrus, bananas. and apples.

World production is large (3.5 million M.T. in 
 1969) . but onlyaromed 3 percent moves in interastional trade in its fresh form. 
T1reminder todelicate, cosuind domestically or caned. Pineapple isrequiring great care In handling, packing, anZ tmmperatura
and h ndity control. Trade merk-uvp in most importing countries
are hig, partly due to the high risks in 
 Importing; the result is to
make the fruit a luxury. There s also the general reluctance of
houmewives to go to the trouble of preparing the fresh fruit for
cometion when canned pine pples are readily available at reasonableprices. 
In fact, the canned pineapple industry Is so well established
that many consumers in the importing countries tend to regard the 

flavor of canned pineapple am the true flavor of the fruit, with
the result that the fresh fruit is not readily accepted. Consequently,the import market for fresh pineapples In the United States and WesternEurope is still relatively milli-$o.6n I1970.a 

The United States Is still one of the single biggestimprters of fresh pineapple, even though its Imports declined
steadily from a high of almost 50,000 N.T. In 1958 to a low of
11,000 N.T. in 1967. During that time, U.S. Imports of caned pineappleros spectacularly. Since 1967, the market for fresh pineapple
has been looking bttter, with imports almost doubling between 967and 1970. 
Fresh pineapples are available Ju Ze U.S. market from
Euaii and Puerto Rico throughout the yaw:, althuhug supplies areslightly shorter August through October vmd during January andFebruary. 
Fresh pineapples are also imported througho%t 
haeyear,
but imports peak during June. Meico, still the major foreignsupplier (60 perceat in 1970), ships primarily December through June.Mexico has been l"eing its share of the market, however, to othersuppliers such as Honduras (22 percent) and the Philippines (17percent). 
 Central American shipments occur primarily during May.June, and July. 

The EEC market for fresh pinespples is now larger than theU.S. market, reaching 30,000 M.T. In 1970 for a value of over 
$9 million. France accounted for over half of these EEC imports
and Germany for about one-fifth. Imports into the Uniued Kingdom 
wore slightly larger than German Imports. 
This market has increased
in value 100 percent from 1966 to 1970, the smu rate of growth 

undersone by the U.S. market. The European market, however, brdifferent suppliers. Franc. relies on its eze-oloaIme-theCoast, Martinique, and Guinea IEm7(in that order); Germany m theIvory Coast. Brazil, and Kenya; and the United Kingdom an its
ez-colonies-South Africa and Kenya. 

j) Avocados 

World avocado trade is directed mainly toward Europeancountries whic'i do not grow them. This trade has been increasingspectacularly. 
Between 1966 and 1970, Western European avocado
imports increased more than 600 percent. 
In 1970, the EEC countriesimported over 3,500 
f.T. valued at some $2 million. France accountedfor almost 90 percent of these imports (3,200 I.T.). Germany andthe United Kingdom are the other two major importae (300 M.T. and2,900 M.T. in 1970, respectively). 

At present, Israel, South Africa, and Martinque dominate
European market-. 
Israel alone supplies over 30 percent of the U.K.
market, over half of the French market, and over 75 percent of the
 
German market. The remindercompletely by South Africa. of these markets is captured almost
The production seasons in Israel andSouth Africa are well synchronized; avocados are available in SouthAfrica from April to October, while Israeli harvesting spansOctober through May. 
This mashing of production seasons effectively
eliminates ceasonal shortages in the European market. Other
suppliers are boc!ed.
 

Nor is there a seasonal advantage to be exploited f-ntheU.S. market. 
Supplies are available from domestic sources all year.Shipments from California occur throughout the year and are supplemented by shipments from FloriZa July through March. U.S. production
levels doubled during the 1960's, making the United States the
world's largesL avocado producer. 
U.S. imports dropped drastically
from almost 3,000 M.T. in 1960 to less then 100 M.T. in 1961. Since
then, imports he,- been gradually rising and. in 1970. reachedapproximately 500 M.T.-still nowhere near earlier levels. 
Over
 
95 percent of the imports come from the Dominican Republic. The
overall size of this market in the United States and Western Europe
is still relatively small-only $5 million in 1970.
 

2) Processed Market -
United States and Western Europe
 

World trade in processed fruits and vegetables is smaller
 
-and perhaps more complicated than trade in the fresh product. 
In 
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1970, the total import market for processed fruits and vegetablesin the United States and Western Europe wa worth almost $1 billion(Table 5-4). Imports of processed fruits and vegetables into theUnited States vere each valued at a little over $100 million in 1970,nd each yas groming at approximately the same rate during thelate sixties. The Wster- European processed fruit market is approxioptely four times the size of the U.S. market and its processedvegetable market is three time. European processed vesetableImports have 8rou faster than fruit imports betveen 1966 and 1970.The rate at thich imports of individual processed fruits and vegetableshave been growing varies widely, by comodit7 and country, however.Imports of some commodities have increased over 100 percent in only5 Yeas (1 9 6 6 -1970)-canned mixed fruit into the Comon Market. theUnited Kingdom, and the United States, for example, or Common Marketimports of tomato products, mushrooms, and asparagus, for another.
At the am time, imports of other commodities. especially into the
United Kingdom, 
 have actually decreased. 

The individual comodities analyzed in this sectionwere selected primarily because there is a large and/or rapidly gromingexternal market for them-fruit juices, tomato products, and cannedpineapple, for example. Because no cost of production data, factory
price list, or even vholesale prices for Colombia 
 processed fruitsand vegetables were available, no attempt va tomade evaluatewhether Colombia could compete in price In the external markets forthese comodities. This differs from our fresh fruit and vegetable
analysis. 

Brief analyses of the small externsl market for processed
tropical fruits (exotic fruits) 
and the market for frozen fruits andvegetables were included, the first because these are products ofspecial Interest to Colombia and the second because an increasingshare of the fruits and vegetables consumed in the developed countries 
are being consumed in. the frozen form. 

Markets 
complex than markets 

for processed fruits and vegetables may be more

for the fresh product because they 
are characterizedby a great deal more product differentiation. Differences ste-mingfrom the raw product Itself are compounded by added differences dueto preparation-canning, pickling, freezing, dehydration-as well as size
of containers and the deliberately 
 contrived differences due tobrand advertising. This analysis is further complicated by multiple
end users-households, ms feeding institutions, and industrialusers. These markets differ both In the structure of their marketing.channels and in the nature of the goods demanded. Appropriate

marketing strategies should be Pr vadapted to the particular market in 
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Table 5-4
-e-Value of markets for processed fruits and vegetables

in the United States and Western Europel/
 

1966 Value of Imports 
1970:- t I Total : 	 Chante: Total : :Total
2UNC i U.K.IW. .EuTope I U.S. EEC 	 .:U.K. : W. Europe.: U.S. : EEC:--	 U.K. *Europe 1 U.S.
million U.S. dollars  - percent
 

Pramesd frultsll :176.3 175.4 351.7 
 68.3 280.0 154.6 434.6 100.3 
 59 -12 24 47
 
Pastespulpojejles : 	8.2 7.4 15.7 
 4.3 10.9 6.4 17.3 6.5 
 33 -14 10 51 
Fruits in syrup :106.1 136.2 242.3 
 36.8 141.8 115.9 257.6 58.7
Pinaeaples 	 34 -15 6
28.2 18.4 46.7 19.1 35.6 19.8 	

60
 
53.4 29.2 26
OranpoS3/ 	 8 14 53
.3 11.3 11.6 
 17.4 13.0 11.0
Mxed fruit/ 1.1 	 24.1 22.9 4,233 - 3 108 32.5.0 6.0 
 0.6 15.4 14.6 30.0 2.1 
1.300 192 
 400 250 

Fruit Jule" 53.6 23.2 76.8 7.2 
107.6 24.3 
 131.9 12.3 101
Citrus Juices 27.0 17.8 44.8 2.0 60.1 17.5 	
5 72 71


77.7 2.4 122 
- 2 73 20
 
;Frosen fruit 
 0.8 2.6 
 3.5 17.4 0.9 2.4 
 3.2 19.1 12 - 8 
 - 8 10 
Processed vegetablesS/:144.9 65.2 210.0 67.0 268.8 69.8 
 338.6 104.1 86 
 7 61 1,5
 

Tomatoes Gtomato products 1 19.2 
 35.8 54.9 
 16.9 38.9 38.6 
 77.6
Mushroom 	 24.5 103 8 41
t 26.2 	 45- 26.2 7.7 51.1 -Asparagus 1 18.0 1.8 19.8 	
61.1 14.8 133 - 133 92- 36.2 1.3 37.5 0.8 
 101 -30
Peas 	 89 1: 13.9 0.2 14.1 0.5 19.5 0.3
Olives 	 19.8 2.0 40 50 40
t 11.9 	 300
0.9 12.8 28.7 18.5 0.8 
 19.2 38.6
Pickled vegetables t 7.8 	 55 -11 50 34
2.5 10.3 6.0 13.8 3.0 16.7 
 11.7 77
Sauces 	 17 62
1 19.1 - 19.1 	 95
2.3 34.9 - 34.9 3.2 83 - 83 39
 

T.2
1/ 	United Kingdom, France, Germany, Netherlands, Belgium-Luzoemburs, Italy.fticludes dried fruit.
3I	Includes madarins oranges.

Includes fruit cocktaiLad fruits for salads.
 
ftEcludes dried vegetables'. 



In general,are influenced by brand names. inconsumers purchase goods sal containersConsumers like products that are and 
familiar to then 2n physical appearance as well as taste. 
They do not
always purchase top-quality products, however, and will buy goods of a 

however, are not very good judges of quality and therefore must rely on
the reputation of a particular processor or retailer.-sason This is onewhy advertised brands are so strong at the consumer level. 


Nes feeding institutions purchase in somewhat larger

eatainers. 
Brand names are less Important to the institutional
buyers who are professionals able to judge quality and value.
Quality, however, is very important, especially with regard to

physical appearance, color, size, and number of portions, 

Industrial users buy in large volume, often in wry large
containers such as barrels and drums. Quality is essential in this
market, although the quality characteristics may not be the se 
am those for the constmer market. 
Physical appearance is often
less imsportant thn the ofabsence extraneous material such ases, cors, anda ecnt. Brand n and cotry of origi n have
no impacton industrial users, 


Becamse of the distinctions in containers, sizes, and 

quality characteristics among the three markets. It would not be
practical for a nom processor to attempt to enter all three markets at 
once. A more appropriate strategy would be to enter and becomeestablished in one s.rket. 
Later, as production capabilities expand.other mar'ats could be entered in order to make use of comn 
agricultural
and productive inputs. 
Because of its characteristics, the industrialmarket would probably be the easiest market for a country likeColombia to enter successfully and have the most potential for 

- continuing success. 

However, it is hard to determine aectly the size and promise
of each of these three markets.whether Trade data seldom give any indicationimports are for direct consumeption, for institutions, orfor industrial purposes. Occasionallyfr nduria l p os codiy categories arees . caional l commod iy cte
broken down by container with gopres a ry otradesize, the larger sizes presumably going 

to Institutional and/or industrial users.* 
In mo-t cases, onebe unable to determine either the size of these markets or thewill 
nature of their demand without interviewing the trade, however,
To get more detailed Information on the type of processed product
demanded by households, one can first look at the legal requirements
and then at the recommended grades (both are included In the separate 


appendix to the study on markets for processed fruits and vegetables).
 

If more details about consumers' tastes and preferences are desird. 
they can be obtained through interviews with importer. 
wholesalers.
retailers, and 
even consumers themselves, and/or by getting samples
of the types of commodities various competitors already have
 
n the market. 

However. knowing the basic standards and grades is not
 
sufficient to successfully penetrate the institutional and Industrial
markets for processed fruits and vegetables. Here, there are no
"standard" container sizes and other demands may differ widely.
There seems to be no way to get the type of detailed information
 
necessary to de%slop a successful export program directed to these
 
types of final users other than to interview Importers and purchasing

agents themselves. When information was available from secondary
sources on institutional and industrial users of processed fruits

and vegetables, it was included in this analysis. 
A further
analysis was beyond the scope of this report. 
Before any export
development program is Inaugorated, however. much more detailed
Information is needed on 
(1) the size and potential growth of themass feeding and industrial markets in each country for the more
important comodities and (2) the nature of the comodities demanded.
 

a) Canned Fruits and Vegetables
 

Canned fruits and vegetables are still the most inportant

category of processee fruits and vegetables produced, traded, and
consumed. 
For example, during the late sixties, the United Kingdom
!Wortad 
ovar 6.00C M.T. of frozen fruits azd zgetable3; its cz-=ed
tomato paste imports alone were 10 times higher during this same
period. 
Tomato products, fruit juices, peaches. and pineapples
are some of the most important canned products moving in international
 
trade.
 

1. Touzzo Products
 

Processed tomato products include tomato concentrates. 
peeled whole tomatoes, and tomatoin tomato products juice. The volume of internationalis estimatedpercent of the world's output. to be around 600,000 -:.. about 20For most of the tomato manufacturing
 

cutis 
h ntdSae
countries, o xmltedmsithe United States for example, the aktidomestic market isthe principal outlet. Exports of tomato paste, the main tradeitem,reached 350,000 inM.T. 1967, double the volme theof late fifties.Two countries, Italy and Portugaliaccount for two-thirds of thetotal volume of tomato paste entering international trade. Italy 
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was the single largest exporter of tomato paste until 1968, when itlost its leadership to Portugal.
IsdustrLes to the export market. Both countries have geared their
World trade in preserved whole
tomtaoes makes up around one-third of the total market for tomato
products (approximately 200,000 M.T.). 
 Italy alone supplies more
than three-fourths of this market, with a little competition from
Portugal. 
Exports of tomato juice are even smaller-50,000 M.T. 

per year. The Mediterranean countries as a group have doubled
their ahipaqinto since the 
and of the fifties and are now estimated 

to account for about one-third of world tomato juice exports. 


The United Kingdom. United States, and Canada are the
major Importers of tomato products. 
 The United Kingdom is the biggest 

ougle Inporter of tomato paste, taking almost 6,000
roughly on-uartar of total world imzports In 1970. 

.T. or roes almost 50 U.K. Importspercent in the last decade, with the largest part
coming from Portugal. Germany is another large 
mporter of tomato
paste (36,000 N.T. in 1966), with Italy ire 2ost important supplier,
U.S. Imports of tomato paste and tomato sauce have fluctuated, but
were at a remarkably high level of 70,000 M.T. in 1967 and 1968, 
decreasing to 41,450 
 .T. in 1970. Imports of preserved whole
tomatoes are c-ncentrated in three countries-the United Kingdom,

United States, and Canada. 
The United Kingdom alone accounts for 
more than 50 percent of those importsJ (almost 95.000The United Kingdom is in 1970).also the major importer of tomato juice, takingabout half th3 volue traded internationally (14,000 H.T.). 

Future :rqde flows are difficult to predict. 
Export
availabilities during the next few years seem likely to remain at pre-sent levels in Italy, but will likely increase in countries withcomparatively new processing industries, including Portugal, Greece,
Spain, Tunisia, Yugoslavia, and Turkey as well as Eastern European

countries, particulsry Bulgaria end Hungary. 
Most of these producing

countries hope Zo ship a substantial part of their additional supplies
to Western Europe; however, unle the market expands more favorably
than n the recent past, the 
mount of product available for export
might increase more rapidly than import demand and prices could drop. 


As far as imports into Western Europe are 
concerned,
Portugal, a very low-cost producer, seems to be in a favorable positionat present. Other Mediterranean countries with relatively low labor 
end cultivation costs might also be able to compete profitably onthis market, however. The Italian industry would seem to be facing
serious difficulties since it has already lost considerable ground
in this market. 

Consumptlon of processed tomatoes vil 
continue-to-increase,particularly in developing countries. 
However, it in mnritely
that trade opportunities will 
increase correspondingly. In summary,
countries which wish to develop their tomato processing Industries
essentially for export to the West.Tn European or U.S. market arde ly o e pot ito n.
 
likely to meet sharp competition. 

ii. Citrus Juice
 

The volume of citrus juice moving in international trade
increased from 300,000 M.T. in 1960 to about 5S0,000 M.T. in 1967
 

(single strength equivalent). 
Most of this growth va in concentrates;shipments of citrus concentrates doubled between 1960 and 1967, reaching
a level of 80,000 M.T. in 1967. Brazil, United States, and Israel
 are the largest exporters of citrus juice. 
More than 90 percent of
the citrus juice output in the United States in sold on 
the domestic
market. 
In most citrus producing countries, however, domestic sales
are regarded only as a residual outlet; juice production is mainly
 

geared for export.
Orane juice is the ost iportant citrus product;
 

i.T.
It constitutes about three-quarters of the total volume of citrus
juice entering international trade. 
World export trade in single
strength orange juice did not show significant changes in volume

between 1960 and 1966, as decreasing exports from the United States
 were offset by increased shipments from other cuntries, mainly Israel.
However, exports increased dramatically in 1967 (by almost 30 percent)
"hen the Ua±td States. after recovery in 1966, rearly doubled Itsforeign sales. 
By the end of the sixties, the United States and
Israel were supplying two-thirds of the world's exports of single

strength orange juice.
 

Concentrated orange juice, however, is the most i.iportant
fte in internatioral citrus juice trade as 
far as value is concerned.
:xports have undergone almost expansion reachingcontinuous almost 
80,000 N.T. in 1968. 
 This increase in trade originated mainly from
the southern heisphere-Brazil, Argentina and South Africa. 
Brazil
alone expanded its shipments cf orange concentrate (mainly frozen)
from 200 M.T. in 1962 to a record volume of over 30,000 M.T. in 1968.
 

World trade in lemon juice, dominated by Italy, is stagting (at around 5,000
' H.T. per year). World exportsis( t a on ,0 /T e y a) of grapefruitjuice ol xo t f g a e rin 
natural conc--ntration amount to 50,000 H.T. and Israel and
the United States are the two major exporters. Mixtures of orange and
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grapefruit juice are the major item in the International blendeduice traeJuice trad&.O Theyhowarearke traditionallyrhipmeate donar trded single strength.hew d traded as(from strngth butshowna marked dow~erd trend 1in 000 buaverage(from 1.5,000 in1960 M.T.to 4,000 N.T. In 1968). Exports of single strength line juiceare estimated to have reached 15.000from ,Qina, Ihuico, to 20.000 M.T. in 1967. mainlyrnd Jm aica. 

Canada is thesingleleading Importer of citrus juicesof world imports of strength juice and 30 percent (15 percentof imports ofconcentrated juices In 1968). In 1968, it imported 36.000 .T.of single strength Juice. overthe majority orange juice (64 percent)followd by grapefruit juice (27 percent).
fromBrail, The bulk of its supplies
cow from the United nd ritsh--.- ca.exportBuduas,States, but smaller quantities are also Imported
from Brazil, British Honduras,. and Jamaica. 

Ia Europe, the two main importing countries are
Kingdom for single strength Juice (almost 27,000 M.T. 
the United 


in 1970, over
half of which was orange and almost 30 percent grapefruit) and
Germany for concentrate. The United Kingdom has increased itsImports of both single strength and concentrated juice In recent 
n the early sixties. Israel,

years after a temporary reduction 
the major supplier, supplies over half of the single strength orangejuice. one-third of the orange concentrates, and half of the grape-fruit juice entering the United Kingdom. 

