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INTRCBUCCTON A LA SERIE LE DOCIMENTOS ANALITICOS DE TRABAJO

Id

A cada esfusrso amslitico que involucre a
varios investigadores sn diferentes instituciones y
distintas oficinas so le presentan problemas 4t
ciles relacionados con el intercaxbio de ideas quc
surgen del andlisis y de 1a copilacion de datos.
82 ha iniciado esta Serie ds Jocumentos dz Trabajo
con el fin de intercasbiar informacion oportuna~
mente con colaboradores. En vez de esperar hasta que
los andlisis hayan llegado & la etapa de convertirse
en estudios "preliminsres” pars circulacion, hosos
decidido distribuir, lo ms prontn pousidle, & wn nu-
mero muy restricto de colaboradores, estos datos
como posidle elementos de futurcs marcos anfliticos
y coae resultedos muy preliminares. !ﬂ.e sistemn
tiene 1z ventsja de permitir uma raviuon cpertuna
de 108 datos y un cambio de direccion, si fuera ne-
cesario, asi como tambien un intercambic de ideas.
Ia obvia desventaja en esta Serie de Docuaentos es
que se circula material que no ha sido corregido ni
aprobado. For 1o tanto, los lectores de estos Do-
cuxentos deben tener en cuents su carscter completa~
mente provisional. Espersmos con interés los co-
mentarioc y las sugerencias que pudieran surgir de
1a circviscion y lectura de estos documentos.

Estos datcs y estos lnuiul no han sido
aprobados por 1a A.I.D. ni por cualquiers de sus
oficinas, y no deben citarse sin pe:ziso, por
escrito, de los autores.
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AGRICULTURE - CULOMBIA
ANALYTICAL WORKING DOCUMENT # 5

EXPORT MARKEIS FOR COLOMBIAN
AGRICULTURAL PRODUCTS

R. K. van Haeften, ERS
) February 1974

INTRODUCTION TO THE ANALYTICAL WORKING DOCUMENT
SERIES

Every analytical effort involving various
investigators in different institutions and
locations faces the difficult problem of
interchange of analysis between collaborators.
The Analytical Working Locument Series wes
originated to help in reducing that communication
gap. Rather than wait until the analysis has
matured, we are circulating the "rough dreft"
stage. This approach has the advantage of
allowing early review and redirection as well as
cross=-fertilization effects on other research
efforts. The obvious disedventage of the
Analytical Working Document Series is that
uncorrected and untested materials are cire
culated. Readers of these draft collections
of Preliminary Analytical results should

keep in mind their provisional character

and use them in the spirit that they were
issued. We look forward to the helpful come
ments which the circulation wasintended to
elicit.

These data and enalyses do not bear the
approval (nor imply such) on the part of

Ue. S. AID or any of its offices, and should
not’ be quoted without the writier permission
of the originating office.
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Introduction

This study identifies agricultural commodities deserving

priority consideraticn in Colombis's export expansion prograa.

It focuses primarily ou winor agricultural cosmodities such as
{rsits and vegetables which have racsived little attention up

to now, but which could become significant export commodities.
Criveria used to selact thess comsodities included whethsr ths
commodity had sxport potential and whether it contributed to im~
portant domestic goals--increasing employment, improving income
distribution, anl esrning/saving foreign axchange,

This paper summsrizes five separats rcports which covered
in more dctail (1) the market for fresh fruits and vegetables in
daveloped countries, (2) the world sugar merket, (3) the market
for tropical hardwoods in developed countriss, (4) the market for
fresh and processed fruits end vegetables in seighboring Lstina
Amaxrican coustries, mnd (5) the market for processed fruits sad
vegstables in developed cowntries.l/ Specific informetion om
tariffs, samitary regulations, quality Tequirements, ae well as
volums end valus of imports cam be found fn these fndividwal re-
porta.