The United States. which held about 50 percent of theGerm market for .itrus concentrates in the early sixties, has lost 

considerable ground to other suppliers, 
 especially Brazil, whichnow become hasthe principal supplier.
orange German importsjuice have also increased, primarily from Isral

of single strengthand Greece.U.S. imports of citrus9.000 concentrate (mainlygallons orange)in 1964, dropping back to 2,000-3,000 increased to overgallons forthe next 3 years. Then in 1968, the reduced 1967-68 pack resulted
in a mssive expansion of orange concentrate imports over
(to 17.000gallons) again dropping back drastically the next year (to 6,000 gallonsin 1969). Since 1966, more than 90 percent of the U.S. Imports have
come from Brazil. replacing Mexico, which had been the 
traditional 

supplier. 

Despite the strong competition from soft drinks. consumptionof citrus juices has risen faster In the last few years than con-sumption of fresh citrus fruit. Processed citrus products are consumed_overwhelmlngly in developed countries. Developing countries accountfor only about 3 percent of total world consumption. The bulk
of citrus products (=ore than four-fifths) is also constumd in
developed 
producing countries, above all tha United States, and only

about 
15 percent is consumed In developed Importing countries. As 

far as consumption in Importing countries Is concerned.increases in demand are expected abovein Canada. FAD (Food in Northwestern Europeand Agriculture Organization) has projectedend 
that aggregate Imports into these contries would almost double between 1970 1980. 1.6and from- en 97 n 9 0 to 3 million N.T. of freshequivalent. f o• .6 o3 ll n T. fruit

Countries where f frs fr tdemandNetherlands. has grown considerablyDenmark. include theSweden, Germany, and the United Kingdomalthough perlevels capita consumption levels are still much .in the United States. lower than 

However, export upplies are ikely to expa considably
also. In Brazil, the rapidly expanding industry is eared thealso.market. It is also doubtful whether 

to 
Inil, d l e U.S. conaumptiontry isge dto ecan be pushed to such a level that the total expected increase in
output could be absorbed by the domestic market; the 
smeholdsfor Japan. Thus, increased marketing must be expected 

true 
countries, and their exports will compete with exports 

from these 
from theYbditerranen area and the Republic of South Africa. Supplies tothe processing industry in these latter areas are still largely aresidual item; they stabilize the fresh fruit market and utilize fruitnot neeting export standards. If larger supplies are marketed.prices will tend to fall, making it harder for new suppliersenter the market. It will also be difficult 

to 
for those suppliers to
compete whose industries were established 
in order to process fruit
 

left over from the 
fresh market. U.S. exportsbecause of the sixe will be very competitiveof the U.S. industry, Its f:zanclal power, andits efficient organization. Clearly. competition in the internationaljuice mret ll b-- c shrper. 

Il. Pineapple 

World output of canned pineapple increased by 34 percent
19 6 during the 0's ($ron 503,000 M.T. in 1960 to 674.000 N.T. in 1969).
The United States (Eawaii) was 
 the largest produer of cannedpineapple, accounting for 46 percent of the estimated output in 1969.Taiwan (14 percent), Malaysia (10 percent), Philippines (9 percent),and South Africa and Australia (approximately 5 percent each) &re 
the other major prcducing countries. Industries in this latter group 

duce primarily for export.
Al-at 60 percent of 
tie total output enters world trade(387,000 N.T. in 1969-70). In 1969-70, over half of the world'sexports were divided anong four countries: Taiwan (19 percent),Kalaysia (15 percent), the Philippines (15 percent) and South Africa
(10 percent). The U.S. share of the market dropped drastically
from 19 percent in 1962-63 to 6 percent in 1969-70. 
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major importer of canned pineapple (taking lmoatBy 1969-70, the United States supplanted30Germanypercentasofthe 
mrd Importer ofcan-ned pinappe
world Imports). Germany the tang lmost 0po nfoeasr second major importererfollowed bybyproducts 

there fourJapvnTot and these Countries account for three-fourth.the United Kingdom (approximately over16 percent each)., of the 
wor-des 
 tose fou cunre s
ineaccout for iovertthrefourts infte
wo'd's Imports of canned pineapple. Other important markets includeCanada, France, the Ketherlands, and Belgium. 
Taiwan has supplanted 

the United States as the major supplier of the West German market
(34 percent in 1969-70). It in also the major supplier of the Japanese
market and second only recently to the Philippines as a supplier of
the U.S. markit. 
 Mlaysia and South Africa each account for about onethird of the U.K. market. 
The stiff competition characterising this
maket during the sixties will probably Continue as more countries
begin to produce canned pineapple and as trade in competing fruito
 b
especially cannd paches, exp~and. 

I. Exotic Fruit Products 

A ready market for tropical fruit products does net exist
outside of the developing countries theselves, 
As in the case bf
fresh tropical fruits, these products are not known toel .S.or European constmers. 
Nor do exotic fruit products necessarily
have good sales prospects in these export sarkets, even though they
may enjoy great popularity at home. 
Tastes differ considerably. For
example, the taste for highly sweetened products which is 
 characteristic 

o f ma n y d e v e l o p i n g co u n t r i e s i s f a r less p r o n o u n c ed In E u r o p e a n countries. 
 Included in this category are products manufactured frommangoes, papayas, guaves, passion frit, lulo, lythees, and sangoateeins
The principal products manufactured from such exotic fruits are: (1)jams, marmalades, and jellies; (2) fruits in syrup. and (3) fruit
juices, syrup.; and nectar. 

The prinopal Europwan 
ark t for exotic fruit products 

Is the United Kington, owing probably to Its largo immigrant pop-
ulation. 
Any future development in consumption is likely to take 
place among the "British" consumers, however, since the immigrantmarket appears to be nearing saturation. Most exotic fruit products
now Imported into the United Kingdom are ready to consume, and thebulk goes to the retail trade. Approximately 4,000 M.T. of ready-to-
consume products are imported each year a"i 850 M.T. of brined mangoes (for making chutney) could be used if supplies were available,
Over three-fourths of these imports consist of fruits canned in syrup;
lychess lead the list, followed by tropical fruit salad, guavas,
and mangoes. The 
arket is supplied by relatively few countrieS-India,
Comonwealth Caribbean countries (primarily Jamaica), Australia, and 
South Africa. 

Off iciallv published trade data on imports of exotic fruit 
are so meager that it is impossible to determine past trends
in demand or predict future prospects statistically. Moreover, for
 se artpbihddtassolmedhtonisunble
some markets, published data is so limited that tone is uabetoeven determine with any accuracy the dimensions of the existing market.Therefore heavy reliance must be placed on information supplied by
the trade. 
For example, according to U.K. importers, the prospects
for increasing iports of exotic fruits in syrup are generally good,
 

althousihthy see no eat spurt indemid; nor do they ea their
job of erchandiesing becotng any easier.
 

Germany is the principal European Importer of exotic
fruit products for reprocessing, with the exception of mangoes in
brine which are imported on a large scale by the United Kingdom.Since such products have only recentlytities required by industry are still small. 
Passion fruit juice is
In most demand. Annual requirements are estimated at about 40,000
 
imperial gallons, and the trend is 


come into comercial use, quan

slowly increasing. The Juiceinto the manufacture of fruit drinks and lemonades, and two 
goes
 

fir are using it to manufacture a liqueur. So far, sufficient 
supplies have been available fin 
a doen countries. Demand isalso growing for fruits canned in syrup for direct consumption, with
lychees leading the list, followed by mangoes, 
 loquts, tropicalfruit cocktail, and guavas. 
As in the United ringdom, prospects in
Germany are best for high quality fruits In syrup while sales, ofe t a ry a r bes s, ( warich e s m a n l sh ow it l e o m
 
mactars, jam, and jellies, (which are small nab) show little promise.

The sam: but vealthy Swiss sarket could absorb increasing

quantities of exotic fruit products, especially fruits in syrup,
but prespnt consumption is very small. 
The Netherlands market is
even sa ler and unpromising. 
However, since a considerable proportion 

from dq oped countries 
(South Africa and the United States), there

would 4/par to be an opportunity for developing countries to increase
their a4s of these markets.
 

U.K. Thet, U.S. market is undoubtedly asbut trade data is so meager thatlargeactualor larger than thedimensions of themarkectlt unclear. Although exotic fruits are imported in ready-toconsume orm, a major share enters as fruit pastes and pulp, -uchof it t be used for further processing. For exastea lmpl 3,000.T. oftuava, mango, and 
ost 

papaya pastes and pulp. worth ao60,000f.o.b entered the United States in 1970. Moreover, this market.ppearstohave grown quite rapidly, increasing oby ver 250 percentbetween 1966 and 1970. 
 Imports of exotic fruit jellies and jams
 
were much smaller, only 40 H.T. valued at less than $16,000. Latin
American countries have been the major supplier of this market,
although some supplies have also been obtained from India and South 
Aftica. 



V. -CannedVegetables 

t1
 

The rest important processed vegetable items (other than
tcyato products) are canned vegetables, scup5 
and sauces, pickles,

and chutney. Canneda vegetables, thowever,s Stare the only items
n d asaiathnn 

traded in substantial quantities. 
Trade in scup, sauces, and pickles
is generally limited to a 
few specialty iter-s, with most countries 
prodsOMiM VI&IF16wntradgyq requirements. .. 2 , - . V" -o j 4e'T ak' " . . . " -etblbii ' f l#are 
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Loua~dmushrooms,an 


or6 canned mushrooms 

$58 :million in-1970 (56 


market. in 1966 (over 

.
 U.Sj supplier. The 

e (over: lM.T. in 1970,

The penetration of the U.S. market

~.nj rmzr n1ur 

.o.eo $l3 a-- 1ia, or over'S0 

-- Mle C3-.iid Europea..iport:marke. for ctrmed asparagus
W.ounts *mllf.n a'
a .alf the valuemarkee , y az6ts for of the Lcanned mushroomainost 80: percent-of these imprts.
At on . ' Gerxiawas a ;.crative market
'if& for exports of cannedaspara.u,-especi41y the white variety-from the Unitid States.
But Tit whose whitd asparagus dino'even begin-rodutiountil 9l61'" i dramatically taken-control. capturing over 60 

percent of, pjeinxketby 1966 (over 23 M.T. valued at soue $15
MillioO, a'n'iorae.'90 percent by 1970 (56 M.T. valued at $58 million), 

Europea~.imprta ocfcanned peas and beans, although large(over $40 million in '170),are supplied primarily by neighboring
countries. ,U.$. impor.ts,of--canned peas, although smaller than Europeanimporti ($2dilleon ipp-470, increased threefold during the a-
late si.. nd~are~puppliedbyteDominican.p Republic. US. m 

$200,000).:.
ports of canned beans, although growing, are miniscule (less'than
, .. 

b) .s
W., zn ritsond Vegetable,"
Frozen Fruits.nd Vegetable ....
 - d'frozen 
umption of 'fozen fruits and vegetables has ' 

rapidly"over -,±heis expected .. last deadeIn the United States.n Europe. The zrntl A similar'.trend-1- - .... -

the late sixties was equal to ,,nlv 20 percent ofV sawd. rai 
8 "e " "p o 

I -.. Z * 
.A' rn ;l. .,o.a. 

-us'y '..o~i.also
eb. t5 :,, toieroni d1r ksbl ,y roTO o t ry toto nother;c4sftl, gloin g -from -. inc menhere-',10 pe r+..dht 


orway to Sand 55 percent in Fancein Unitec Kingdom, -50 percent. Uit. Crmany, 

55pcet.gef r Frozen vegqta,leo, Eoparconsumed in Europe are mainly peas andspinach, followed byr'ach 'beans, brussel sprouts, anE broccoli.In'the United'K.ngdoi, lee 'account f.r 70 percent of frozen vege
table sales while, in termany. spinach makes up 65 percent. 
Frozen
vegetables are tendIngo.r eni lose a part of the market already in many

European countries due .market saturation by-the leading products,
togood supplies offFe.sh veg&tables atcompetitvi prices.

Frozen fruit is still ajre;atively small line in most 


and 

European markets.
Prices tend to be high rqlative to 
manned .and fresh fruit, andopean'tharketsEihars are well; supplied. with fresh fruit throughout theyear. 
As a result, consumption is rising only slowly. The most
popular fruits are strawberries, raspberries, and blueberries,
 
which share a relatively short season and a short "shelf-life" as
fresh products.
 

In the United Statesi the major frozr, vegetebles consumed are potatoes and potato products, peas, 
corn, snap beans, ;andbroccoli, in that trder. Berries -trawberries, blueberries-andcitrus juices are the most important frozen fruits consumed.
 
e c t h easons why European frozen food cfsuption has not yet
 

reached American levels are the prevailing distribution pattern,
 
lower purchasing power, and the rather traditional attitude of
consumers 
towards innovations. However, positivt factors are 
the
creation of 
an image of high quality, freshness, and preparationcoavenience. Emergence of supermarkets and self-service storesare 
also positive factors. 
Another is the expansion of the catering
sector (restaurants, canteens) 
as a major consumer of frozen foods.
 

An important side effect of increases in supplies of frozen
 
S!rttits and vegetables could be a decrease in the consurption of
 
fresh and/or canned produce. The rapid growth in the demand for
products in the United States was at the expense of fresh

fruit and vegetables, while the consumption of canned 
 roduce remained
 

r i 

U.S. consumption. 
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relatively stable like total fruit and vegetable consurption. In 

Eu r ope an co u n t r i e s , c o m p e t i t i o n b e t w e e n c e r t a i n t y p e s o f Zr o z e n 
fruit and vegetables and fresh "off-season" products may be expected
in the future, particularly if fresh produce could be offered
the market at substantially lower prices. 

nfor 

Here, this competition
ght be at the expense of the frozen product. 


In most European countries, the consumer retail market Is
the most important outlet for frozen foods, but it is anticipated
that, during the 1970'., there will be a very substantial increase in
sales to institutional markets. 
These markets will grow more rapidly

than retail sales in at least someof the more developed countries.
In addition to sales for direct consumption, there is a growing

business in frozen products for processing by a variety of food
-anufactures-for soft drinks, preserves, canning, bakery goods,
Uite Staes
are lredy ndewaynd nrete xpeced o cntiue.Markets
soups, prepared meals, and yoghurt, for example. 
 Similar trends
are already underway in the United States areand expected to continue. 

The market for frozen foods in Europe is dominated by a
few large manufacturers. Unilever and Nestle account for about 70
percent of the total retail market in Western Europe. 
Only the
United Kingdom and France are substantial net importers, with the
United Kingdom accounting for approximately 50 percent of total 

frozen food imports by Western European countries in 1966-67.
Because imports are small, trade data is deficient, making it difficult
to analyze .resent trade patterns, let alone project future patterns,
The two heaviest importers of frozen vegetables are the United Kingdom
(52,500 N.T. in 1367)., and CrLary (11,000 11.T.) followed by BelgiumFrance, and Italy. 
Imports into the United Kingdom are primarily
reas (44 percent of frozen vegetable imports), beans (11.5 percent)
and brussel sprouts (8 percent). These vegetables are purchased
primarily from Europe, Canada, and South Africa, with the bulk of
other frozen vegetnile imports coming from Canada and the United States.
Cermany imports primarily peas and spinach; France imports primarily
spinach; and Italy peas. 


The United Kingdom is alco a major importer of frozen
fruit and fruit juices (6,600 M.T.), followed by Sweden (4,500
M.T.), the Netherlands (3,100 H.T.), Germany (2,900 M.T.), andFrance (2,500 M.T.). U.K. imports are mainly in bulk, non-
sweetened form from the Netherlands and Eastern Europe. Germanfrozen fruit imports are mainly in fruit or puree form for furtherprocessing by jam and fruit juice manufacturers. Cerman imports 
come largely from Eastern Europe while French imports are chieflyfrom Yugoslavia, Morocco, and the Netherlands. 


There is much less concentration in the U.S. market for frozen
t e e in 1 6 f o tu r h e la fo rget unt e
 
fruIts idvegetables; in 1967 
 the four largest freezers accountedss than a quarter of total production. The only frozen fruitsand vegetables imported into the United States in any quantity are

growing.
strawberries and blueberries. 
 Strawberry imports are large and
 

In 1969, they were valued at $15.6 million, 10 times the
 
value imported in 1956. 
 In volume, they totaled 42,000 M.T., 8,100 14.T.
above the level a year earlier and over 8 times the quantity imported in 1956. 
Over 95 percent of these imports came from Mexico.
Imports of frozen blueberries although fluctuating were back up to
5000 M.T. Close to 90 percent of these iports confrom Canada,
 
with Poland supplying most of the remainder.
 

3) Latin American Markets
in Latin America may also hold some potential for 
Colombian exports of andfresh processed fruits and vegetables.
The market is still small, however, only about one-third the size
of the U.S. market. 
In 1967, all Latin American countries imported
more than $192 million worth of fruits and vegetables compared to
U.S. imports of $556 million. Moreover, because each country has
own peculiar demand pattern, product specifications, and import

regulations, the cost of entering this market per dollar of potentia.
sales is much higher than for the United States. Quality requirements
for these countries are probably high also, especially when imports
are used to supply the demands of the high inco4.a classes or the
tourist trade. 

Nevertheless, arema 
of the markets are large and growing.

Brazil alone imported $65 million of fruits and vegetables in 1967
and Venezuela $25 million. 
Colombia should have a locational advantage
to exploit in supplying these markets, although this may be weakened
by a lack of transportation facilities.
 

A more detailed analysis was made of the potential markets
 

in seven of Colombia's closer and more promising neighbors-Panama,
Venezuela, Brazil, Trinidad and Tobago, the Netherland Antilles,
Ecuador, and Peru (Table 5-5 and 5-6). 
 In 1968, these countries
imported over $112 million of fresh 
dried, and processed fruits and
vegetables-an increase of almost 80 percent over 3 years earlier.
Imports of fresh fruit, primarily temperate fruit, were the largestmarket-almost $44 million in 1969. 

Apples 60 percent of the total value of fresh fruitac c ou n t i n g f or ov e r 6 e c n f t e t t l v l e o r s r i
 

Brazil was the most important
I imports (118,000 M.T. in 1969). 
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Table 5-5-Value of combined import market for selected fruits, vegetables and
related products in seven Latin American countriesl/ 
Table 5-6--Import demand for selected fruits, vegetables and related products
In seven Latin American cowntrles, 1969
V
Vlue of Import.1966 : 1969 C Commodiiy mupc:doo'y nidatill mot 

millio U.. -pecn P PeruNetherland bobFresh fruit Venezuela 
z 24.7Aple 43.8


15.2 7727.5 
 81Apl*1.9 Fresh fruit 
 :147.541
Pear 
 3.6 7.0 
340 2,717 903 1,553
Grae 94 13.792
3.6 5.5 Apples :113.924 53 841 1,664 776 875
Pears : 21,486 -Grapes 274 110
Processed fruit : 2,654 340 

128 875
6.5 : 6.8 91 364 5 
 1
Fruits in syrup 
o102 2,167

: 2.1 2.171.7 
 -37 
 Processed
fruit
Fruit pastes, 1,409 ..pulps 3,466
Fruit juices : 2.0 2.7 2,739 - 3.0851.1 35 6,846
1.6 
 45 
 Fruits in
Fresh vegetables : 7.8 
 8.9 
 14 syrup 
 957
Garlic Fruit pastes,: 9 20
2 5.9 1,083 209
6.2Fruit 584 1.514Oain : 1.0 1.3 pulp juices : 63 14 237 839 20 596 5200
30 
 20 596
: 5. 5311.3Fresh
 
1lentils leti. ,808 5
4. 
 1.1
Dried beans. pens, 

14.6 1.13Garlic 3 :6,170

vegetables : 19,200 1,678Processed vegetables : 4.7 : 14,928 .-- 3,315 2,097 4.5 52 
- 297Oons 
 : 4,270on 4,7 1,121
Tom-to products 1609 552
 

Brazil, 
 0.6 
 0.3 
 -50 
 Dried
Venrzue 
__ 

vesetables1/ :a.Pand 14,163 
 72 509 4,099 8,716 
 7.506
T 39,094
Processed
vegetables 
 : 193 291 
 2,615 
 1,455 
 200 
 601 
 3.582
 

Tomato
 
products


Dehydrated : 6 183 

vegetables 

443 14
37 1? 234
: 70 - 2-Peas & beans: 38 - 76 13 2914 30 16 12~44 
 30 16 
 1,254
 
1/Prmriydried peas, beans and lentils. 
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l 

market, accounting for 95 percent of all apple imports. Imports
of pears were second in importance (over 27,000 H.T. worth almost $7
milllthoughndofrasehavhngda 

million), and grapes third (over 14,000 H.T. worth over 
$5 million),
Brazil again was the major importer of both pears (21,500 H.T.)
and grapes (6,000 .T.). Argentina is Brazil's major supplier

of all three of these fruits. Because it is eneighbor, Colombia

ight have a chance of supplanting the United States as 
the major

supplier of grapes to Venezuela; in 1969 the United States supplied 

two-thirds of Venezuela's grape imports--a market which totaled 
$1.5 million.
Sothe Netherland Antilles, Trinidad and Tobago, and Panama, while
nile The United States is also the majorsupplier of grapesis tI major supplier of apples, pears, and grapes to
?eru and grapes to Ecuador. 

The United States has, in fact, built up a lucrative marketfr its exports of fresh fruits and vegetables to Latin America,
aiming its products primarily at the demands of the high income and
tourist market for high quality fresh produce. The United States

ships fresh table grapes, apples, pears, plums, melons, strawberries,

cherries, citrus, apricots, peaches, lettuce, celery, tomatoes,

melons, onions, peppers, carrots, and asparagus. In 1970 it ex-

ported $7.7 million worth of fresh fruit and $500,000 worth of
fresh vegetables to Latin Amrica. 

There is 
no reason why othr Latin American countries such 
as 
Colombia should not be able to take over some of these markets.Moreover, there is every reason to expect that the importers thin-
seves "ill try tc revdeproduce, mreespecially vegtables. ofanytheir own requirements for freshfruit and vegetable production 
projuetspecerainy vtbe nf how succ eessflthe will ucbStatesn
projects are certain to be funded; how successful they will be
is another question. 
Still, Brazil, Venezuela, and the Netherland 

Antilles. for different reasons, may continue their imports. 


The secon! most lucrative import market appears to be for 

dried vegetables, particularly dried beans, peas, chick peas, and 

lentils. The seven countries analyzed imported over 74,000 M.T. 

ondridplses i n1969ovaluedeat
of dried pulses in 1969 valued at over $15 million.
over $15wort . Five ofof the3Again
mill Fe

countries imported over $1 million worth each 

hthe 

(Venezuela $7.3


million, Brazil $3.2 million, Peru $2.0 million, Trinidad and 

Tobago $1.3 million, and Panama $1.0 million). Imports came 
from 

a wide variety of sources. 
The United States, Argentina, and Chile 
were major suppliers of these markets, but substantia supplies also 

came 
from Mexico, France, the United Kingdom, Spain, Portugal, Romania, 


This arket tends to be forgotten because beans are usually
 
thought of as having a low or even negative Income elasticuty
loeror even negativetinovmr elasticity)
meaning that bean consumption does not increase rapidly with income

growth and in fact may decline. Income elasticities are not
 
really constant, however, but 
can be positive at low levels of

icome, zero at middle levels, and negative at higher levels. 
 If
the mass of consumers in the Caribbean and South America are still
 
at the point where their income elasticity for beans Is positive,

Increases In overall income and/or program to more equally distribute
 

income could lead to large increases in the demand for beans. 
The
fact that the import market for beans has only increased by 2
 

percent per year between 1966 and 1969 only indicates that, so far,
 
domestic production has kept reasonable 
pace with demand.
 

The market for processed fruits and vegetables Is smaller,
more complicated, and probably lea 
 promising. Imports of processed

fruits and vegetables by the seven countries totaled $11.3 million

in 1969, $4.3 million less than the market for dried pulses, and

only $100,000 more than was imported 3 years earlier. 
Although the

arket for dried pulses is by no means homogeneous, the processed


fruit 
and vgetable market includes many more comdities and manymethods of veg ab a t in gludeskinyI~bd fpreparation-canning, pickling, frezing,re ez ing.andandj i n gjuicing.
The major ctegories of imports are: 
 fruits in syrup, fruit pastes
and pulps, fruit Juices, canned vegetables, dehydrated vegetables,
 
and tomato prouucts. 
 Within these major categories exist a myriad

of Preferences for certain comodites (peas raLher than cor, 
 for
 p of e ces rertan rits(pas crtan carii,

exanple, or peaches rather than
can -. cs -era~ 2f fruit salad) certain varieties,n rn ' ~ TeUie 

and Western European countries supply the lion's share of
these markets at present. Im:orts of processed fruits and vegetables
by the seven have grown relatively slowly, (less than 1 percent per
year) perhaps as a result of individual country policies to encourage
 

the devleopment of domestic food processing industries.Of course this market Is segmented a is the arkt for 
processed fruits and vegetables in the developed ountries. for 

natural tendency is to Chink primarily of producing for theretail market for households. Yet, as in the eveloped countries the
institutional or mass feeding markets or even the industrial mari ,t
 
may be more attractive alternatives. For example, trade
aU.S. 

promotion team found particular interest In institutional type

food products in ever.o
l Caribbean markets, especially portion
control items, and also in bulk food items for further processing.
In devising strategies to exploit the nearby Latin American markets,
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Colombia must continually keep in mind that most of thfse countries
are equally interested in processing their own food prod-icts,
decreasing imports and increasing exports. 
 Supplying bulk semi-
processed products for further processing may be one way of entering
these highly protected markets with a product which still captures
some of the value added in processing for Colombia. 


Although only one-fifth the size of the fresh fruits
market, the market for fresh vegetables is bigger than either the pro-
cessed fruit or the processed vegetable market ($8.9 million in 1969)
and has grown more rapidly than either--4.5 percent per year. 
The
biggest imports within this group are of garlic (almost 16.000 M.T.
in 1969 worth over $6 million) and onions (11,500 X.T. in 1969 worth

$1.3 million). Brazilian imports accounted for 90 percent of the
seven's garlic imports and Trinidad and Tobago for over half of the
onion imports. 
 Sources of supply are varied and include the United
States, Argentina, Italy, Mexico, Spain, Chile, and Hungary for
garlic and the United States, Canada, Holland, and Portugal for 


b. Sugar 
World trade in sugar averaged 16 million M.T. during 1967-
68 for a value of $1.8 billion. During these same years, the
major developed countries (United States, EEC, Soviet Union, United
Kingdom, and Japan) imported approximately $1.5 billion of sugar,
$1.3 billion of it from developing countries.
e of the =--t atvact±ve -rkets. ..
 frr agricultu:al products that
The sugar market is
the less-developed countries have in the developed countries; it
is third only to coffee and fruits and vegetables in value, and itgrew at a presentable rate (4.2 percent per year) during the 1960's. 


By 1980, total world tr;.de in sugar is projected to increase
to 22 million M.T.. an increase of almost 40 percent over the 1967-68
level (Table 5-7). 
 By then, the share of world demand being met
by exports will have decreased from 28 percent to 24 percent.
This reflects a policy supported trend toward self-sufficiency in
many countries. FAO projections indicate that the developed countries
will still account for two-thirds at world net import demand,
even though consumption levels in the developing countries are growing 


at a much more rapid rate. 

Distribution of shares among the developed countries will
change, however. 
For example, Japan's net imports will increase by
1 million M.T. during the decade, increasing Japan's share of world 


net imports from about 12 percent to 15 percent. Based on 1970
policies. U.S. net imports will increase by almost half a million
M.T., but 
its share of the world total will decline slightly from
30 to 29 percent. Trade within the EEC wil 
 increase largely
because of the Increased requirements of Italy. but there will be
a reduction in import requirements elsewhere in southern Europe.
 
Little change is predicted for net imports into the centrally planned
importing countries. Requirements of Eastern European countries are
predicted to increase, but the increase will be offset by a reduction
In Soviet imports. 
The slight increase in the share of the world's
sugar imports going to the developing countries is due mainly to an
increase of 700.000 M.T. into Asia and the Far East (Pakistan.
Indonesia, Ceylon. Republic of Vietnam. and Korea).
 

Shifts will also occur in the pattern of exports. Australia and South Africa (the two developed country cane sugar
producers) will increase their shares, along with Brazil, Mexico,
the Philippines, Colombia, and the African exporters as a group.
aAO predicts a decrease in Cuba's share of the world export market

the Commonwealth exporters in the Caribbean, and the Eastern European,
 
(although it will remain the largest exporter). Taiwan, Peru,
and EEC exporters also will experience decreasing shares. The
 
major share of the projected increase in exports will still come
from developing countries, although their share in the world market
vill decrease a little further in favor of the developed country

exporters.
 

Developing country exporters, then, will continue to rely
primarily on developed country markets as outlets for their exports.
The level and growth rate of their exports will be limited under
these circumstances by what occurs within the developed countries.
 
FAO has assumed tht the production growth rates in the developed
countries will decrease; if these reductions fall short of the
estimates, this leaves little scope fcr expanding exports from the
developing countries. 
Making accurate estimates is complicated
by the fact that domestic sugar production in many of the major
importers is more a question of politics than economics. Developing
country markets are even less promising, however, due to 
(1) their
official commitments to self-sufficiency and (2) financial support for
these goals from various bilateral and multilateral aid agencies.
 

At the world level, FAO's individual country supply and 
demand projections add up to a slight deficit by 1980 (270 thousandM.T.). Although suLh a deficit is unlikely to materialize, it does
conjure up a market situation that, at least on the surface, looks
 
much more favorable to the sugar exporters of the world than the
earlier FAO projections which forecast a alight surplus for 1975.
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Table 5-7-Import demand for sugar 
Actual 

I oters 
 :1964-66 


*orld16,394 

Developed 12,394 


Worth America : 5,001 

United States : 4,232
Canada 769 

Western Europe 4,058 


REC 
 580 
United Kingdom a 2,179 

Oceania : 126 


Others 
 : 1,738 


Japan : 1,636 

aa
UiSR, Eastern Europe: 1,471 
USSR 
 : 1,310 

: Pro ected 
1970 : 1980 '-


19,268 22,135 : 
14,834 16,678 : 

5,902 6,545 

4,968 5,432 * 
934 1,113 

4,146 4,288 


465 80 
20246 2,268 


152 
 183 * 

2,424 3,485 : 

2,271 3,288 


2,210 
 2,177 a
 
1,776 1,536 * 
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lIhorters 

veloi 

Africa 


Morocco 


Algeria 


Latin America 


Near East 


I
Iran 
Iraq 


Asia & Far East 


Malaysia 


Ceylon 

ceanla 
A
,sian Centrally
Planned 

8 

: 

z 

t 


a 


a 

533 


Ac Irlce
 
thousand
1964-66t s. 190 

4,000 4,434 


1,159 
 1,228 


356 
 333 


205 
 251 


259 249 

1,480 1,316 

395 156 
285 350 

926 1,378 


262 
 24 


25? 
 310 

45 


141 216 

5,457 

1,267
 

302
 

330
 

226 

1,51 

134 
427 

2,11
 

295
 

435 
5 
56
 

263 
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The accuracy of this most recant outlook depends on the validity oftwo PAO assumptions: (1) existing government policies willsam and (2) 	 remain thethe International Sugar Agreement will maintain pricesreasonably stable in the residual world market. Changes in either 
one of these conditions could invalidate FA's supply projections
and, In turn, 
its trade projections. 

Althoogh unlikely, major importers could liberalize theirexisting arrangements for importing 	sugar. Such a move would resultIn increased Imports as -nsumers try to purchase sugar fromsources and as 	 cheapera result. a numberof business or switching to other of domestic producers goingcrops because 	 they can outno longer 

compete with Imports.
SeSeral studies have tried to 	quantify the benefitsSeoveoa stdie 	 ofhvtre trieds ro ati theImoe toward freer world 	 fit oproductiontrade in sugar, or whate i!side of 	 the oppositethe same coin, the costs of existing restrictions.!.United States 	 In thealone, according to D. Gale Johnson, the present
sugar program imposes an additional cost of approximately $1
!billion on consumers and taxpayers. This is against $700 million inIcash receipts from

lin 1970.7/ domestic sugarcane and sugar beet production 
In am earlier study, Harry Johnso tried to calculate 


the gans to both
O u developing and developed
trade were adopted.8/ By substitutigcnris if a polic
ree sgas torbotdevelopngend 	 Imports for protectedy of 
tdometic 	 develope cutries i.production 	 cy of(allowingtb c ajcforc ter p v o n ctc n ~ t Veu nt fe s o ulprice changes 	 ic s s v e d r e alrdue to the free trade),;teoucr Vctesrt$1ln ti 195 acrdin to Johnvson.d Telrtource- worth $319 million f 	t porincoadditional export earnings of 	

n to Johnson. The
eubst-"tutin 	 ould have the exporting countriesbeen worth $67.5 million due to thisnet benefit of nearly $120 million. making an estimated'free trade ncrease3 consumption, If the drop in price due tothe gains would be even larger, 

Johnson argues that sugar Inport protection policieswaste resources and reduce earnings of the developing countriesthat have a comptrative 
logical, 	

advantage in sugar production. Althoughprotectionist countries 
 are unlikely to betheyheededhave bysomethingthe majorto 

these arguments unless they feel 

gnfomdopngterprotectionist 
mountriesunlessthey
ah s ie innggan from dropping their protectionist (suchmaures anIncreasing 

and imports of Farm Products," Paper prepared for National Agri-
cultural larry C. Johnson, EconomicPoliciesToward ess 
8/ Outlook Conference, Washington, D.C., February Develope-d23, 1972. 
Co trie . JashngtonD. Ero oonttrie. Wshington, D.X. ki i sTiuto n D1967 pp7-266%based on data taken Th 

H.
rookngs Institution, 1967, pp.from R. Snaps, "Some Effects of 

Irotection In the World Sugar Industry," Economics. Vol. 30. %*Feb-

exports of other conkodlties, a possibility which the United Statesia binistg to think about). They also hav, to have.ouldadequateprograms to help their existing domestic producer s 

For the past several decadesdemand. 	 the Internationalmarket 	 sugarhas been characterized by iibalance between supply and 
There were long periods of excess production, 
interspersed
with abort spells of deficits and sharp price advances. Th. 1atter.in turn, tended to Induce overexpansion of output, which led to
the surplus phases.
 

One source of this instability Is the series 	of preferential
arrangementmwhich divide the marl:et into separate orbits. For_ the U.S. Sugar Act dating beck to the thirtiesthrough 	 cont domestica complex quota system;are 	 imports under quoaadmitted at prices close 	 s tto the sheltered domesticLikewise. exports by 	 level.Commonwealth producers to the United Kingdom
are regulated by the Commonwealth Sugar Agreement.more than half 	 In fact,of the world's sugar moving in internatio tradenoae under some such arrangement. 

An attempt was made in 1954 to bring trade on the residual
 
"free" 
market under some controls through an international agreement.
 
This Agreementin effect and 	bedissolved in 1961 but was reinstatedmaking able to maintain prices reasonably in 1968. Inits projections, 	 stable in theFAO assumed that this Agreement would remaine s d u a wo ld 	a r et at around the real e qu ival n.u of 9 centt s
 
per kilogram. However, another phase of shortfalls in productionand price rises on the "free" market have occurred 	since FAD's 19Lprojections were made.that 	 This, of course,the cycle has begun again, with the has enccuraled speculationand depressed prices about to begin. next phase of overproductionin 1980 	 If so.could look much different the world sugar marketthan the forecasts. 

Whether the present shortages and high prices onmarket will result 	 the worldin the longer periods of overproduction anddepressed prices occurred in the fifties andremuainsress toe be 
that 	

early sixtiesseen.se ThaThere are significant differencesre inifi and er betweeny betes 

now xne then, 	 however, that itmake improbableoverecmpansion 	after the earlier shortage will net be easily
 
thethe sam reaction. First, the years that there will be4 of disaster prices following

f--orgotten. Second, even though Cuba's production may continue to 

shrinkea in the country's output,offsettings ingexinexpansion which had previously inducedh eelsewhere,r, no longer exists.hi hnd e ius Third,l iducethe 
International 

as long as it remains in its influence on the market Sugar Agreement will have a moderatingthrough imposing quotas, controls members'
present form. The Agreement,free market exports, 

thus greatly reducing incentives for expanding output in order to 
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ceuopte am foreign md&ts..' It also insures i=porting members adequntesupplies at predetermined prices, should world quotations exceed these 
prices. These provisions were designed to prevent the unrestrained 

campetition for additional export markets which was an important factor 
in the large expansion of production in the sixties. Negotiations are 
now underway to continue the agreement beyond its current expiration
date of December 1973. An agreem.-t will probably be signed, but whether 

dmberswill agree to accept some form of import quotas and supply price 
committments while world market prices are so high remains to be seen. 

.Still other factors contributing to a slower expansion of 

output in reaction 
to higher prices include the higher cost of obtaining 

capital 
to purchase processing equipment and the availability of more 

profitable alternatives to cane and beets 
within the exporting countriesthemselves. 

The highly-regulated U.S. market remains the most important
outlet for Colombian sugar. The amount of sugar that can be marketed in 
the United States each calendar year is fixed by the Secretary of Agriculture

according to estimated needs. By controlling thr 
amount of sugar marketed. 

the United States has maintained a domestic sugar price which fluctuates 

only moderately and exceeds the world free market price most of the time.

This fixed market is then allocated to the four domestic sugar production 

areas and to foreign countries in the form of quotas. The quota system gives 
foreign countries the same premium received by domestic producers. Domestic
suppliers also receive a government payment; foreign suppliers receive the 
price paid by U.S. buyers minus a duty. 

kecent U.S. sugar requirements have ranged around 10 million metric 
tons (11 million short tons). 
 About 55 percent has been imported, even though

the quota system has reserved up to 62 percent of the market for domestic 
producers since 1966. When domestic producers fall short of their quotas

(primarily Puerto Rico), 
their allocations are redistributed according to 

formula to foreign countries. Participating in this redistribution is one 
way Colombia can increase exports beyond its basic quota. 

Whatever tonage remains after U.S. producers, the Phillippines 
and Ireland receive their fixed shares is allocated to 33 foreign countries 
rccording to percentage quotas. This has been about 3 million metric tons
(one third the total U.S. market) recently. Cuba's share was reduced from 
50 to 25 percent in 1971, but this has been temporarily apportioned to the 
other 32 countries until U.S. and Cuban diplomatic relations are resumed, 
Since Latin American countries, ircluding Colombia, have the largest percentage
of quotas, they have benefited most from the reduced and reapportioned Cuban quota. 