The study was linited to am unalysis of the demand for
these commodities in external markets snd an evalwatios of the
various extarnal restraints to their trade. Ons end product was
to provida AID (U.S. Agency for International Development) with
8 set of nwmbers resrasenting the quantity of esch commodity which
muwwmmmn:u.ummu. Thase
Monb.e-puto!thumldamductcrdtbhalmc
linsar programming modal cf che Cclowbian economy; this model ia
baing dsveloped nos with LTD assistmce 2/

1? Working Document 35A, "Markets for Fresh Fruits snd Vege~
tables—United States and Western Purcpe”; Working Docunent asc,
"Tariffs, Quality Specifications and Sanitary Regulations for Fresh
Fruits and Ycgetables™; Working Document 35D, "Markets for Processed
Fruits and Vegstables, United States and Western Europe™; Working
Document 35E, "Markets for Tropical Hardwoods—-United States,
Rurope and Japan"; Working Document 35F, "The World Sugar Market—
How Attractive Is It"; Working Document 35H, "Latin American Mar-
kats”. Rsports are available from the Suctor Analysis Divisioms,
Office of Developmen: Resources, Latin American Buresu, U.S. Agency
for International Devalopment (AID), Washingtom, D.C.
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s, FMirst Step: Estimates of the Market

The first step was to determine whether there was e market
for each product snd the nature of that market: its seasonality;
size; growth; and tariffs, quotas, snd other commercial require-
meuts. Imports are the most important mweasure of the level of
demand for the products of a potential exporter. However, trends
in domestic production and total consumptica in each potential
external market sust also be analyzed since imports (excess demand)
represent the difference between consumption and domestic production.

The important question, however, is not what will be the
total level of import demand in the United States for tomatoes,
for example, but vhat share of this total market Colombia can hope
to capture, The procedure usually followed to determine whether
Colombia can compete in sn external markat is to assume that the
demand schedule facing Colombia is perfactly elastic at aoma
given price, and that Colombia, through its own actions, could
have little influence on the market. This assumption is valid
as long as Colombia supplies only a negligible part of the market.
Ths next steps in the process are to establigsh an idea of the
price in the given market, evaluate whether Colombia can supply
the product at that price, and conclude whether there is a potential
market for that commodity. This gives us an answer about whethar
Colombia can supply the market if it is not already doing so, but
iz does not give us an answer as to how successful Colombis will
be in capturing a significant share of this markat.

For exsmwple, the feasibility of Colombia’s exporting '
fresh fruits and vegetables to U.S. and Western European markets
could be evaluated using the display given in Figure 5-1. This
indicates how, given prices in the final market, an snalyst can
determine whether Colombia is competitive in that market and, if
not, vhere cost reductions must be made. Estimates of compatitive
price levels in external markets are given in this study. Only
for fresh fruits and vegetables was enough data availaple to make
a8 preliminary evaluation of Colombia's entire export cost structure.

37 This model was developed with 1968 data and updated with
1970 data. The model was used to project optimum resource alloca-
tions for Colombia in 1975 and 1980, Numbers used in this analysis
reflect these decisions. See Mathodological Working Document 28,
"Overviuw of Methodological Procedures for Colombian Agricultural
Sector Analysis", by James T. Riordan and Samuel R. Daines for a
detailed description of the model.

In sowe markets, Colombie can increase its share cver the
longer run if it can produce cheaply and if, as it expands its
shipments to the export market, prices drop and other producers
reduce their supply. 1n other words, Colombia's exports can grow
through a competitive effect as well as a result of the overall
expansion of the import market. In order to make a sophisticated
analysis of this process one needs to know (1) price elasticities
in the large external markets, (2) supply elasticities in Colombia
and other suppliers, and (3) Colombia's present market share.
Lacking this analysis, evaluation has to be based on informed
Judgment considering as many of these factors as possible within
the limited time, money, and information available.

Success can complicate the analysis, however. As Colombia
succeeds in expanding its share of a given export market, it can
reach a point where its actions--incressing supplies, for example-—-
can have a direct influence on the market in the short run--de-
pressing prices. Here, knowledge of price elasticities is necessary
to evaluate whether in the short run an inc.:ase in supplies from
Colombia might depress prices in t':e external market to below
Colombia's marginal cost of supplying the markat.