Whether the U.S. sugar market remains attractive in 1980 depends on
prevailing U.S. policies. For example, if sugar requirements in 1980 were to
reach 11.3 million N.T. (12.5 million short tons) (an annual growth rate of 
I percent). the new South Texas cane quota was in effect, the mainland areas 
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received 65 percent of market growth, anw nd b'et area was deficit. bhedomestic share of the market wo,11, incre-ase to 58.4 percent (Table 5-8).
The last three colu-ns show market shares that would prevail if pre
sent percentage quotas were in effect but the foreign market share was 
raised by 5, 10 and 15 percentage points. If Cuba were reinstated ansa
 
U.S. supplier in 1980, the 
foreign quotas other than Cuba and the PhillipFines

vould be reduced substantially. 
The United States would have to increase
 
the percentage supplied by Imports 10 percent to avoid such reductions.
 

U.S. sugar legislation expires in 1974. 
 The United States seem
unlikely to eliminate all regulation of this market, but some liberaliation 
such as reducing or eliminating its sugar tariff while retaining Its quota 
system have been recommended. 

c. Tropical Hardwoods
 

Forest products are the saventh most important export commodity
of the developing countries. This is, and shows every sign of continuing 
to be, a bouyant market. 
Exports of logs. sawnwood, and wood-based panels

(the major forest products) from the developing countries increased
 
from less than $400 million per year in the late 1950's to about $1.25
 
billion in 1968, an average of 12 percent per year. FAO estimates that

trade in all forest products will continue to grow in the next decade
 
(1970 to 1980) at a rate of not less than 5 percent per year. 

However, it is not the demand for cll wood products but
 
the Jemand for "tropical hardwoods" that is of major interest to 
Colombian producers. World consumption of .ropiccl hardwood increased by 4.2 percent annually between 1954 and i966. Consumption
in the importing areas rose much faster than in producing areas (12.2

percent per year conpared to 1.2 percent). As a result, the importing
countries increased the share of tropical hardwood they consumed from
 
20 to 40 percent. Japan, Western Europe, the United States. and
 
'Australiaare the principal importers of trovical hardwoods. 
Korea,

Taiwan, Singapore. and Israel also import significant quantities,but re-export most of it in processed form. 

By the mid-1960's Japan had become the largest importer,
 
accounting for 40 percent of the consumption by the four principal

importers. However, a little mo:e than a half a million cubic
 
meters (in log equivalent) of its 10 milion cubic =eter i--ports
 
of tropical hardwood logs was exported as plywood. Western Europe
 



Table 5-8 
 Final adjusted continental U.S. quotas, 197"-77, utth projrcttons for 1980
 
umer 
various sesuptionx1/
 

(1,000 short tons, raw value)
 

Producing area . Actual : Istiaste 
1 


Sqarbeet areses.... 
2 3,597


ailmd cane........ t ,308

South Te"...........-

Remat............... 
2 1.145

Puerto eo .......... j 360 


Total, dometic ..... 6.410 

Foreign: 
PhilIppIne$./ ........ t 1.301
Dominican Ripablic... 1

NeZICo ............... t 


Brazil ............... 

Peru............... 

Australi ............ j
Drltlsh Veet 
Colombia............s

All other............ : 


678 

653 


638 

456 

206
217 

68 


973 


Total, foreig ...... 15.190 


Total requfreemmt.. 1 11,600 


,arcent distributiom:Domestic ..........
: 55 

Foreign.............. : 
 45 


Total ............... 
 100 


S 
 Increaed foren az
ar9 1971 : 1972 2/ : No change : 5 percent 10 percent F -1 pesrcmt 

3.406 3,500 
 4,025 
 3,626 
 3,226
1,256 1,678 2,827
1,765 
 1,594 
 1.424 
 1,253
- 1001,110 1,218 
100 100 100
1,110 
 1,055 
 1.00
150 205 945
310 
 300 
 300 
 300
 

5.922 6.601 
 7,300 6,675 6,050 5,425 

1,594 1.403 
 1.293 
 1,454 
 1,615
656 704 1,776
679 
 760 
 841
618 922
622 
 601 
 '672 
 743 
 814
 
603 607 
 586 
 65 
 724
4R2 434 793
419 
 469
205 210 519
209 218 569
226 244
219 270
245 271 296
297
4 76 
 78 
 97
945 1,112 1,107 

87 106

1,239 
 1.370 
 1,502
 

5,378 5,399 
 5,200 
 5.825 
 6,450 
 7.075
 
11,300 12,000 
 12.500 12,500 12,500 12,50 

52 55 
 58 
 53 
 48
48 43
45 
 42 
 47 
 52 
 57
 
- 100 100 
 100 
 100 
 100 
 100
 

1/ Projections are based on the folloming assumptions:change from the 1971 aammdent (a)Col. (4) represents the present program with noto the Supar Act. Puerto Rican output is estimated at 425.000 tons vith125.000 used for local consumption, and the reasining 555,000 ton deficit allocated to foreign countries.
(5) through (7) represent arbltra-y increases (b)Cole.In the foreign share of total requirenents of 5
percent and 15 percent respectively. vith equal reductions in domestic percent. 10
 no change in the relative share of total quotAs. All 1980 projections a88um
quotas asaigned to Individual prOducingfw.! that existing areas of foreign countriesIn the present Sugar Act.2/ An of April 21. 1971.I/ The 1980 p ojectione imply Philippine prtlclpatcflhlippnee has a In mrkt growth. Un&rflaed quota of 1,I16,020 short tooe ru the presmt formula, thevalue; theybut I M &A n MIrkAt..go b. 
receive certaln deficit reallocations, 



ths second with 36 percent ofrhe total consumption.

e The EEC and
third accounting for 14 percent of the consumption, 

Most U.S. tropical hardwood imports are In the form of 

plywood (67 insixties percentJapan's imports the mid-sixties). Up through the midof tropical hardwoods were almost exclusivelyIn log form (averaging 99.6 earcent during 1964-66). European
imports were also primarily in log form ($A percent), but sawnwood 

Imports were also Important (14 percent). 


So far, only Southeast Asia and, to a more limited extnt,tropleal Africa have been able to take advantage of the growing
market for tropical hardwoods. Southeast Asia 
Increased its share
of the world's exports from 45 percent In 1953 to 71 percent in1969. The growth of tropical plywood exports from SoutheastAsia, especially the Philippines, and from Taiwan and South
Korea440,000wascubic mater. In 1969.
also striking growing from almost nothing in 1953 to
 
The market for tropcal hardwood continue to beImported 

attractive for at least the next 15 years. Demand in t% importingareas was projected to rise rapidly from 1965 to 1975 (9.1 percent 

per year) but to decline during the 
next decade to a smaller butstill significant growth rate (5.3 percent per year, 1975-85).
by 1985, world import demand for tropical hardwcods will have increased
almost 4 times fro= 23 million cubic meters (r) 1965 91in to million 

Japan had already become the most important importer 


of tropcal arr oo pical hawn It imported almost million
cubic meaters W more 
 tropical hardwood than Europe. By 1985increase to almost 40 million. By 1985. Japan's imports
centage as a per-

its lead over the next largest importer-the United States-should 


oL the total world import market will have increased from40 to 60 percent. 
Needless to say, Japanese imports of tropical

hardwoods will grow the fastest-9.4 percent per year between 1965 
and 1985. followed by the United States at 8.4 percent per year

and Europe at 2.6 percent per year. 

TheonUnite d taeThe United States willw continuecontue toto inport tropical hardwoodsr ipr te trpc hardwoototalpredominantly in plywood and veneer 
t 

form (a projected 78 percent 
12 althoughpercent).shareJapanese imports of

by(from1985) to 20 the imported as awnwoodatropical hardwoods,
Irtort
(fro 12to 0 prcet).Japnes
on the other hand, will continue oftroica hadwods.perto be primarily in log form. Because 

of their proximity to the Japanese market, Southeast Asian producerswill probably continue to dominate this largest market. 

The most loglc;al market for Colombian 
e.ports of tropical

wood products, then, is the United States. 
 During the last two
Its requirements.
decades, thIs market has become more dependent on imports to supply
In 1950 Iports represented only 6 percent of
all the hardwood lumber, plywood, veneer, and pulp products consumed(in roundvood equivalent). 
 By 1970 this percentage had doubled.
 

Hardwood plywood and veneer hold the greatest potential, bothin volume and value. 
The U.S. market for hardwood plywood alone was
worth $200 million in 1970, and it is growing rapidly. Plywood

importshave increased 80 
 times in the last two decades, from 
5.9 million square meters in 1950 to 481.4 million square meters
in 1971. Almost all of this increase was of tropical hardwood
plywood. Lauan alone accounted for" 80 percent of hardwood plyood

imports in 1968. 
The main suppliers of this market In 1971 were
isin 1968. Thea sper oftia (aret 19 weAsian countr(e1--2orea (43 percent), Taiwan (27 percent) Japan(12 percent), and the Philippines (11 percent).


In addition to direct
of the imports of hardwood plywood, parthardwood plywood produced in domestic plants is made fromveneers. Hardwoodspectacularly veneer imports have also increasedover the last two decades-by over1950 and 1971. In this 400 percent betweencase, the Asian exporters, primarily thePhilippines, share the market about evenly with Canada (40 and 41 

percent respectively In 1971).

Almost three-fifths of U.S. hardwood plywood and veneer
was supplied by imports in 1969. 
 This was a major change from theearly 1950's, when impurte accounLvl for only 3 percent of U.S.
consumption. This change was caused in part by a scarcity of hii

quality hardwood timber of preferred species in the United States.
 

Imports of tropical hardwood plywood and veneer willImports are projected to rise 
continue to dominate the U.S. import market for tropical hardwoods.
from 240 million square meters into 550 million in 1985, an annual 5 percent increase (Table 5-10). 

1968 

In 15t iIll ac nt for ereIn 1985 these imports should still account for 78 percent of all
all
 
tropical hardwood imports.
 

The U.S. import
attractive. market for hardwood sawnwood is much less
Hardwood lumber imports represented only 4 percent ofU.S. consumption in 1969, and averaged only $50 million per year from 1966 to 1970 (one-fourth the value of the U.S.

slow 2 percent
adodpyodmre) hsimotmre rwaacyear over ecnthe last twolumer Is still suplied by decades. Moreover, over 40 percent of thisa non-tropical exporter, Canada. 
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Table 5-9-Import 
dezand for tropical hardwoods
 

Actual volulne Projected vou :Importer :1955:1960:1965:1968: 1975 Annual growth rate1980-: 1985 :19b5-1965:l965-1975.197-1985 
...
llion cubic veters r undwood 
 Pe
 

surope :3.5 6.2 8.4 10.0 12.0 13.0 14.0 9.1 3.6 1.6
$

Oitd Stateas:1.4 2.0
S 3.2 6.4 10.9 14.3 16.0 8.6 13.0 3.9
 
Japan :1.3


3 4.1 9.2 13.7 28.0 39.0 55.0 15 + 11.8 7.0
 
Rest of World:l.l 1.9 2.1 3.1 3.6 
 4.7 6.1 6.7 5.5 5.4
 
Total 
 :7.3 
14.2 22.8 33.2 54.5 71.0 91.1 12.1 9.1 
 5.3
 

Table 5-10--United States: Import demand for tropical hardwooda
 

Product : Unit 1/ 
 : 1968 actual
$ : 
: 1975 : 1980 : 1985 

* S 

Plywood & :Million u2 
 : 240.0 400.0 510.0 550.0Veneer : (9.5  aals) :
 
t Mf114on (r) : 5.4
.a 

9.1 
 11.5 
 12.5
 
Samnood : Million m3 (a) : 0.44 
 0.86 1.4 1.8
: Million W3
(r : 0.8 
 1.6 
 2.6 3.3
 
Los : Million u3 (r) : 0.2 
 0.2 
 0.2 0.2
 
btal :Million R3 "(r) ; 
 6.4 
 "10.9 
 14.3 16.0
 
I Ujto: 

FAO conversion fa-ctors:
2
S- quare mtrs Plyood *Veneer: l (9.5iam)
3
 r(r) cubic motors. roundwood O.0225ni(r)
a3 (a) 
-

- cubic oters, sawnwood Broadlaved awnvood: lr 3 (e) -
1.82ms(r)
 

-30



Iapo-' Of hardwood smnvaoodbecause have been less Importantmore of these requirements can be supplied by domestic
sources. 
Around three-fifths of the hardwood lumber used in the
Uated States Is consumed as railroad ties, pallets, containers,
and flooring. Lumber for these uses can be economically manufac-tured from ralativcly smll-size and/or low quality logs which are
available domesically. 

Met of the remaining demand is for lumber for cabinets. 
paneling. furniture, and other uses where quality and surface
appearance arm Important. 
The economic manufacture of lumber for
these uss requires relatively large-size, high quality logs which
a m re difficult to obtain in domestic forests. Imports of tropical
hardwood lumber are projected to increase from 440 thousand cubic
maters in 1968 to 1.4 million by 1980. an Increase of 10 percent
per year. 
By 1985 these Imports will account for 20 percent of the
total Import mrket for tropical hardwoods in the United States,
up from 12 percent in 1968. 


The Import market for hardwood loe 
Is en less attractive 
actually decreasing over the last two decades from 0.5 m.llioncubic mters in the early fifties to 0.2 million cubic meters. Nor isit likely to increase in the future. 
Significantly, Latin America
Is the major supplier of this declining market. 


4. Constraints to Trade 

a. Price/Cost Ralationships 

meet 
To compete successfully in the major external markets foragricultural products, the Colobian producer-exporter must:
1. Provide a specified and 
2. 

uniform quality product,
Provide a sufficient quantity of the product over time,
3. Guarantee a certain delivery data, and

4. ProvIde the product at a competitive price,To determine whether Colombia can penetrate a markt and what share
of this market it can hope to capture after entry, someone must
evaluate whether Coloubia can supply an assured quantity of aproduct of a given quality at a price which is competitive with
other suppliers in the market. 


An evaluation of this nature requires information on the
type of product required in the external market and an estimate of
what would be a competitive price in that market. Detailed in-formation on product spoeifications in each market for each commodityis given in the appendices of the Individual reports. With such
information, people familiar with the capabilities of Coloubian
agriculture can evaluate the ability of Colombia's farmers and processors to produce the product required.
 

Some estimates of competitive price levels will be discussed in this report. However$ because markets may be further
segmented by varieties, species, brands, or other product characteristics,nor* detailed analyses of seasonal price relationships, long-runprice trends and relationships betwe-n prices and product characteristics must be made befocq initiating any export progras.
 

1) Fresh Fruits and Vsgetables 

This study makes a preliminary evaluation of Colombia's
ability to compete in several external markets with fresh fruits
and vegetables by comparing Colombia's cost of production plus
transportation with what it costs other suppliers to enter the market
(when that information was available) or what Importers pay
competing foreign suppliers for the eme or similar products. 
The
analysis indicates that small-scale Colombian farmers may be able
to produce fresh fruits and vegetables at competitive prices.

They will need help. however, in marketing these products to Insure
that their prices remain competitive in the final market. 

Various studies have shown that there are economlso of
scale to be exploited in packing, transportation, and market
promotion activities, Small-scale producers acting alone will be us
able to exploit these ecom mes and will
ment intervention in the marketing proceds

need either direct govern(to collect, pack, and

market the product) or government help In devel^ping co-operatives
to carry out these tasks.
 

Government assistance will also be needed to help smalscale producers bear the risk inherrnt in producing and marketing
fresh fruits and vegetables. The uncertainty and risk involved
in this is much higher than for many other commodities. One of theriskiest decisions cnas at harvest time when the decision has to
be made whether or not to harvest the crop. 
If the market nformation is misleading and the actual price Is below the price whichwould have at least covered out of pocket costs, growers willsuffer a loss. Storage until prices improve is not available as
an alternative with perishables. At other tines, the price may ber(ght, but it cannot be acted upon instantaneously because of 
problems of co-ordinating and timing marketing activities.
Sufficient competent labor may not be available. 
Packing materials
my be unavailable or in short supply. 
Or few ships may be scheduled
through local ports. so that changes in the timng of harvesting and
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marketing operations due to shortrun market changes could resultIn long shipping delays. In the fresh fruit and vegetable market,
the need for a well-organized, well-timed operation Is paramount.
Otherwise losses could be high, 

These marketing considerations have important implicationsfor organizing a fruit and vegetable export program in Colombia.The employment and income distribution objectives of the ColombianGovernment would toseem foster the organization of this programaround small and mediu-size farmers. But it is doubtful that
such farmers could either successfully organize the production and
marketing of a perishable export crop on their 
own or cover therisk Involved in such a program. Small farmers could lose everythingin one season if prices failed to cover their out of pocket costs.Consequently, they are unlikely to enter such a program in the first
place unless the government guarantees them a price and shouldersthe risk Itself. If the government decides, for broad social
objectives, to organize an 
,rport program for fresh fruits and
vegetables around small ant. medium farms, the least It can do to 
help minimize the risk to zhese farmers is to help organize themarketing system. The other alternative Is to work with large
farmers-those who can capitalize themselves and sustain losses.
 

s) Strawberries 

Based on what it costs Florida and Mexico to put a kilo-

gram of strawberrize into 
the New York market dur-Ing the off-
season, Colombia could profitably compete for this market with aprice of approximately 80c. 
The cost of producing strawberries inColombia Is estimated at about 31P per kilogram (although producersreceive up to 53C per kilogram). 
 Adding a charge for packing
(12c per kilogram). shipping (by air to New York at 30c per kilo-gram), and import ;uties (i.8c per kilogram) brings the cost to75c per kilogram. At this point the possibilities for Colombian
strawberry exports look promising, although there are still addi-
tional charges that are not accounted for which could put the
total close to or above 0Ccper kilogram. Also, without the special
air cargo rate of 300 per kilogram (minimum of 136 kilograms)

for fresh fruits and vegetables from Bogota to Now York City,this picture would not look so rosy. 

Off-season prices for fresh strawberries appear to be much 

higher in Western European markets, ranging from $1.36per kilogram in France in to $2.101970 (c.i.f. prices), $ .73 to $1.76per kilogram in Germany, and $1.50 per kilogram in the United Kingdom. 

New suppliers have been entering the off-season market, however,
increasing competition and putting downward pressure on prices.
If prices fall sharply with Increasing deliveries, some existingand even potential suppliers could be eliminated from the market. 

The answer to whether Colombia can penetrate this marketdepends primarily on whether they can negotiate loer transportationcharges. The only feasible way to ship fresh strawberries is by
air, but air cargo rates from Colombia to Europe are high. The
cheapest rates from Bogota to Paris and Bogota to Frankfurt, the
only two European cities to which passenger planes are scheduled
ory than once a week, are over 
$1.30 per kilogram for loadslarger than 500 kilograms. This would make It $1.76 to put akilo of Colombian strawberries into Paris. This comes close to theaverage c.i.f. price paid for Mexican strawberries In 1970, butI would feel more comfortable in recompending this as a good potential market if there were soe evidence that Colombia could widenthe differential by negotiating a special rate with the airlines

for fresh fruits and vegetables. 

b) Melons 

The market for melons has to be broken downcategories--watermelons, into subcantaloupes, and honeydev melons. The 
market for thec4ntaloupes last two categories is more attractive becauseand honeydew melons are less perish .zle mad their 
value to weight ratio is higher.
 

If Colombia were to ship cantaloupes to the U.S. marketin late spring, its major competitor would be Texas and it wouldhave to match or better what It costs Texas to supply the NewYork market (18 to 21c per kilogram). However. if Colombia couldtime its shipments earlier to competc with Mexico or before theMexican shipments Segin, its costs could be 10 to 15c per kilogram
higher.
 

Texas is also the major competitor in the late spring
market for honeydews in the United States. 
 If Colombia were to aim
for this market, it would have to sell its melons for around 31c
per kilogram. Similarly, if it could tine Its shipments to reach 
New York earlier, the wholesale price for Mexicanper kilogram) honeydews (35cwould furnish the frame of reference. 

One is unable to make such aeasonal and varietal distinctionsfor the European market because data is more limited. The lowest 
c.i.f. prices paid are for melons coming from Hungary (primarily
an in-season supplier) and the highest for those from Israel (offseason). Prices paid for supplies from Chile, Morocco and Spain 
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fall between these extremes (S to 190 per kilogram in France. 6 
to 23o per kilogram in Germany, and 18 to 20c per kilogram in the 

United Kingdom). Whether either the U.S. or the European melon 

market is a potential export market for Colombia depends on
 
whether it can match these prices. 


c) Tomatoes 


Colombia could probably compete for the vine-ripened 

tomato market in the United States if it could place tomatoes 

into the U.S. market for 30 to 35¢ per kilogram. Costs of pro-
ducing tomatoes in Colombia are estimated at 4€ per kilogram 

(although producers often receive twice that amount). 
 Adding a 

charge for packing, ocean freight, and import duties brings the cost 

to either 15c or 17 in New York depending on the time of the 

year. There seems 
to be enough difference between Colombia's costs 

and the Florida and Mexican couts to cover calculation errors, substantial profits to Colombian producers, and/or substantial additional 

export costs. 


Transportation is again a crucial variable. 
Vine-ripened 
tomatoes could be moved quickly to market by air, except that the 
charge of 30c per kilogram might price Colombia out of the market 
unless its tomatoes are very high quality. Ocean freight charges 
are reasonable, but because ripe tomatoes only store well from 
4 to 7 days, problem arise in making precise scaieduling arrange-
meats and avoiding delays. Since mature green tomatoes have a 
longer stetage life (1-3 wees), they may be the better alternative 

for Colombia. In this case, the price that Colombia would have to 

match in the New York market would range from 19 to 21c per kilogram.
This, however, would mean a drop in per kilogram gross revenues to 
Colombian producers-exporters of over 10c per kilogram and the employment impact within Colombia would probably be less. 

The combination of lcwer wholesale prices and higher 

transporttation costs would seem to make the European market less 

attractive than the U.S. market. 
 European prices for fresh tomatoes 

during the off-season are noticeably lower than the averages of 

monthly prices quoted for the same period for tomatoes on the

New York wholesale market. Averages of monthly wholesale prices 

from October 1968 through J-. 1969 ranged from 20-50C per kilogram

in France, Germany, and the United Kingdom (although prices for some 

greenhouse tomatoes from Holland went to almost $1.20 per kilogram).

Although Colombia is a low cost producer, Spain and Morocco are also 

low cost producers and much clo;,er 
to European markets. Shipping by

air is impractical since air cargo rates are so high that, even 
if cut in half, they would still price Colombian producers out of 
the market unless the quality of their product were such that
 

they could compete with the high quality Dutch greenhouse tomatoes. 
Moreover, the paucity of sailings combined with the length of the
 
trip and the probability of frequent delays almost rule out ship
ments of fresh tomatoes to the European market by sea freight.
 

d) Cucumbers
 

Colombia could profitably compete in the New York cucumber
 
market at 15 to 20c per kilogram. Costs of producing cucumbers in
 
Colombia are approximately 6c per kilogram (although some producers

receive 8C). Adding a charge for packing, ocean freight, and import
duties brings the cost of putting a kilogram of Colombian cucumbers 
into New York to eithe 18 or 20c per kilogram, depending on the
 
time of year. Again an opportunity worthy of further analysis.

The storage period is almost as critical for cucumbers as for vine
ripened tomatoes (1 to 2 weeks) and, therefore, the timing of any
 
export project must be examined in great detail.
 

To penetrate the European off-season market for cucumbers,
 
Colombia must match Dutch or Italian prices in the French and German
 
markets and the Dutch or Canary Island prices in the 
'nited Kingdom.
In France, c.i.f. prices for off-season imports ranged from 31-37c 
per kilogram as opposed to the 22e per kilogram price during 
the in-season, In the United Kingdom the average c.i.f. price paid
 
for off-season supplies from the Canary Islands has declined from
 
47C per kilogram in 1965 to 38C in 1970. Since Colombia is not a
 
member of the Common Market nor a part of its preferential system,
 
te c.i.f. price at which Colomh±.an cuct.,bers enter these markets 
wco.,Id have to be i-nder the Dutch and Italian c.i.f. prices in 
order to compensate for the cost added to Colombian products
by the Coumon External Tariff. Colombia would be on the same 
focting vi:h the Canary Islands, however.
 

Assume that 25-35c per kilogram is the range in which
 
Colombia zould profitably compete for the French market. 
Subtracting

6C per kilogram for production costs and 8C for packing leaves 11
 
to 21c to cover shtpping costs, producer profits, and other costs.
 
This rules out air freight, and ocean freight could present timing

problems since fresh cucumbers only store well for 1-2 weeks.
 

e) Green Peppers
 

Colombia could profitably compete in the off-season market
 
for gzeen peppers in the United States if it could place a kilogram

into New York for around 320. This was Florld's cost of getting a
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kilogra= of green peppers to New York in 1970-71 
 In the Europran
zarket, it could compete if its c.i.f. price per kilogram was arcund

50C (preferably a little less in France, but it could go a little

higher in Germany). 


Shipping costs to New York and tariff charges come to 8c 

per kilogram. Subtracting this from 32C per kilogram gives 24c 

per kilogram which would be available to cover Colombian costs of 

production, packing, and exporting-unknown at present. An equal

or even larger residual would probably be available to cover these 

costs from exports to the European market. Since green peppers

can be stored 2 to 3 weeks, deliveries from Colombia to the United 

States and to Western Europe by ship are possible, making these 

markets look even more attractive., 


f) Table Grapes 


Colombia may be a low cost supplier of fresh table grapes

to the United States during the winter months. The average price

paid for imported grapes doubled during the last decade (from 12C 

per kilogram f.o.b. in 1960 to 24c in 1970). 
 At the same time, the
average f.o.b. price paid for Mexican grapes declined, and by

1970 Mexico seemed to be the low cost foreign supplier (18C per
kilogram). 
 Chile and South Africa, the major suppliers during the

winter months, are higher cost suppliers (24C per kilogram and 63¢
respectively), 


Ass'.in that Col--mba's shipping costu would be similar 

or slightly less than those incurred by Chilean exporters, Colombia

should be competitive in the U.S. off-season market if it can offer 
-a product similar to Chile's at 24c per kilogram f.o.b. Colombia. 
Whether Colombia's exporters would be able to supply grapes f.o.b.Colombia at this price is unclear. 
Variable costs of producing 
grapes in Colombia using present technology have been estimated at
4c per kilogram, yet producers receive 55c per kilogram. If
this information is correct and if the majority of this difference 

represents payments to fixed costs rather than producer profits,

Colombia would not be able to compete in the U.S. market with
its present levels of technology. If, however, fixed costs are 

much less, and packing and other costs of getting the product

to the port can be held down, Colombia may be competitive. The 

fact that Colombia now export some grapes within Latin America 

gives some cause for optimism. 

An evaluation of whether Colombia can compete in the Western

European narkets cannot be made until more detailed information is

available on Colombia's costs of production and marketing. 
With
in the Common Market, c.i.f. prices paid for imports have ranged
from 11; per kiiogram (German imports from Bulgaria in 1970) to

640 per kilogram (Sou:h African imports). The c.i.f. prices paid

for French, Italian, and Spanish imports all cluster around the
 
average (23c, 21c, 19c per kilogram resp2ctively). Imports from

Bulgaria, Spain, and South Africa are subject to the Common External

Tariff and, consequently, an additional charge must be added to

their c.i.f. prices to get a figure comparable to the Italian or
 
French c.i.f. prices, for example. The same adjustments would have 
to be made to determine whether Colombia could be a conpetitive
 
supplier to this market. Moreover, Colombian shipments could only
undercut local prices if Colombian exports entered the market
 
between November 21 and June 30 when the reference price system
is not in effect. Timing is not crucial in this market since
 
table grapes can be stored 2-8 weeks. 
However, costs, approrrtate

varieties, and quality requirements are crucial.
 

g) Onions
 

Colombia could probably compete price-wise in the U.S.

market for white onions, regardless of whether one uses a producer

price figure of almost 10C per kilogram or the lower estimated
 
production cost of 5C per kilogram. 
The average f.o.b. price for
Mexican onions ros: from 13c per kilogram in 196n to 20c in 1970.
Canada and Italy's Z.o~b. prices are even nigher. Chile, the strong
est price competitor at 9 to l1c per kilogram f.o.b. between 1966
70 has discontinued shipping to the U.S. market. 

To develop a market for its onions in Europe, Colombia 
would have to keep prices down to 7-15C per kilogram c' .f. to compete
with Holland and Czechoslovakia. This seers unlikely; Colombia's

5C per kilogram production cost plus 10C per kilogram to cover
 
producer and exporter profits, transportation, and marketinE and
 
export costs, already adds to 15C. Besides, Spain can produce onions
on irrigated land 3c per kilogram cheaper than Colombia. A more 
detailed analysis of markets for specific types of onions (white,
yellow, purplish) night uncover a potential advantage to exploit,
but it is doubtful. 

hi) Garlic 

Colombia should be a low-cost supplier to the U.S. market.
 
In 1970, the United States bought Moroccan garlic for an: average 
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f.o.b. price of 36c per kilogram. Peru, Argentina, Spain, and
 

Italy supplied garlic at 39 to 44c per kilogram. Compared to hese 
competitors, Colcbia appears to be a low cost supplier whether one 
uses a producer price figure of 24c per kilogram or the lower estimated 
production costsoflof 15c per kilogram.kiila chageSince transportation chargesproductionocot ber . r ansportatiodp r y 
from Colabia should be similar to charges from Peru and probaly 
loes than from: Argentina, it should be at least competitive with' 
these two suppliers in the U.S. market. Moreover, if Colo=bia can
hold its transportation. marketing. and export costs down to around
holmaketngandexprtit trnsprtaion ost don t arundits 
10c a kilogram, it should be able to compete with existing suppliers 

in the French and German markets, where c.i.f. prices run 35 to
 

4C and higher per kilogram. 


1) Avocados 

Not enough information was available to reach a conclusion 

regarding Colombia's ability to compete in the European and U.S. 

markets with avocados. The European market is more attractive because 

it imports all of its avocados, while the United States produces 

most of its own supply. The 1970 c.i.f. price for avocados averaged 

64c per kilogram in France, 90c in Germany, and 75c in the United 

Kingdom. By comparison, U.S. imports from the Dominican Republic 

cost 23C (f.o.b.) per kilogram in 1970, down from 31€ per kilogram 

in 1966. If Colombia could land avocados in France, Germany, and 

the United Kingdom at prices lower than the present major suppliers.

it could take part of the market away from existing suppliers. 


Th.ere ccld be an additional ba-.zfit to this strat i.-
According to European trade circles, the avocado could become a 
popular fruit if its prices were lowered. This assumes however, 
that both old and new suppliers will be able to supply the i, 

creased demand and still cover their costs at the lower prices, 


J) Pineapples 


The united States paid from 3.8e to 9.3C per kilogram 
(f.o.b.) for its imports of fresh pineapples in 1970. Mexico 
supplied the lowest cost pineapples and Honduras the highest.
Fresh pineapples from several other Central American producers were 

around 7C per kilogram. 


pr ouln p e rs som bi e c eiv e ov er 3 

per kilgrm, although producers sometimes receive over 7c per kilo
gram. C'imbia has already negotiated a :;pecial 4.85c per kilo
gram rate for shipping pineapples under refrigeration fron the
west coast of Colombia to U.S. Gulf and Atlantic ports. If Colombia
 
could trim its prices slightly to be more competitive with Mexico and
 
aim far fall rather than spring and early summer markets when Mexico
enral ater ris s np itit should be ablealetoto expand
t sue
and Central America countries s1.1p, end
 

share of the market. Its previous shipments have been erratic
 
in price and quantities.
 

European prices appear to be much higher than U.S. prices.
 
The average c.i.f. price for fresh pineapple in 1970 was 28c
 
per kilogram in France, 34C in Germany, and 32c in the United
 
Kingdom. With a producer price of 7C per kilogram, Colombia's c.i.f.
 
price in Europe could be 17 per kilogram if marketing, exporting,
 
and shipping costs are held around 10c per kilogram. Added to this
 
would be a 2c per kilogram charge for duties and a 9 percent ad
 
valorem charge. Colombia would still be competitive with Guinea
 
(whose average c.i.f. price was 21€ per kilogram in 1970)and
 
would undercut the Ivory Coast (32c) in the French market, however,
 
even though ex-French colonies like the Ivory Coast, Guinea, and
 
Martinique can enter the Common Yarket without paying the ad
 
valoremcharge. Colombia would also be competitive withBrazil
 

and undercut both Guinea and the Ivory Coast in Germany (28 and
 
35C per kilogram, respectively).
 

=
 Scuth Africa ic = the lor:-cost sutppler to the United 
Kingdom (30C per kil gram), while Kenya and the Azores are its
 
high-cost suppliers 50c and 1C per kilogram respectively). For
 
the next several years, the United Kindom will continue to import
 
fresh fruits and vegetables under its old tariff rates with pre
ferential status gi%'en to Coronvealth members. The goal of the 
enlarged Cormunity is for these imports to be haudled the same as
 
imports into original EEC members. ariff rates, at least, are
 

to be fully synchronized by July 1, 1977.
 

Differences in c.i.f. rices can reflect differences in
 
quality as well as differences in costs, hover. For example,
 
shipments from the Azores (overseas territory of Portugal) bring

uniformly high prices because the fruit is of superior quality and
 
delivered in perfect condition. Cn the other hand, prices paid

for Brazilian pineapples are uniformly low because the quality of
 
the Brazilian fruit is not considered high. The influences of
 
cost, quality, transportation charges, etc., on price would have to
 
be evaluated before Colombia should go too far in trying to develop
 

these markets.
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k) Su.-ary 


,able 5-11 summarizes the nost promising markets for Colombian 

fresh fruits and vegetables as determined by the preceding analyses. 


Table 5-1l--?otential markets for Colombian fresh fruits and vegetables 


* : Evaluation of Colombia's ability 

Type of market : Comodity : to compete in:
 

: : United States Western Europe 


Counter-Seasonal: Strawberries Promising Promising 
Melons Promising Promising 

Tomatoes Promising --


Cucumbers Promising 

Green Peppers Promising Promising 

Grapes Promising --

Non-Seasonal ...: Onions Promising 
: Garlic Promising --

Tropical ....... : Pineapple Promising 
Avocados - Promising: __the 


2) Processed Agricultural Procuct 


High costs, low quality, and unreliable deliveries are 

important restraints to trade. Difficulties in product procurement 

and processing affect all three of these factors adversely and 

may be one f the biggest restraints to Colombia's export trade, 

This is definitely the case for processed fruits and vegetables and 

tropica! hardwoods, 


a) Fruits and Veget:o!les 


There are a number of advantages to be gained from
 
exporting prcoessed foods. Processed food prices are generally 

more stable than prices for primary products (Figure 5-4 for an 

example fro= the United States). Incone elasticities are usually 

higher, reaning that, if Incomes are growing abroad, markets will 

expand mare rapidly. Furthec, exporting processed food products 

can increase foreign exchange earnings because the country gets 

paid for the value added in the processing operation as well as 

in the basic product.
 

A majur qut..;tlun, Iu-ever, Is whether the comparative
 

advantage that a country like Colombia may have in the production
 
of primary comodities can be extended into the production of pro
cessed food products. rhere are two advantages that Colombia
 
could possibly exploit in its production of fresh fruits and vege
tables for external markets: (1) a seasonal advantage and (2) a 
cost advantage. The seasonal advantage is lost once the product

is processed. The cost advantage could also be lost if Colombian
 

processing and marketing costs are high.
 

Since there are several reasons why costs of food processing
 
in Colombia may be high, the ability of Colombian food processors
 
to compete In the international market should be evaluated care
fully before supporting any large-scale export pronotion project.
 
Per unit production costs may be high if plants are small and,
 
therefore, do not capture the economies of scale inherent in
 
modern food processing technology. Likewise, costs may be high if
 
plants are not used to full capacity.
 

Food canning consists of a simple series of processes,
 
but for hygienic and quality reasons these have to be supported
 
by constant laboratory and technical supervision. Therefore,
proportion of overhead costs to total costs tends to be high
 
and to grow with the complexity of the products. A considerable
 
range of labor substitution for capital still exists in food
 
processing, which makes it attractive from the point of view of two
 
of Colombia's national objectives-employrent generation aid im

proving income distribution. But there is a growing tendency to
 
substitute capital for labor to produce quality products, especially
 
products for export. For example, where the appearance of indiuidual
 
pieces such as pineapple slices is important, there is a strong
 
tendency to replace manual labor by machines to ensure uniform
 
appearance of the finished product. In the production of fruit and
vegetable juices, the productivity of capital inensive processes
 
is so much higher than of =anual operations that wage differentials
 
have become relatively unimportant.
 

The rain opportunities for erploying labor rather than
 
machines exist in products such as mushrooms and asparagus, where
 
mechanical handling has not yet been developed. X!ade-uv r:xt"re
 
dishes, where the appearance of individual pieces of fruit or
 
vegetables is not important, provide other opportunites. :he
 
proportion of these products in total processed fruit and vegetable
 
consumption is, hovever, small.
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'. 5-4: UNITED STATES: WHOLESALIF PRICES FOR CANNED AND FRESH FRUITS 
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Containers are an important cost, and the economics of 
can making favor large-scale production. 
Cans can be purchased
In a seed-processed form; made from tinplate sheet by methods ofvarying lzbor intensity; 
or made by fully automatic can making
machines. Semi-processed cans are not alwara available in developing
countries, and the cost of transporting and storing then is usually

high. For most :nners in industrializinp countries, the choice 

is between an automatic can machine
-methods. Provided the can and various labor intensivemaking machinery is fully utilized,
it usually halves the manufacturing cost. 
Automatic can making
units are designed to produce about 100 million cans per year ona three-shift basis, however, and this implies an output of about25,S'0 M.T. of canned food a year. Workers in efficient large-scale fruit and vegetable canneries (1,000 employees) can produce25,000 kilograms of canned food per head annually, so a plant has
to be operating on this scale to utilize a can making machine adequately,Canning factories in the Philippines and Australia have found that average costs fall steeply until annual output of more than 25,000
X.T. is reached, and that it is only beyond this production that theaverage cost curve begins to flatten out. In developed countriesthere is a strong trend toward plants with more than 1,000 employees.Lower wages in developing countries night offset the diseconomies
due to operating at slightly less than this optimum capacity,

however. 


Small-scale food processors sometimes avoid can problemby hand filling glacs containers, but the ofuse glass containersIs limited by t saport costs and dlffcultles, particularlyexport markets. Glass forcontainers are competitive with cans indeveloped countries only when the scale of production is so large thatsome 100 million units can be purchased a year. The main productmarketed in glass containqrs on this scale is baby food. which isnot a particularly suitabl, export !roduct becau-e of difficultiesIn transportation and fears zl"out hbgiene standards of importsfrom developing countries. 