In the fresh fruits and vegetables market, a country can
supply a small percents-e of the total market and still have a
cubstantial effect on a smaller segment of that market during a
given day, wveek, or even season in one city, for example. Both
Mexico and Spain believe that they have such an influence—-Mexico
on the U.S. market and Spain on the United Kingdom. Evaluation
of market demand is a continuing process which must become more
sophisticated as the market develops., In this market, knowledge
cf seasonal price variations and interreiationships due to differences
in size, quali-ries, and varieties or species is necessary, first
to identify potential markets and then to select the appropriate
market egtrategies to uce in developing these markets.

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
commodities from Colombia is the whole system for transferring
these products from tlie Colozbian farmer to the external markets.
The actual transportation of goods is only a part of the problenm,
albeit, an important part. Other factors--grading, packing, trazs-
portation from the farmer to the point of export in Colombia, in-
surance, loading and unloading ships, customs, arranging for
brokers, and/or transportation to the wholesale market-~add to



rgue 1. COST COLVPONENTS OF PRODUCT X IN
EXTERNAL MARKETS

Costs
Brokers, importers markups

Transport, handling, insurance
in importing countries

Tariffs, duties, taxes

Ocesn/air freight & insurzcce
from point of export

Brokerage, handling fees, etc.
of exporter

Storage and insurance while
avaiting shipment

Transport from plant or
field or packer

Packing, processing,
chilling, etec,

Transport and handling
field to packer

Cost of prodﬁction

Prices

Final price in urban markets

Price, c.i.f./f.a.8.

-

Price £.0.b.

Price paid by packer

Price paid to producer

-2-
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the fimal cost of the product at the market. If the costs in either

time or money are excessive, Colombia will have difficulty marketing
its products.

An attempt was made to identify those commodities and
those markets vhere transportation was a serious restraint to trade.
Your criteria were used to evaluate the effectiveness of the exist-
ing transfer system: (1) cost, (2) ability to handle the quantities
to be shipped, (3) speed of delivery, and (4) ability to perform
the desired service (maintain temperature and humidity zequirements,
for example).

b. Second Step: Estimates of Supply

Knoving that there are markets available is not enough
to mount a successful export development program, however. One
also has to know whether the country is capable of supplying these
aarkats with sufficient volumes of desired quality at reascnabla
prices. 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! ta
to produce the desired product at a reasnnable enough price,

A more corplete analysis would rate each commodity on
the 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 under
cultivation and/or increasing yields? Are the modern production
inputs and improved varieties needed to zctieva vizld {ncressasg
svailable? Are the physical facilities (roads, storaze, markets)
naeded to handle increased supplies available? Will farmers get
adequate backstopping from research and extension services? Will
the price structure motivate farmers to increase production?

Once bottlenecks are identified, the next step is to calculate the
cost and probability of overcoming then.

c. Third Step: The Export Promotion Program

How deeply involved the Colombian government should get

- in developing export programs for these minor agricultural commodities
is a matter of philosophy as well as how production in the export
sector is already organized. Certain activities are generally
accepted as being the responsibility of the government-—improvements
in roads and ports or the introduction of quality standards, sanitary
regulations, commission of cormercial attachee at ewmbassies abroad,
and negotiation of access to protected markets. Many governments

have felt that some extra effort wvas required on their part to
coordinate and integrate varicus efforts within thelr countries

to develop viable export prograzs. The possible approaches to

this problem range from minimum government 1ntarvention-|upporting
or setting up producers associations and natiousl planning and
export coordinating bodies—to a complete restructuring of the
marketing and export sector--creation cf narional narke:ing oxport
agencies, for example. Cftem other services such as market research,
information, extension, export promotion snd training are also
carried out by governments or government-:ponsored agencies as a
neans of capturing the economies inherent in these activities.

This 18 particularly the case vwhere rather small scale businesses
prevail. Reducing the amount of risk faced by individual producers
and exporters may be arother benefit stemming from government
involvement in these activities,

This report does not suggest how Colombia should organize
its export development progranm for the commodities included in the
analysis. Certain decisions have been made; others are probably
in the offing. It is a function of this report, however, to
emphacize the need for quality, sophigtication, and flexibility in
whatever form of organization is chosen if the goal 13 to export
to the U.S, or l'estern European rarkets. The inability to organize
this type of operation is likely to be as g8reat a barrier to trade
as are existing tariff barriers, especially with the more highly
perishable fresh fruits and vegetables., Competition for some of
these markets is already keen and likely to becore more 803 many
countries 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 itg
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 i{s not the only benefit
from an export expansion program. An increase in employment and
better income distribution are also tenefite. 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 less
attractive than a smaller, more stable market where many of the
costs of establishing a position in the market have already been met.
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3. Demand Analysis

8. Fruits and Vegetables

International trade in fruits and vegetables is large:
than cc=only thought. Average annual world trace turnover ic
estimated at $7 billion3/; fresh fruits and vegetables accourt for
$5 billdion end processed products the rest. Significant fresh
itex=s entering international trade include bananas (5.7 million
M.T.4/ 1in 1969), citrus (5.0 million H.T.), apples (2.3 million M.T.),
potatoes (2.5 zillien M.T.), ard onions (1.1 milliion M,.T.). Anong
the processed preducts, the biggest itess are citrus juice (600,000
M.T. naturzl strengeh in 1967), tozato products (600,000 M.T.),
cazned peaches (250,000 M.T.), and canned pineapple (387,000 M.T. in
1969-7C) .

Western Europe is the single largest importer of horticultural
corzmodities, with irgorzs acounting to $3 billion per year. Only
40 percen: of these izports originate froa non~European sources.
The Uzited States, whose annual icports increased to over $600
=illica in 1959, is the second largest buyer of fresh and processad
fruits and vegetables.

Developing countries have pronmising opportunities for
exporting frults and vegetables to the world narket. In faet,
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
perceat ter rear co-pared to 4.2 percent for livestock, 4.1 for
< 1.8 zerceat for coffee, and 0.8 perceant for cotton. Moreover,
7-6E, izports cf fruits and vegetables fronm developing

ies vere second only to coffee in total value, moving ahead

2z,
by i%5
countri

of sugar, rubber, and cotton.

A nuzber of reasons account for developed countries expanding
horticultural inpexts from developing countries. Perhaps the basic
reaseon has be:in the substantial leval of econonic growth in the
United States, Yestern Zurcpe, and Japan throughout the last decade.
Iccoze eiasticities for fruits and vegetables tend to be much higher
thaa for the core staple agricultural commodities like graims.

l
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g

dollars, unless otherwise roted in text.
c tons.

w

:an Eeenezic Corsunity. Since the United Kingdom
2 a zacher of the Cozunity until Janvary 1973, it
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This, plus rapid income grows'. leads to rapid incresses in demand.
Given this attractive market setting, lower foreign production
costs have probably been the most irportant single factor enabling
supplies from develcping countries to corpete effectively in the
developed country marxets, Moreover, dozestic producers in the
developed countries have not always been able to supply their

own increases in derand because of abnormal weather (in the United
States, for example) and the growing demind for fresh fruits and
vegetables during the off-season when dorestic producers are un-
able to supply the market 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 ceatext includes not only the
basic characteristics of fruits and vegetables (such as taste and
flavor) but also storadility, uniform appearances, packaging, and
more convenience in handling and preparation for consucption. This
is a prominant feature of the U.S5., Western European, and Japanese
markets. To rany consumers, the rere possession of goods of foreign
origin has becore a symbol of social status. This reasoning applies
more to processed than fresh fruits and vezatables and rore to
imports from developed countries--Europe, Japan, the United States—e
than from developing countries. .

1) Fresh Market - United States and Western Europe

Potential narkets for 10 individual fresh fruits and vege~
tables were analyzad in sore detail, These were the mest pro=ising
among a larger set amalvzed. The import market for these comidities
appears attractive at first glance. The rarkat is lucrative; in 1970,
imports of these 10 cormodities into the United States and Western
Europe (the United Kingdom and the EEC) came to ovar $700 =illion

_(Table 5-2 and 5-3) and the market grew at a relatively rzpid rate-—-7.3

percent per year betwecn 1966 and 1970. Further analysis substantiated
this first, positive irpression.