In many developing countries, difficulties in raw material
procurerent set a limit to the size of the processing plant andoften explain why existing plants are not being used to full capacity.
A year-round regular supply of fruits and vegetables is required for
plants to work at 
full capacity. Apart from pineapples and papayas,
there are few crops which provide opportunities for such continuity,
Canners, therefore, generally process a mix of products. Although'usually necessary, there are several disadvantages to this strategy.
Farmers have to be adept at growing a number of crops, increasing

the demands On the extension service and other support system. 

Changing operations for different products may make it difficult for
even a labor-intensiv'e plant to achieve the available economies of
scale if the changes are made before workers have had enough time
to learn routines and achieve their peak levels of productiv ty.
Moreover, the need to merchandize a line of products rather than
a single commodity may complicate the marketing process in ex
ternal markets. 

Even with reduced-scale plants, small farmers in developingcountries have difficulty suppling processors with the required
quantities and qualities of fruits and vegetables. Fruits andvegetables have to be grown expressly for canning Or freezingsince the best strains for fresh eating are frequently not suitablefor processing. Quality and uniformity are often just as importantin producing for food processors as in producing for the external
fresh fruit and vegetable market. Whether the goal is 
to export
fresh fruits and vegetables or to supply canners who in turn export.it is unlikely that small farmers will be able to regularly provide uniform, hiah quality pruducts without assistance from thelarge-scale canners theor extension service and other governmentprograms. Failure costs hfgherare for processed fruits and vegetables sinc-i there is the added cost of idle plant capacity whensupplies are low. These considerations-are important since e~anples
are numerous throughout the developin'g countries of plants operating
 
at less than full capacity because of supply shortages.
are even some examples Thereof plants importing raw m'terials from
developed c€untries in order to k;ep operating. 

" 
It-is likely that within Colombia there ais complicatedrelationship between processors' high costs, small plants, andsmall and highly-protected domestic markets. Yet the internationalmarket for processed fruits and vegetables is highly competitive.Under these circumstances, the Colombian Government could (1)subsidize exports o processed fruits and vegetables. (2) try tomake the existing domestic industry more competitive by reducing 

tariff barriers, and (3) support the development of new processing
plants designed primarily for the export market. 
The first alternative is questionable unless followed b) measures to 
correct
the structural reasons for high costs. 
 Reducing tariff barrie-s
would help eliminate one 
reason for inefficiencies, but -culd 
st ll
not deal directly with one of the major causes of high costs-small scale. 
With the help of foreign investment or foreign aid,
a plant designed to morecapture econort,,es of scale could be Constructed; however, unless some way is found to deal with the proble=
of supply procurement, unit costs might still be high because
 
plants are not running at full capacity. 
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teonomies of scale are also important in marketing and,

when large markets such as the United States 
or Western Europe are 

to be covered, they become more important than those in processing. 

Economies of scale in marketing are influenced by the fixed nature 

of certain marketing costs, particularly sales organizations and
promotional activities. 
 A single fruit and vegetable processing

unit of optimum scale even for a developed country generally

is not large enough to support a dynamic sales policy in a developed

country which is backed by a brand nae' and promotional activities,

For example, the cost 
of an effective nationwide brand advertising

campaign in France, according to estimates made by the national 

planning comission, would amount 
to 2 million francs. Assume 
that French canners would be willing to pay no more than 1cent of their annual perturnover for promotional activities. Not 

one 
French canner out of several hundred has a volume large enough

to afford such a campaign. 
 In fact, the industry would have to
be consolidated into one 
fruit and three vegetable canners before 

any one firms's annual turnover would justify a promotional campaign

of this magnitude. 


In industrialized 
ountries, economies of scale in

processed fruit and vegetable marketing are pursued through various

kinds of mergers. Food companies like Nestle and Heinz have inte-

grated processing and marketing operations into one enterprise,
A large part of the Florida citrus processing industry, for ex-
ample, is Integrated into larger food companies like Coca Cola, National 
Dairy Produr',, ane General Foods. 


Canners in developing countries have overcome their 

export marketing difficulties in two ways, 
Canners totally or
partially-ouned by foreign investors have marketed their products

under the varent corpany's 
name and marketing and advertising

umbrella, another Important reason for the relati;-e 
success of direct
foreign investment in his industry. the other strategy is for 

canners to sell their products under the label of the buyer in the 

importing country. While this
advertising problems, saves the producers marketing and
it does not allow them to build up their
image in the 
consuming countries; 
some have, therefore, tended to

lose their share of the market, particularly in times of intense 

competition. 
Since marketing requires large-scale organization 

in order to capture economies of scale, the alternative to directforeign investment appears to be % cooperative effort by canners to

selL and advertise their country's products in export markets.
 

Developing countries are 
precluded from entering U.S. 

and Western European markets for the main lines of frozen fruits 

and vegetables because transporting frozen foods over long distances
o soer n
d ils
proucts wi, 


in the 
forsceable future, be supplied from domestic production or

imports from neighborinc countries (in Europe, the European Coson

Market countries; 
In the case of the United States, Canada and
 
Mexico).
 

Normally a country would produce major line products in
order to use 
Its plants andrachines most efficiently. By achieving

some economics of sco, Colombi
 could reduce costs and, thus,

price its product more competitively in external markets. This
 strategy is inappropriate, however, because major line frozen

foods from Colombia are likely to be priced out of the U.S. and
 

5 


European markets Once the high transportation costs are paid.
 

The frozen fruits and vegetables in which a country like
Colombia is likely 
to have more success are (1) products that are

able to comand relatively high unit prices because of scarcity
or gourmet value and (2) products that are not readily available
 
from donestic temperate sources 
because the growing season is

short or because the products are tropical or subtropical and not
 
available at all 
from do=estic sources.
however, the volume of exports of any one 

If this strategy is followed,

corz-.odity to any one


market will be 
small since denand for these types of products.

although growing, is still relatively limited. A frozen food
 
processor in Colombia, therefore, ivould have to produce a variety of
products and aim at several export mArkets tc 
achieve a sufficient
 
volume of business to capture some of the economies of scale
 
available in hoth orocessing and marketing.
 

Because competition in the international market for all

the c1aJor processed fruit and vegetable products has been keen

and is likely to become more so 
in the seventies, Colorbia's
 
ability to :ompete In these markets munt be 
carefully evaluated.
 
Although sae of this copetition is through bra..a creation,
Colcmbia will have to place its product into the varlous external
 
markets at prices cormpetitive with domestic and other f)relgn suppliers.
 

Price corpetitiveness is necesszry in the retail narket,
but because conrumers are oware of brands. it does a:ra:ee sales.
-

In the Irstit.ti-nnl a-d industrial 
mreets, priC a.one 
is i-pcr
tant, assuming, of course, that 
qualities are equivalent.
 

i. Canned Fruit and Vegetable Prices
 
It is difficult to obtain prfces that 
represe~t conpetitive
 

price levels in the different markets. 
Th*re is nc orianized open

market for processed food products which ma::be 
ccsidered to represent "the -arket." 
 Also. there are m.any'tpsc
prsn te-re. lo r a pout
hr aytypes c: n
volved, as raw prcducts finwell as different brands. 
Even for a vell-defined
category of product of a specific quality in a specific container
size, it is difficult to obtain a series of prices of any usable
 

length.
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Possible proxies for the "competitive price" Include
retail or wholesale prices, factory list prices, or per unit
import values. 
 Per unit import values are mlch less reliable for
processed fruits and vegetables because they disguise all the price
variations due to differences in container size, grades, method of
preparation (heavy or 
light syrup, for example). 
 A better yardstick
io probably the ex-factory price for the commodity in 
a major pro-
ducing and exporting country. 
These numbers are better than retail
and/or wholesale pri-es which incorporate a whole series of marketing
margins that may differ widely from country to country, obscurii 
-even further the real production cost. 
Time series information on
the major fruit and vegetable packs is readilv available only fromthe United States. Quotatiens f.o.b. U.S. packers for some of the
main line products are given in Figures 5-5 and 5-6. 
 These prices
can be used as a reference point by persons evaluating Colombia's
ability to produce a competitive product, be it a major product 
or 


Where the United Statns is 
a major exporter, price f.o.b.
U.S. packers may give some 
indication of competitive price levels
in other parts of the world. 
But where the United States is not
a major supplier of a market or has been losing its share to other
foreign suppliers, additional price infornation ill be necessary.
For example, 24 
cane of fruit cocktail 
(2 1/2 size can) sold ex-
factory in the United States from $8.20 to $8.65 in 1971-72. In
Hamburg, Cermany, importers sold 24 cans of fruit cocktail (heavy
syrup, n-be: 2 1/? can) from the United States for $ll.5A In
October 1971. 
 At the sane time 24 cans or 
choice fruit COIkLajjfrom Australia were selling for S11.28 and fruit cocktail from
Italy for $9.04. These prices !nclude the duty and the sugar-
added levy. but exclude the value-added tax. Sales were in 
lots 

of 50 to 100 cases. 


In the case of canned pineapple, the puice at which Taiwan
can land its product in various external markets is probably a
better estimate of the competitive price level i. those markets
than the price of tne U.S. product. 
The price in Hamburg for 

24 cans nu-betr 2 1/2 of sliced pineapple from the United States in
October 1971 was $11.72 
for fancy and $8.32 for choice. At the
same time 24 cans of choice pineapple slices from Taiwan in a 

fractionally smaller can were selling for $7.88.
 

Exotic fruit products are generally priced considerably
higher weight for weight at the retail level than volume line
fruit products such as canned pineapple, peaches, and pears. 
 Indian 


mangoes in syrup sold for $20-S23 per 24/No. 2 1/' tins at 
import
level In rermainv in 1970, while the corresponding price for one of
the more expensive volume lines such as U.S. fruit cocktail In
heavy syrup was about SI0.50 (based on sales in lots of 50 to 100
cartons). 
 If selling similar quantities of canned mangoes, importers would probably reduce prices slightly, but not enough
to make the exotic product competitive at retail. 
 In another
example, th- U.K. retail price for canned papaya varied from 32C
to 66c per "l Iall" can in 1970, compared to the "usual" price
of 24C 
for "1 Tinl" 
can of quality pack peaches. These high prices
are due in part to high distril'utor margins and in part to high
import prices. 
As long as these products are distributed in relatively small quantities through department stores, delicatessens,
and small shops specializing in the sale of ir-igrant food, margins
are bound to rqmain high, both because of the type of retail outlet
stocking them and because the exporters and wholesalers need higher
margins to cover their costs and make a reasonable profit.
 
The question, then, is whether a reduction In the landed
price is possible and, second, whether such a reduction would
stimulate sufficient demand for these products to attract the
interest of the mass market and make them co-mmonplace items in
supermarkets. 
 In the United Kingdcm, the price of guavas is conpetitive with major fruit packs, and tropical fruit salad is 
competitive with deciduous fruit salad: vet, the imports of these
commodities have not increased dramatically, nor do
them to do so. importers expect
Price is not, therefore, the only constraint;
unfamiliarity is acther. 
Althouth *rice reduct~ons 
-ould probably
stimulate demand, it is uncertain whether exporters' net profits
would improve. 
 Demand for these products may be rather Inelastic;
for example, present day 
consumers in the United Kingdom do not
asked. 
 moreover, in some markets, the small quantity of purchases
 

buy on impuise and seem to be prepared to pay the premiums currently
seems to be due nor 
 to shortages of supply rathrr than high prices-purchases of =rangoes in the United Kirndom and Germany. for example.
As with other cormnodities analyzed, irregular, erratic, or 
unpunctual
supplies will be a major obstacle to 
the creation of a stable and
increasing market for exotic fruit products in the developed countries.
Still, to attract many new consumers to exotic fruit products,
considerable price reductions will be needed.
 

iii. Frozen Fruit and Vegetable Prices
Colombian producers will also have to be very price 
competitive to enter the U.S. or European markets for frozen foods.
Frozen food prices have been remarkably stable, particularly for the
top selling lines. 
 Several factors have been responsible for this
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PISMO 5-. POSD FRUIT PRICES, UNITE STATES, F.O. FACTORY. 
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Figure 5-6: PROCESSED VEGETABLE PRICES, UNITED STATES, F.O.Pl. FACTORY 
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C 

stability: (1) economies of scale as the market grows, (2) extreme
later-brand competition, (3) the cut price activity of distributors' 

own label brands, and (4) reductions in packaging costs. In at 

Sae brndsnd o-reedution npdkgingd oan stsCmany--ptcn 
least two European countries-the United Kingdom and Germay-prices 
have actually fallen. For example, in the United Kingdom retail 
prices for frozen strawberries fell from 46¢ per 10 ounce pack 

In April 1960 to 26o in April 1969. Over the sams period prices

for Birds Eye peas fell only IC from 14€ to 13€ per 5 ounce pack.

etition In these markets has also led to greater price squal-

motion, especially within ajor volume lines 


Latin American tropical hardwood producers-exporters have 
had difficulties In providing external markets with sufficient quantities 
of the products demanded at competitive prices. These difficulties 
appear to arise, in part, from the nature of their forest resources: 
(1) a scarcity of areas with concentrations of given species, (2) a 
lack of readily available species groups, and (3) high costs and 
difficulties transporting wood due to a general lack of transport 
infrcstructuro. Most major importers require large quantities of 
a particular species in a shipment as well as assurance that such 
supplies will be forthcoming on a regular schedule. For example,
the U.S. market would consider 5,000 board feet of lumber from a 
particular species and 50,000 square feet of veneer per year as 

"readily available" supply. 

Because m3st Latin American tropical hardwood forests 


are very heterogeneous, with the exception of limited areas of such 

coastal types as Virola or Cativo, it is extremely difficult for 
the average Latin Anerican producer to supply large enough quantities
of a given One way 

problem is to identify and merchandize "groups" of species with 
tofagvenewoodatwood at lowl enough cost. enough to aleviate this i
produerosuppyarecos.uantiyt es 

probmis oienti anerchanothey"goa s of .
useiteswthag

similar working charauteristics so they can be used interchangeably, 

Two such groups, the Lauan from Asia and Okume from Africa, have 

been widely accepted on the international market and provide Asian 

and African producefs flexibility in logging their tropical forests 
which helps them meet the quantity requirements of the U.S. and
 
European markets. No such species groupings have been adequately 

developed for Latin America, however. Without such species groupings, 

Latin American producers either have to cover very large areas in 

order to obtain the necessary volumes (which under existing wood 

procurement conditions means high costs and likely delays in meeting
 
schedules) or they have to plan far in advance and carry large 

inventories of logs and/or finished products. This latter alternative 


is also expensive due to hih capital co3tz and storage problem.-

Other external market requirements, deterrents to meeting these
 
requirements, and possible corrective programs are presented in
 
Table 5-12.
 

Production cost data is - available to prove that 

Colombia is a high cost producer. The most readily available 
measure to use in comparing the cost of buying in one market compared

to another, ignoring the cost of transportation, is unit export

prices f.o.b. the product source. Prices calculated from U.S.
 
Import data show that, oer the past 5 years (1966-1970), it has
 
cost U.S. importers much more to purchase the more processed tropical
 
hardwood products (plywood and veneer) from Colombia than from
the major tropical hardwood suppliers. From 1966-70 U.S. importers
 
paid an average $50 (f.o.b.) per thousand square feet for Philippine
 
mhgn rmtePiipns*$8frtesm yepoutfo
mahogany from the Philppines, $38 for the same type product from
 
Malaysia, and $123 for hardwood plywood (NES) from Colombia.
 
Similarly, U.S. i-porters paid an average $14 f.o.b. per thousand
 
square feet of mahogany veneer from Malaysia, $18 for the sm category
 
product from the Philippines, and $37 for hardwood veneer (NES)
 
from Colombia. 

Colombian exports of hardwood logs and lubar seem to

be more competitive, although these are the two least attractive
US akt o rpclhrwosi em fsz n rwh
U.S. markets for tropical hardwoods in terms of size and growth.
 
From 1966-70, U.S. importers paid an average f.o.b. price of
 
$84.55 per thousand board feet for hardwood logs from Colombia,
 

$84.46 fo Coaic lrom the Philippenes, and $7 for hardwood 
logs from costa Rica. Colombia appeared to be more compecitive in
 
the hardwood lumber (NES) category; 1966-70 purchases averaged

$83 f.o.b. Colombia per thousand board feet, $120 f.o.b. Brazil,
and $130 f.o.b. Malaysia. Colombian exports of hardwood lurer (NES)
 
ad$3 ~~.Mlyi.Clmineprso adodlme NS
to the United States have almost doubled during this 5 year period,
indicating that Colombia may well be competitivr in the U.S.
 

hating that mrbeth
 
hardwood lumber market. 

b. Transportation 

There are other factors causing high costs, low quality,
 
and unreliable deliveries that may be major restraints to Colombia's
 
exports. Costly and inadequate transportation systems add to the 
cost of the product to the final user and the unreliability of
 

deliveries. Uncertainity about the requirements in each external
 
market for quantities, species, specifications, delivery dates,

prices, and problems in dealing with trade channels in the external
 
markets can add to costs and result in a product not adequately
 
designed to satisfy narket demands. Legal barriers such as tariffs,
 
quotas, and sanitary regulations are major barriers to ths trade
 
of some co- odities. These will be examined for each potential
 

Colombian export.
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Table 5-12--Latin Amrican lumber and board products exports to external markets: 
their requirements. deterrents to meeting requirements and possible 

Requirements 
Type of by 

26yuiremmnt Importers 

Caranteed 
quality and 
dimensions: 
-cniforafty 

-generally 
conform to 
market rules 

Quality and -proven char-
dtionsional acteristics: 
standards light in 

weight and 
color, easily 

worked, di-
mensilonally 
stable, 
easily fin-
ished 

-Guar-"'ed de-
3Lve. dates 

Timing -generally 
and size fairly large 
of shipments quantities in 

a shipment 

corrective programs 

Commn Deterrents to 

Neeting Requirements 


(I) great variety in 
characteristics for 

a given species from 
different areas. 
(2) inadequate treatment 
and seasoning facili-
ties for lumber 
(3) inadequate informs-
tion and tests on 
species characteris- 

tics 
(4) few areas with adequate 
concentrations of 
known species meeting 
quality and physical 
requirements 

(6) uncertainty in schedu-
ling ocean transport in 
advance for many ports 

(7) coordination problems 
between logging and pro-
cessing (seasonal and 
distance problem) 
(8) lack of concentration 
of products for export due 
to: low volumes of com-
mercial timber par unit 
area, lack of acceptable 
species groupings, gnar-
ally small sizes of pro-
ductim units, poor trans-
port and storage facilities 

Possible 
Corrective Proaram 

(1) research and 
training program
 
in processing and 
treatment 
(2) cooperazive treat

ment plants 
(3) incentiv programs 
for quality production 
units 
(4) establishment of
 
uniform export 3tandards 
(5) improvements in 
sorting & grading 
(6) research on wood 
properties and uses 

(7) export concean
tration yards (asso
ciations or cooperatives)
 
(C) intagration c pro
cessing facilities 
(9) research on product
 
(or species) groupings 
and expansion of com
mercial species 
(10) selected conversion 
to plantations (species 
concentration) 
(11) rencvation of 
transport facilities and 
methods 
(12) iLmproved market 
information dissemination 
(13) improved storage
 
facilities
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Requirements 
Type of by 


Requirement Importers 


Cost/price -Competitive 
relationships delivered 

price 

RourCs: Nens M. 17regerson, 

Table 5-12-(Cont 'd) 

Comton Deterrents to 

Meeting Requirements 


(9) high overall costs 

due to lack of markets 
for lower quality by-pro- 

ducts 
(10) high logging and 

log transport costs due 

to low comsercial volumes 
per acre, low level of 

transport infrastructure, 


Possible
 
Corrective Programs
 

(14) relocation of pro
cessing capacity (export 
oriented)
 
(15) specialization and 
longer production runs,
 
larger units (economies
 
of scale) 
(16) innovations in log
ging and transport (cost
 

and long hauling distances reductions)
 
(11) high processing costs (17) initial export 
due to: small average subsidization 
size of plants, poor plant (1S) training and technical 
layouts and outdated equip- extension (public programs) 
ment, poor equipment main-
tenance, low efficiency 
(conversion ratios), etc. 