In selecting these compodities, an attempt was made to get
8 Ccross section of marketing sitvations, each requiring a different
type of marketing strazegy. The first group of cormodities analyzed
falls into what can best be referred to ag the "counter-seasonal®
or “off-season" category. These comzodities are perishable (straw-
berries being the most highly perishable of the group aad grapes the
least). The narkets for these corxrodities in the lnited States and
Western Europe also exhibit definite seasonal variacions, with



fable 5-2--Value of markets for selected fresh fruits and vegetables in the United States and Western Europel/

Value of Imports

Comodity : 1966 _ : 1970 :_ Change _

+ U.S. : W, Europe : JTotal : U.S. : . Furope : Total : U.S. : W. Furope : Total

: millfon U.S. dollars percent -
Stravberries : 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 33
Green peppers : 39 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 n
Onions : 3.6 50.3 54.0 6.7 - 73.7 80.4 86 &7 49
Garlic 3 2.4 4.2 6.6 3.5 4.9 8.4 46 17 140
Pineapples ; 0.6 . 5.7 6.3 1.2 1.4 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 31 32 50

1/ United Kingdom, France, Gcmny,imtherlanda, Belgium-Luxemburg, and Italy.




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

e Actual 197 : Projected 1975
Commodity : United : United H H ¢ United : United : H :

: _States : Kingdom : France : Germany : Total : States : Kipgdom : France : Germany 3 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 13.9 64,9 124.9
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 4.6 0.5 9.8




oswpplies shorter and wholesale prices generally higher during the
winter months., Supplies from domestic sources or nearby countries
with the same climatic conditions are usually plentiful and cheap
through the summer months but either unavailable or only available
in small quantities during the winter months.

The U.S. fresh tomato and fresh onion markets, for ex-
ample, exhibited quite different seasonal price and delivery patterns
in 1970, (Figure 5-2 and 5-3). The fresh tomato market was charac-
terized by more 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 vas not apparent in the
onion marker, hovever, where lower than average onion deliveries
occurred with lower than average prices.

Consequenzly, it is the off seasor segments of these
marksts in which Colombia should be most interested. The commodities
included in this category are: stravberries, melons, tomatoes,
cucumbers, green peppers (capsicum), and grapes,

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

The third group includes two of the tropical fruits--pine-
epples and avocados. These commodities are genersally not grown in
the developed countries for climatic reasons (the United States is
an exception) and are therefore not well known to consumers in these
markets,

Other commodities which could have been included in this study
were green beans, eggplants, asparagus, cauliflower, okra, and mangoes.
Thess were excluded becausas there ware 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 markets
vere anslyzed separately. Markets in the United States, the United
Kingdom, France, and Germany were analyzed in more datail., Other
markete such as Holland, Belgium, Sweden, and Canada may elso offer
opportunities, but their levels of import demand as well as total
demand are generally much lower.

a) Strawberries

The import market for fresh strawterries in the United
States and Wastern Europe grew from a little over 320 million in
1966 to almost $50 million inm 1970--a 130 percant increase. EEC

stravberry imports (53,000 M.T. in 1970) were more than double the
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volume of U.S. imports (24,000 M.T.). But, these occur primarily
during the summer monthe whereas the majority of U.S. imports occur
during the off-season--October tarough April. During the off-
scason in the United States, the major foreign compatitor is

Mexfco, and the major sources of domestic competition are Florida and
California, Since the market on the East Coast is the most logical
of the several markets in the United States, Florida would be
Colombia's major domestic competitor. In terms of wholesale prices
i1 the Nev York market, October, November, and December, before the
big volures of Mexican and Florida stravberries reach the marker,

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 Vestern Europe has grown rapidly over the last 6 years,
Off-sesccn imports (August 1 to April 30) into Prance, Belgium,
Luxembery, Holland, and ltaly grew from 131 M.T. in 1966 to over
1,000 M.7. in 1970. Over half of these imports went to France.
CGermany irported 997 M.T. of strawberries during the 1968-69
off-season and the United Kingdom imported 206 M.T. From January
to Harch the market 1s dominated by air-lifted supplies from the
United States, Mexico, Kenya, and New Zealand. The Mediterranean
counirics supplying the off-season market—Italy, Spain, and Israel——
ship at the beginning or end of the off-season. Qff-season strawberry
productior in the Mediterranean areas, hovever, is a highly sophisticated
excercisce beset with many technical problems.

b) Melons

The import market for fresh melons in the United States
and Westc-n Europe increased from $20 million in 1966 to $32
million in 1970--a 59 percent increase. In the United States,
cantalcunces are the favored melon both in terms of per capita
consumpiicn and level of imports, accounting for over half of the
U.S. {rpoits 4n 1970 (67,000 M.T.). Honeydews accounted for only
32 percert (17,200 M.T,). 1In general, consumers in the United
Stutes iud Xurope accept all three melon types-~the ribbed can-
taloupes, ribbegd melons, and the smooth-skinned honeydew melons.
Certain . reference seen to exist for honeydew melons in the Scandi-
navian countries and Germany, however, and for czntaloupes in Freance.
Irrael :as successfully introduced a new variety oan the European
market--.he Ogen. Highly perishable, it is expensive because it
nugt be «fr freighted to market, Being expensive, its demand will be
more livited than the more traditfonal varieties-—cantaloupes,
heneyde..s -~cn which Colombia sho-uld concentrate.

Cantaloupes are available in the United States primarily
fron May ri:rough September with reduced supplies during the early
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opring (March and April) and late fall (October and November).

During the winter (December through Februasry), supplies are practically
non-existent. There is virtually no U.S. winter production of
cantaloupes, and Mexico, which has supplied almost 99 percent of

U.S. cantaloupe imports during the past 10 years, does not begin
shipping until February.

The market for honeydews is also seasonal, with reduced supplies
Hovember 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 asalysis
of wholesale prices in the New York market and monthly shipments
from domesiic 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 cantalouge
shipments.

The United Kingdow is the largest Earopean importar (54,600
M.T. in 1970), folloved by Germany (25,600 M.T.). Other European
narkets are little developed, but expanding rapidly. Melon con-
sumption is still limited to the July-October period, hovever, at
wvhich time Spain, Southeastern Europe, and Italy dominate tha
narkets outside France., Most other suppliers ship sither at the
beginning or end of the winter season: Canary Islands--April and May;
Israel--October to November and May; and Chfle--March, April, and
May. Nor are supplies likely to become available from most Medi-
terranean countries during the winter months, since climatic con-
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
iresh 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-greecn toma®oes are harvested
green and gent 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

8 lower price than vine-~ripes at the shipping point. Colombia, them,
has a chofce of hether to enter the United States with vine=-
ripened or mature-green tomatoes.

Colombia seems to have an advantage in producing the m-2
labor intensive vine-ripes because of cheaper labor costs. However,
vine-iipes spofl quicker than mature-greens (the storage for vine-
ripes is from 4 to 7 days compared to 1 to 3 weeks for mature-
greens) and are more difficult to ship., From the peint of view of
cetting the product to market, mature~greens appear more attractive.
However, their export could bring smalier returns to Colombian pro=-
ducers and exporters; payments for the ripening end packaging oper-
ations, of course, would accrue to the United States rather than Colombia,
European markets also have distinct differencss in consumer pre-
ferences. Whether mature-green tomatoes would be acceptable in any
of these markets 1s a question that will have to be explored further.