(12) high marketing and 

product transport costs 

due to poor shipping faci-

lities, inadequate pro-

motion, existence of 

(19) 	 ties with foreign 
companies 
(20) increased production
 
& management research 
(21) market research
 
and education
 
(22) associations of 
producers and exporters 

outdated trade restrictions (economies of scale)
 
and tariffs (23) trade barrier
 

reductions
 
"he Latin American (24) "piggy-bacl-kng" 

Contribution to United States Forest (25) stimulate domestic 
Products; Imports: Problems and market for by-products 
Potentials for the Exporter." Forest
 
Products Journal, Vol. 21, No. 3
 
(March 1971). pp. 16-20. 
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1) Fresh Fruits and Vegetables
 

A poor transportation system is one of the major constraintsto exporting freah fruits and vegetables from Colombia. Competition
In the vorld horticultural market, already keen, wrll grow even more severe In the 1970's. Colombia's ability to compete in these

markets depends, of course, on whether It is able to offer a high
quality product at prices competitive with other suppliers. Both

of these objectives can be undermined by a high-cost and inadequate

transportation system. 
Figure 5-7 compares the cost and time re
quired to ship fresh fruits and vegetables from producing areas
In Florida. Mexico. Central America, and Colombia to selected
 
U.S. markets. Colombia's alternatives appear to be high cost or
 
&low.
 

Transporting fresh fruits and vegetables (perishables)

presents many unique problems, many of which 
are beyond the control

of the exporters as vall as the developing country itself. 
Transporting perishables requires closely-integrated arrangements

betwen shippers and receivers; even small delays at various points
along the line can result in total losses. A detailed description

of the degree of perishability of a variety of fresh fruits and
vegetables 
is given in Table 5-13. Transporting perishables may also
call for specialized investments in transporting equipment (re
frigerated ships and warehouses, for example). Yet, program

to transport only fruits and vegetables will seldom justify much
 
Investment in the transport sector.
 

In shipping fresh fruits and vegetables, Colombia has two
choices-air or ocean freight. Their relative cost is a prime factor
 
determining which method will be selected. 
In the case of fresh
fruits and vegetables, delivery speed and the capability of the
 
air or ocean system to perform the desired services (naintain certain 
temperature and hunidity levels, for example) may be equally

important factors. 
In fact, neither system is entirely satisfactory

for shipping fresh fruits and vegetables. Shipping by air is fast
but relatively expensive. 
It is also limited by the amdunt of
 
passenger traffic moving between Colombia and the external markets,
unless the volume of produce moving to and from Colombia can be

increased by a quantum jump, to justify either the air lines 
operating more scheduled, all cargo flights or the exporters, them
selves. chartering aircraft on a regular basis. 
Ocean freight is
cheaper but delivery is slow. intsgrsting shipments with Colombian 
harvest periods and peak demand periods in external markets is 
also difficult because sailings are infrequent. 
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Table 5-1--egtree of perishability. perissable commrcial storage tim, and
 
temperature and humidity requiremnts during storage and
 

transit for selected fresh fruits and vegetables
 

Degree 1/ :n I Comercial Storage I In Transit 
of : Cammdity : Appromate : Recomended : Rcommended : Righast t Pernissable Temrature 

Perishability : Storage Life : Temperature : Humidity : Preszng Point : for 48 hr. 

1gh .......... Berries
 

Blackberries ... s 2-3 days 31-32 90-C5 30.5 up to 40
 
Raspberries .... t 2-3 days 31-32 90-95 30.0 up to 40
 
Strawberries ... : 5-7 d.-ys 3.1 90-95 30.6 up to 40
 

SPpays* ........ : 1-3 weeks 85-90 45 30.4 4545
 
: Asparagus ...... t 2-3 weeks 32-36 3/ 95 30.9 32-40
 
: as, snap .... t 7-10 weeks 40-45 If 90-95 30.7 32-50
 
: Cauliflager .... : 2-4 weeks 32 90-95 30.6 32-50
 
: Celery ......... t 2-3 mosths 32 90-95 31.1 32-40
 
: Melons
 
: Cantaloup 3/4 :
 

slip ......... t 15 days 36-40 85-90 29.9 32-50
 
a Cantaloup full :
 

slip ......... s 5-14 days 32-35 85-90 29.9 32-50
 
: Crashes ....... s 2 weeks 45-50 85-90 30.1 32-50
 
: Persian.......: 2 weeks 45-50 85-90 30.5 32-50
 
: Okra ........... : 7-10 days 45-50 90-95 28.7 32-40
 
t Onio". grem .. t 32 90-95. 30.4 32-40
 
t Pass, grean .... : 1-3 weeks 32 90-95 30.9 32-40
 
: Radishes, spring: 3-4 weeks 32 90-95 30.7 32-40
 
: Tomatoes, firm t
 
: ripe .......... t 4-7 days 45-50 85-90 31.1 32-50
 

Moderate ...... Avocados ....... t 2-4 weeks 2/ 40-55 2/ 85-90 31.5 40-60
 
38Bananas ........ : - 56-58 90-95 30.6 55-60
 
Cherries, sweet.: 2-3 weeks 30-31 90-95 28.8 up to 40
 
Lies .......... : 6-8 weeks 48-50 3/ 85-90 29.1 up to 60
 
Peaches ........ : 2-4 weeks 1/ 31-32 90 30.3 up to 45
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Films 5-7: 
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Table 5-13--(Cot 'd) 

Dgree In Co mercial Storage : In Transit 
of : Commodity : Approximate : Recommended : Recommended : Highest : Permissable Temperature

Perishability : Storage Life : Terperature : Hu midity : Freezing Point : for 48 hra.F Z F. °F.". 


: PElm' .......... .2-4 weeks 2/ 31-32 90-95 30.5 up to 45
 
: Pineapple green.: 2-4 weeks '/ 50-60 3/ 85-90 
 30.0 40-6")
 
: Pineapple ripe..: 2-4 weeks 45 85-90 
 30.0 40-60
 
: Artichoke, globe: 1 month 32 90-95 29.9 32-50
 
: Cucumbers ...... : 10-14 days 45-50 90-95 
 31.1 32-70
 
: Eggplant ....... : 1 week 45-50 90 
 30.6 32-70
 
: Lettuce, leaf. :
 
: head, romane .. : 2-3 weeks 32 
 95 31.7 32-50
 
: Honedew melon .: 3-4 weeks 45-50 85-90 30.3 32-75
 
: Peppers, green .: 2-3 weeks 45-50 90-95 30.7 32-60
 
: Tomatoes , mature:
 
: green ......... : 1-3 weeks 55-70 3/ 85-90 31.0
 

Low ............ Grapes,
 
: vinerfera*..... 3-6 months 30-31 90-95 28.1 up to 50
 
: Lemons* ......... : 1-6 monthe 3/ 50-55 3/ 85-90 29.4 up to 70
 
: Oranges ........ .. 3-12 weeks S/ 40-44 37/ 85-90 29.7 up to 70
 
: Pears*.......... : 2-7 months 2/ 29-31 90-95 29.2 up to 50
 
: Garlic, dry .... :.6-7 months 32 65-70 30.5 32-80
 
: Onions, dry .... : 1-8 months 2/ 32 65-70 30.6 32-80
 

'Degree of perishability ranges between this category and the next lower one. 
1/ 7RUT - relative perishability: high-not stored commercially; Moderate-nay be stored or in transit for periods not
exceeding 2 weeks; low-may be stored comercially up to several weeks; ve rylow-may be stored conercially for several 
onths. VEGETABLES - relative perishability: high-have market life of only a few days and will require expedient,
careful, handling with attention to all details; moderate-have market life of about 2 weeks and will ship with little 
or no trouble under desirable transit conditions; lob-can be held for several weeks and withstand rather unfavorabla
 
conditions for short periods.
 
2/ See Leitz and Hardenburg for variety differences.
 
3/ See Leitz and fardsnburs.
 
Sources: J.H. Leitz and R.E. Hardenburg, The Cor=ercial Storage of FruLts. Vegetables, and Florist Nursery Stock,

Agricultural Handbook 166,USDA,ashngton,D.C..Oct. 1968;L.L. Claypool, et.a. "Air Transportation of Fruits, Vegetables,
and Cut Flowers: Temperature and Humidity Requirements and Perishable Nature", AMS 280,USDA,ashington,D.C., October 
1958. 
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Of the 0 mo t promising fruite and vegetables, onlystraberries are priced high enough in the U.S. and European markets
during the off-season to cover shipment by air. Shipping h
othersby ocean freight would keep their prices competitive, but 

uder present conditions could take so long that much of 
 the

shipment would either spoil on the way or have a very short shelf

life once it arrived at the market. In fact, having perishables

arrive 	in poor condition is a danger using either transportation

system. 
By ocean, delivery times may be long and sailing* infre-

_at, mesning spoilage in transit even though refrigeration

equipment may be available and used properly. By air, there may 
be damage despite the shorter delivery tie because air line warehouses, handling facilitias, and knowledge about handling perishablesmay be inadequate. 


2) Processed Foods, Wood Products, and Sugar 


A poor transportation system is less important with
processed foods, wood products, and sugar since deteriorationi 

quality is less a problem. Consistent delays in fillinR orders 

can cause buyers to look elsewhere for their supplies, though,
High transportation costs 
can also render a product noncompetitive

in what are otherwise very attractive markets. 
This is especially 

true in the case of wood products where the export process plus
transportation can account for 30 to 50 percent of the delivered 


cost. 


The charle has been made, but not docLmented, that the 

per ton mile cost of shipping wood products fro= Latin America to 

the U.S. market is higher than from more distant Asian ports.
Iu order to document this charge one should compare the rates charged
Colombian and other Latin American suppliers with the rates charged

exporters from other supplying countries for shipping similar pro-

ducts. 
 This analysis should also (1) compare conditions under which 

(2) analyze whether ratesreductions in ra tes are give in d i fferen t parts o f the w o rld and
for lumber shipments have increased at a 

(2)nl yzewrt erratcoparees for
lumberoshipmentshve
disoportionste rate compared to rates ncrease-18'C.
for other comodities. 
This type of detailed analysis was beyond 	the scope of this study,
Until it is made, however, one cannot roally say with certainty 

whether tht existing transportation system is a major bottleneck 

to exports of Colombian wood products.
 

A similar analysis of the -ransportation system affecting 

each potential export comodity woul('also be desirable. This
analysis should include a detailed evaluation of much more than 

ocean freight ratesit should cover transportation costs from the
farmer to the point of export in Colombia, insurance, loading

and unloading ships, customs, arranging for brokers and/or trans

rting goods to the wholesale market. One transportton coat
study found that ocean freight represented only 50 percent of the
 
total cost of transporting tropical hardwoods to the final user in

the United States (Table 5-14). However, the real cost to an ex
porter includes more than actual rates. 
Any detailed analysis of
 
a transfer system also should include estimates of exporters

coats due to delays and product loss. 

3) Frozen Foods 
The problem of tranbporting frozen foods 
is in a class
 

by itself. The frozen foods distribution chain from factory to
 consumer is both costly and complex. 
Any increase in temperature
 

above the crucial -18. Centigrade level leads to deterioration of
the product and represents a potential health risk. 
For this reason,

the distriution chair, has to be cos.pletey integrated and effectively

controlled at all its stages.
 

Frozen 	foods 
are most likely to be exposed to temperatures

above r-18lC. being transported. ozr freezing systems
while areab o v us eIn transport e d r e id ntre
 
comonly used in transporting frozen foods-
 dry ice, liquid nitrogen,
 
cold accumulators, and mechanical refrigerant equipment. Frozen
foods are often carried in special refrigerated trucks, rail cars,
 
and ocean car:o sh'ps, but sir freight is rarely used for frozen
 

ifood is osriy and temperuture evel are difficult to
 
because it 


lntroductin of Insulated containers has helped reduce
time and cost of mc ng frozen foods. Refrigeration is supplied 

the 

by coprssors hou d in a special compartment of the container,
yeither by dry Ice 'orpower dran from a ship's piant if it is a bare 	 r Sr l l ai s i ng p a t b elowaboard 	a sea o~ng vr-csl. St il, mointaining temperstures below 

during all stages of the cold chain requires a great deal ofsophisticated ranagement, which often is in short supply in countries
 
like Colombia. Additional investments may also be required
construct special facilities for storing products before to
they can
 
be exported.
 

C. Trade Barriers
 

importing Incountriesaddition theevaluatingcompetitveandto the potential demand inposition of suppliers,
attention has to be focused on the legal conditions under which
 
Colombia would have access to 
these markets. Countries have adopted
 

-
various trade barriers, not all necessa.ly for protective reasoK9:.
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Table 5-14-A comparison of the relative costs of transporting tropical hardwood vs. U.S. domestic hardwoods
 
from the forest to the final user in the United States
 

Tropical Hardwoods 
Steps in 

Transportation System Acitual Charge 
Percent-: 
of Total 

U.S. Domestic Hardwoods 
Steps in 

Transportation System Actual Charge 
Percent 
of Total 

U.S. $ 
Per 1000 B.F.- %. : 

U.S. $ 
Per 1000 B.F.-

In producing country
Forest to first stop *.: 

First stop to port or : 

10 8 Forest to mill ........ 2? 48 

loading ...............: 
Port charges at 
loading port ......... : 

5 

5 

4 

4 

Ocean freight
 
Average of rates
 
quoted ................ . 63 50
 

In United States
 
Port charges .......... 7 
 6
 
Inland freight to
 
storage .............. 4 
 3
 

Storage and
handling ............. : 
 4 3 : Storage 
 6 13
Redelivery to user .... 
 28 25 : Mill re-delivery to
 
user ................. : 
 18 39
Total .................. 
 $126 
 100 Total ................. : $46 100
 

Sorce: 
Gregory Frumkin, "On U.S. Markets," Paper Delivered at the Conference on Transportation of Tropical Wood
Products, November 16-18, 1971 at State University College of Forestry, Syracuse University,

Syracuse, New "ork.
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Tubo barriers em be either ofIn a tariff or nontariff nature. 
thu first category belong mport duties, special levies, and tae* 

vb.e the saeeed Includes various administrative requirements. 
quesmttative rstrictios, quality requirements, phyto-anitary 
erols, etc. Colombia's comtitive position In various markets 
Isalooaffected by preferential arraement. 

1) Fsh Fruits and Vegetables 

The legal barriers to entry of Colombia's frash fruits and 
egtqlee into the United States and Europe ar- considerable. 

The mt severe restrictions seem to be the administrative barriers 
it Estemn European countries. but the European Common Market has 
so established very definite lilmitaticns on fresh fruit and vegetable 
Imports from third countries. Colombia. for example, will ffnd 
Itself at an initial disadvantage in this market compared to the 
Mediterranean countries because (1) it is located much further 
frm the market (2) it has no preferaztial arrangents to exploit, 
None of major barriers in the U.S. or European markets were re-
wevd or substantially lowered by the Kennedy round of tariff 
meootiatims. 

U.S. trade restraints in fresh fruits and vegetables include 


tariffs, saritary regulations, and, under certain circumstances, 
quality controls. Quantitative restrictions are not generally used, 
nor are preferential arrngements negotiated. Tariff rates are 

derate to moderately high. Rates for a number of frech fruits and 
vegetables are lowered during the wnter when imports do not compete 
with domestic production. (See the appendices of the individual 
reports for more detailed information on the tariff and non-
tariff barre applied to individual comodities.) 

eguation of the quality of fresh fruit and vegetable 
imports was authorized under the Agricultural Marketing Agreement 

Act of 193'. The Act itself does not impose regulations on the 
marketing of any agricultural com- "ty; it merely provides the 
authority under which an industry c-a develop regulations to help

solve its own marketing problems. The types of activities authorized 
under marketing agreement and order programs which could influence 
Colombian exports are: (1) regulation of quality (2) regulation 
of quantity, (3) standardization of containers or packs, and (4) 
prohlbiton of unfair trade practices. Import regulations only apply. 
howover, when domestic shipments are actually being regulated. 
In the past. these regulations generally have been established at 
moderate quality levels; consequently, only low quality products 
have been affected. Nevertheless, this program could became a potent 
restraint if domestic producers in the United States see more of 
their markets slipping way to foreign suppliars. 

The comodities which can be regulated under this legila
tics are tomatoes, green peppers. eggplant, cucmbes,mango" . 
avocados. Irish potatoes, lims, grapefruit, orangea, onions, prunes. 
raisins. olives. walnuts, and dates. The U.S. Department of Agricul
ture also publishes quality standards for numerous fresh fruits 
and vegetables. These standards are recot w.ded standards only, 

and are not mandatoryi
 

Conditions for access to the European Comm Market are
 
much More demanding. Duties have to be paid according to a Coma
 
External Tariff, and the rates are relatively high for a number
 
of item. Also, to protect Comumity markets against cheap Imports
 
from third countries, a reference price system has ben established
 
for major commodities. Under this system reference prices are
 
established annually (composed of 3-year production cost averages
 
for each member country for each co -dity) and compared daily
 

with entry prices of produce from third countries. If entry prices

fall below the levels of the reference prices, Imports may be sub-
Jtcted to a countervailing charge equal to the difference between 
the reference price and the landed price of the produce concerned. 
A number of key fruits and vegetables-oranges, tangerines. lemons, 
apples, pears. table grapes, cherries, plum, tomatoes, and cauli
flowers--enjo7 the highest protection through both tariffs and
 
reference price provisic-2. Reference prices have been in effect 
since the 1962-63 season out, as of 1968, countervailing charges had 
been levied only against table grapes and tomato imports from 
Eastern European countries. Reference prices have been gradually 
Increasing, however, increasing the likelihood of their application. 
Whan the system is enforce!, cutting costs is no longer an effective 
way of improving one's competitive position in this market. In 
this case, the proper strategy is to schedule one's exports during
 

the winter vhen reference prices are not enforced.
 

Some meubers of the Cohmunity continue to operate minm 
price schemes, quantitative restrictions. and/or licensing of imports 
frm third countries, although it was thought originally that these 

policies would be phased out as soon as the Common External Tariff

and the reference price system were adopted. Wlhich restrictions
 
remain in which countries and whether they would affect Colombian 
exports to these markets vould have to be explored more fully with 
the individual countries before initiating any export program. 

Fresh fruit and vegetable imports also have to met certain 
mandatory quality requirements before being accepted for import. 
Common quality standards have been accepted for 27 kinds of fruits and 
vegetables; for products where no Commnity standards exist, European 
standards are applied.
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pelis adopted by the EEC clearly give Comnity 
produ.ers considerable preference over third country suppliers, 
The most important barrier to imports, of course, is the reference 
price because it serves as a floor price for the market for imported 
goods and because the system of application causes many uncertainties 
for both exporting countries and the import trade. 

Becaume the reference price system is usually not applied 
during the %intermonths and because tarifts and other restrictiona 
on tropical fruit imports are lover or non-existent, the "off season" 
and tropical fruit markets are most attractive for Colombia. How-
ever. Colombia will be at a disadvantage in competing for these 
markets with the Mediterranean countries and certain African 
states which have been granted preferential entry into the Common 
Market. Also, Colombia will find it more difficult to export fresh 

fruits and vegetables to the United )Yingdomnow that it has entered
 
the Common Market because, in general, its individual rates were 

set at a lower level than the Cosn External Tariff rates which 
will now be adopted. 

2) Processed Fruits and Vegetables 


Barriers to processed fruits and vegetables are also 

demanding. The U.S. restraints to trace in processed fruits and 

vegetables include tariffs, mandatory minimum standards of quality, 

sanitation, product identity, and labeling. Again quantitative

restrictions are nor generally used, nor are preferential arrangements 

entered i'to. Tariff rates are roderate to n.ederately high, 

ranging from 3 percent ad valorem for Jellies., jams, and marmalades 
made from berries to 29 percent for canned peaches nnd 17.5 percent 
for canned asparagus and other canned vegetables TFlS). Besides tariffs, 
the major barrier to Colombian processed fruits and vegetables entering
the United States is the Food, Drug, and Conmtic Act. All imported 
as well as domestically produced foods are subject to these regu-
lations. Inspections are conducted by the Food and Drug Administration 

(FDA) at the time goods pass through customs, and shipments not in
 
compliance may be destroyed or prohibited from entering the United 
States. 

A basic purpose of this Act is to protect the U.S. consumer 

from unclean or unsanitary food. The Act prohibits foods which may 

cause disease, foods containing repulsive or offensive matter which 

would not be knowingly eaten, and f-)od manufactured under unsanitary

conditions. Although the Pure Food Act does not authorize "tolerances" 
for filth or decomosition in foods, this does not mean that a food is 
necessarily condemned because foreign matt-r is present. 'n practice.
 
thi Food and Drug Administration has established acceptable "levels" for 
natural or unavoidable defects , food for human use. According to the 
FDA these "levels" (1) are not irmful to humans and (2) can not be 
avoided even when following good manufacturing practices. 

he Act also authoxIzes regulations astabliohinS standatds 
of identity (wwhat the particular food is), quality (whether above
 
or below standard). and container fi1 (how full the package must 
be). Under this Act. only one miini-um standard of quality is es
tablished for each food standardized. and food falling below this 
minimum must bear a special substandard label. These standards of 
quality must not be confused with "standards for grades" established 
by the U.S. Department of Agriculture (USDA). Although not man
datory, USDA grades are used throughout the U.S. market. The" 
grade differences give rise to price differentials in the U.S. 
market, and prices are almost universally quoted in terms of these 
standards. All foods, including those for which specific standards 
of identity, quality, and fill have not been established, must meet 
the basic FDA requirements for wholesomeness and purity. The Act 
also establishes specific labeling requirements.
 

Conditions for access to the EEC are just as demanding.
 
Generally, the Comon External Tariff rates for processed fruits
 
and vegetables are higher than the rates dpplid to similar products
 
by the United States or the United Klingdom. Ad valoren duties applied
 
to canned fruits range from 20 to 24 percent compared to 6 percent 
charged by the United Kingdom before -t entered the Cn~mon Market.
 
Ad valorem duties applied to fruit purees, pastes, Ja , and J-llies 
ranse from 27 to 30 percent, to frui juices Iro 18 to 25 percent, 
and to canned vegetabler from !!'to 24 percent.
 

In the case of processed fruits, thaeEEC also imposes a
 
levy on any sugar which has been artirically added to the product
 
during the manufacturing process. This tax is designed to compensate 
L>r the price difference between sugar on the EEC and on the world
 
markets. The funds raired by this procedure are supposed to be 
used to susidize EEC exporrs cf such sugar-containing products to
 
third countries. In practice, products differ in the amount of
 
natural sugar tney contain, making it difficult to estimate added
 
sugar content in individual cases.
 

Mm!-bera of the Cormunity 4re permitted to maintain whatever
 
quantitative restrictions they desire on all processed fruits and
 
vegetables. They have also established individual rules to regulate

the purity, hygiene, weights and measures, maximum limits for food 
additives, contaminants, tolerance for pesticide residues, and proper 
labelling of foods. 
 Unsatisfied with this maze of regulations which 
must be understood to produce for ths entire Comunity market, the 
packing industries within the member countries have been promoting the 
standardization of fruit and vegatable products. Several such standards 

-32



have beem developed, but not yet auproved. Once approved, owvever,
they yill become mandatory and only produ-ts 
r elng these standards
will be authorized for sale "ithin the Ccton Xarket. "is will
simplify the process of manufacturing for and marketing within
the European Comn Market, 
for third country suppliers as well as
for their doestic producers. 


HMsehIle, the situation at 
present requires that third
coumtry experters to the Coxrmn Market (like Colombia) have a de-
tailed kowledge of the requirements in each separate market. From
the technical and economic viewpoint it r.ay even be Lmpossible 
than one or tvo markets. Obviously, it Is in Colombia's Interests thatthe members of the Covon 

fee a comtry like Colombia to satisfy the requirements of more

.arkt harmoniz, their food regulations,Since the United States is also a potential rarket.,a more complete
bazuoniaation of food regulations throuphout 
the world would also be
desirable from Colombia's point of vieg. 
Of course, neither theU.S. nor Western European roquirenerrs ire insurmountable, but therein a cost involved in deterinin-g each country's requirements indetail, and then in making the necessar, tcchnical adjustments so
that Colombian industries can make the required product. 


3) Wood Products 

Tariff and other legal restrictions seem to be less in-

portent as barriers to Colombia's exports of tropical hardwoods
than the internal factors 
that give r!.e to higher costs, low quality,
and umrealiable deliveries. 
 The four m jor markets-the United States,
Japans the EEC, and the United ringdo--aljcw most tropical logs
to enter duty free ^nd apply re!lativelv low 
 rates to the major
processed wood products eat relevant to the tropical hardwood
exporters. 
 In addition, all four =arkets have =ade offers under the
UMCTAD (United Nations Conference on Trade and Development) scheme
of general preference to liberalize i-pcrts of =anufectured and semi-
SAdnufactured products (including wood products) originating I.
developing countries, 


4) Sugar 


In a free market, Colo=bla could increase its share of the
world market by becoming more competiti've-selling at
ncreasing the efficiency of Its zarketing system (adopting bulk
handling, for example). and filling export orders on a timely basis,
Conversely, Colombia could lovs its 
share of the world sugar market 


a lover price,
 

if its prices rose regardless o! whether this was a cost rise 

spa ifIc to the quger Industry or due to increased production and marketing
costs due to general Infl4tionar, cc-.dit:osn 
 in the country not
compensated for by changes Ln 
the exoh.r.ge rate. Colobia couldalso lose its share of !if
the w'orld -n.'ae: domestic consu=ption
Increased more rapidly than prodi:.-riOn. 
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Lwever, 'orld sugar 
 :ade is, and will probably continuato be, .;ractc~i-.d by spscIl 
 rer.ng arranpeea. Xore thanhalf of total .or!d ,exports entur inrernational trade channels underpreforentlal arran~e-.-nt.. 
 Xucni of the rertainder is now traded
under the provisions of the International Sugar Agreement. 
Under
thesc conditions, a country's ability to increase I. 
exports depends
 
not only on price co petitiveness but also the status
ships with the preferential !=porters, Its ability to negotiate quotas, 

of Its relation
and its ability to fill quotas once ntRociated. Colombia hasmembership in 
 wo of the important rzrketlng arrangements-th U.S.
market and the International Sugar Agreement.
 

Colombia's opportunities to export sugar are fairly well
defined, both in the U.S. lw and in the international Agreement.
Its bseic quotas are establt.shed far several years at 
a time,
although its actunl exports can ri.neabove these levels on a yearto-year basis depending on 
whether other countries fall short insupplying their allotments. ThIs does not mean, however, that the
market Is an unattractive cne. Nor do these arrangements mean thatthe market can be exploited to 
its fullest without 
some positivecofit-eat on the 
part of the goverr~ent nnd private export
 
groups to do so. 
 If

forto look greener p.stu:'es-fvs 
tht behavior 

ter 
elicited 

;,rowing
by
markets 
such arrangements

with 
is,

fewer
 
constraints--it Is 
 :ikely that
available will not be explo± 

the export opportunities that areed to their fullest.
 

To "aximIze foreign exchar c earnings under the corstraints
Imposed by the world ma:ket, shortfalls such as occurred under the
International Agreement in 1969 and .970 should be avoided. Instead,
Colombia should explore the possibility of 
idopting a production end
stock .ansget-ent proprn= desi-ned to take 'dvantage of other
countries' shortf.alls. 
 Such shwrialls 'ill continue to occur,both in the U.S. market (Puerto R!co. for "xample) and under theInternational Agree'-_crt. 
 I. the past. when stocks were limited.Colorbia's first priority was to aup~ly the U.S. market (I) because
if basic quotas were not 
!illed, next year's quotas would be reduced,
 
and (2) because prices in the protected U.S. market were higher than
those on the free market. 
 This price differential is not 
likely to
 
be as large in the future, at 
least for the next several years and
longer, if the Agree=cnt ccntinues Lo work. 

In the past, then, Colo=bia followed a strategy of maximlzing
its 
foreign exchange earnings from sugar exports subject to the
constraints imposed by its own stock situation. 
The alternative
i 
for Colo=bia to plan for production and stocks 
to be large enough
 

http:exoh.r.ge


to enable ;c to supply a1 of it, bnic quuas plus nny deficitsI
prorated to it. Good performance ir suppying other cotntr~os' 
deficits can also provide a strong barpainin poli: to help Colombia 
increase its badic quotas during subsequent negotiating sessions. 

There are costs involved In following ouch a strategy, 

items used for Industrial or ar!culturnl production not produced
locally. Commodities *'htch usuallv fall into the second category 
are raw1mterials, fertilirers, agricultural and industrial machinery,
construction materials, spare parts, and chemicals. Processed 
food and textile irports are liel" to be subject to high duties, 

however. One is the cost of maintaining larger carryover stocks 
than Colombia has maintained in the past. Year-end stocks, for 

hever, since these industries are among the 
developing countries. 

first established in 

example, have consistently fallen below the levels considered adequate
(a 2 months supply, for example). Since cane sugar has a longer These neasures are characteristic of a trade-industrialization 
aestation period than annuals and stores veil, stock manipulation is 
the mo feasible way of responding to short-run yearly changes in 
the sugr market. The costs of storing larger sugar stocks can be 

policy referred to as "ivport substitution." This combination of 
tariffs makes imported inputs cheaper and raises the price at
which the final product can be sold and still compete against foreign 

compared with the benefits (using different price assumptions) to 
develop a rational storage policy, 

Al11 of this assumes. of course. that sugar production Is the 

imports. gives the domestic industrialist the opportunity (1) to 
earn higher profits or (2) to produce his product at higher costs. 
Unforrunately, experience indicates that the latter has often happened.
leaving country after country with a group of high cost domestic 

most profitable alternative available to the private sugar producers, 
and that adequate quantities (enough to supply both domestic consumption 
and exports) will be produced. !omrestlc price policies should be 

Industries. A siphoning of resources out of export-orientedin
dustries has been another unintended consequence of this import 
substitution policy. 

reviewed to determine whether t is is the case. If, as FAO and other 
sources indicate, Colombia is a lc'-cost producer and has adequate
land on which to expand production, Colo.-b!a should be able to Linda dontic pric la which willtro forth adequate production andstil allcw producer to rlvke a prcf twhen selling to the international 
asti1wllcwa ue rE.S. nake aprohibit
s w.l an the .S. market. 

5) Lath, Ancr~c . Y~rkets 
5) att, -mril~rMakrtn(Ecturdc:r, 

Latin American countries. thenceelys, probably have the highst 

I 
Most Latin Anerican countriep use a series of regulations 

to control imports, not just tariffs. if so, the main barrier may
be the complexity of the system which must be understood and mani
pulated by the potential exporter. This system may also completelycorrain irports. Examples of other types of barriers toimports Include: surcharges (Ecuador, Peru, Guyana, Jamaica, Panama, 
Venezuela, Brazil), exchange controls (Ecuador), import licenses 

Cuyana, Teir.!fad v' T'Iblgo), Pe.P-aI.z , Peru,
Venezuela), Import deposits (Ecuador), lists of prohibited commodities 

and m st cc.-ptcated legal barriers to the entry of each others'pand = c. Th ecetionlegal barris tohe enuryoea ou thrs'producs. The exception to this rule occurs among countries that are 
me=bers of the same rgionalArganzaton, such as the Caribbean 
Free Trade Xassocaten (CARIFTA), the Central American Common tarket 
(CACM) * the Latin American Free Trade Association (L.AFrA) * and the
Andean Cc=nrn Market (ACH). Colombia is a me.ber of the last two 
groups. lowever, the extent to which these rroups have already succeeded 
in lowering their barriers to each others' products varies considerablyfrom group to group and, within these groups, from co?cdty to coamo 1ity. 

(Peru until 1969, Veneruela, Trinidad and Tobago), quotas (Panama),sanitary regulations (Panama, Peru, Venezuela), and internal taxes(Jamaica, Vcezuela, Brazil). This complex system of tariff and non
tariff barriers and referental arranrements necessitates a detailed 
analysis of the conlitions of entry in each potectial market. 

d. Cost of Market Entry 

Traditional export cormodities such as grain, coffee, cotton, 

ost Latin American countries have designed their trade 
policies to protect and encourae dnoestic industries as well as to 
secure reveue for the governent. Intost countries, this goal is 
achieved by seting up high iport dutices and import cntrola on. the 
entry of no:I-cnantial goods and n eand goods similar to those 
produced locall. At the same tfxe, -.er:" low duties are imposed on 

and sugar are homogeneous, have well deterined quality specifications,and are traded at established prices in world markets. This means 
the exporter only has to put such products at the threshold of market 
awareness where well-established channels gather the product and move 
it to the ultimate consumer. For example, when exporting sugar, Colombia 
is part of a ell-orpanized, oereating international market system
And most of the i-ter:l costs required tc link Colombia with this 

system have already been incurred. 
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On the other hand, the markets for processed foois arecharacterized by substantial product differentiation. In addition
to the natural differences among commodities and type of processing,
firm often try to further differentiate their product as a means of
competing. By getting consumers to identify their product as something
distinct, firms hope to create a less elastic demand for their pro-

duct, giving them greater freedom to raise prices without losing
markets. The prevalence of this means of competition makes marketingpractices within these markets cozple' ely different. Demand might
hae to be "created" or "discovered" for a processed product, and
the product pshed through channels in order to penetrate the market,
This rakes marketing these types of products very complicated, expensive, 
and r.sky. 


The conditions rf market entry facing fresh fruit and vegetable

and tropical hardwood exports are more like the conditions for processed
foods than the conditions applicable to traditional exports like 
sugar. There is no established "world price" for these cor=odities
because there is no "world market." Specifications differ from marketto market, and producers do attempt to differentiate their products

by brand, 


To successfully penetrate these external markets, the potential
exporter must have a thorough knowledge of consumer preferences and
behavior in each of these markets and adapt hirself to them. 
He 

must know, in detail, the types and varieties of produce required,
the quality standardq demanded, the timing of shipments to suit market
needs, and the ma ,cr uC takeL pe".LL~Lioo required. Second,
the prcducer must develop the capability to produce the products
required in the external markets, grade these products according tothe f-porters' standards, and then be able to adhere to these standards
by developing a system of quality control. Fiaily, to be successful,
the potential exporter must know and comply with the commercial
practices of the import markets and their subsequent distribution

channels. 

These market requirements are not completely inflexible,
however, and exporters can take more active measures to increase theirpenetration of given markets. 
 Exporters can become more aggressive

in their sales policies, employing their own sales representatives,

for example. Quantities shipped or prices at which shipments
offered can 

are
be deliberately manipulated. Also, consumer preferences

can be influanced through advertising. 

There is a cost associated with each of these steps, however,which must be kept in mind when determining the comparative attractive
ness of two or rore potential markets. For example, in the case ofboth fresh and processed fruits and vegetables, costs will have tobe Incurred by private producers and/or the government to develop
the marketing srructure needed to move these products out of Colombia

and into the external markets. Moreover, in the case of both fresh
and processed fruits and vegetables, there is no well-organized
international marketing structure to link into, making the costs ofdeveloping these markets much higher and the success of doing so quiteuncertain. On thethe other hand, costs of entering the sugar market 
have already been incurred and, therefore, would not have to be subtracted from any export benefits which might be obtained from a more

rational stock ranage=ent program.
 

A similar thought process should be followed when comparing

two types of markets for fresh fruits and vegetables: (1) seasonal 
and counter-seasonal markets in the Arerican and European markets
where the products are produced domestically and (2) the =arket for

tropical fruit. 
 In supplying seasonal and counter-seasonal markets,

the big problem is to get the produce to the market at the right time,
at the right price. Once there, consumers do not need extra persuasion to buy the product or education in how to use it. In fact,

in most cases the only thing holding back high levels of consumption

during the counter-season is the lack of supply. 
This reedy market
does not exist for tropical 'ruits, however. An extra effort to

stinuiote denand a.-d to educate the c~nsucr is required to develop
these markets. The extra expenditures required tor these advertising

campaigns must be subtracted from the value of expected sales to

gain an accurate picture of the value of this market to Colombia.

Often these markets suffer from a type of "vicious circle" syndrome,
where consumer demand is low because the product is unknown, itsprice is too high Zo encourage experimentation, and the quantities

entering the marker are small and prices high because consumer demand
 
is so low.
 

There are two points to this discussion: (1) developing
markets for fresh tropical fruit in the temperate countries requires
ore money and more sophisticated techniques than supplying theircounter-seasonal markets and (2) the returns for these expenditures

are less certain, will take much longer to materialize, and may notbe any larger than the returns to expenditures spent to increase
 
exports to the "off-season" markets. 
This is not to say that effortsshould not be made to develop markets f r fresh mangoes in the UnitedStates and tUestern Europe, for example, but I would argue that it 
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would be better to begin this effort after some success has alreadybeen achieved in other parts of the export program. A similar argument
could be made with respect to the desirability of exporting processed

exotic fruits compared to 
the maJor line fruits. 

This type of cost benefit analysis should be used through
out 
the process of developing an export program, first as an aid inselecting potential co-dities and second as a guide to selecting theappropriate development strategy. A simple variant of this approach 
was used in this study itself. Markets were excluded, for example,
if levels of demand were low, and commodities were excluded if importlevels were small and shoved limited promise of growth. This strategy
grew out of a recognition that the costs required to evaluate, establish, and promote a million dollar export business may be just
as great as the costs required for a $10 million business. Therefore,

the procedure followed in this study was to concentrate on the larger
markets where the probability of finding export opportunities withhigh benefits to costs should be greater. The same procedure is 
recommended to the Colombians. 
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