There is also an off-season market for fresh tomatoes in
the United States and Westarn Europe. Tomatoes are in short supply
in the U,S. market during 5 months (November through March).
Florida is Jhe major domestic producer of vine-ripensd tomatoes
during the winusr--December 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 ysar-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--Noverber, 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 Vestern Europe for off-season
tomatoes cmount to more than 300,000 M.T. (Germany, Benelux,
Switzerland, United Kingdom, France, and Austria). From January to
March, the European markets outside of France are dominated by
supplies from the Canary Islands. Morocco ships to France from
Hovember through April. January through May, then, 1s on2 of low
supplies, with competition more severe at the beginniisg and end
of this period when supplies from Italy and Spain are also eaicering
the market. This January through May season would be desirable to



a potential supplier like Colombiz for several reasons: supplies
are short, prices are higher, and Imports from third countries
are not subject to the EEC reference price system (see section on
trade barriers for a -further explauation of this point).

d) Cucuzbers

By 1970, the import market for fresh cucumbers in the
United States and Western Europe was valued at $74 nillion, an in-
crease of almost $20 =million from 1966. Imports into Western
Europe accounted for over 80 percent.

Cucumbers also have an off-season market. In the United
States cucumbers are sold throughout the vear, but supplies are
shorter during winter (December through March). This coincides
approximately with the import season, and U.S, cucumber imports
have increased quite rapidly--7.3 percent per year during the last
decade. Mexico, the principal foreign supplier of the U.S. market,
has increased its share of the market from 13 percent in 1960 to 85
percent in 1970. Mexican shipments begin in November and run
through May, while volure shipments from Florida, the major domestic
supplier of the winter narket, run October through June. Whole-
sale prices in the New York marker 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. Supplies in
both countries are lirited during the winter months. Moreover,
a good share of both countries' imports go to supply their off-
season markets. Since 1966 over 80 percent of French cucumber
imports have occurred between November 1 and May 15 (total imports
were 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
Islands, October through Mav, Yholesale prices also seem highest
Novermber through April. German cucumber imports are much larger
(over 90 percent of total EEC imports enter the German market), but
its off-season market is quite small.

e) Green Peppers

By 1970, the U.S. import market for green peppers (capsicum)
had increased to almost $13 millic surpassing in value the U.S.
".vort market for cucurbers. Thir - iarket had increased over 200
-srcent from 1966 to 1370. The combined U.S. and Vestern European
izport market totaled $34 nillion over $40 million less than the
corbined cuctmber market.
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Green peppers are available year-round in the United States
but larger shiprments arrive at markets during the summer. Florida
snd Texas are the major domestic suppliers of the off-season market.
Florida's big shipments begin November end run through June.
Production of bell peppers in South Texas is restricted to fall
s&nd 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 vears.
Mexican procduction generally is ready for harvest and shipping in
November, with major shipments terminating in May. Wholesale
prices in the New York market are also highest November through May.
Consequently, any time between November and May would be appropriate
nonths for Colombia to ship peppers to the United States.

The market for sweet pPeppers in Western Europe has also
shown considerable expansion recently, increasing by 86 percent
between 1966 and 1970. Cermany is the major market, importing over
50,000 M,T, in 1970. Most supplies are imported during the sumper
when produce from Spain, Italy, Yugloslavia, Romania, Bulgaria, and
Hungary dominates the market, During the winter, Israel, .Ethiopia,
Kenya, and Uganda have begun to ship increasing quantities of fresh
Pepper by air to Western European markets. Morocco is also a major
source of off-season French supplies,

f) Grapes

World trade in fresh grapes reached 934,000 M.T. 1n 1969.
About 70 percent of these exports were from European countries, with
most re-entering European countries. The United States is another
aignificant exporter, accounting for 14 percent of world trade
in 1970. The value of the import market in the United States, the
EEC, and the United Kingdom reached a high of over $100 million in
1969.

The U.S. import market is quite small, only 2 percent of
world imports in 1962 (less than $4 million) and growing relatively
slowly. There are short supplies January through June when this
market could be exploited by a country like Colombia. California,
the rajor dowestic supplier, ships throughout the year, but its major
shipnents arrive on the mwarket July through December. Canada, one
of the major foreign suppllers, ships during the summer and fall,
while Chile, the other major foreign mupplier, ships primarily from
February through May. Auction prices recorded in the New York
warket are highest in February, !ay and June, The most advantageous
months for Colombia to aim at in terms of auction prices in the New
York market and shiprneats from other suppliers seem to be February
through May, making Chile its najor competitor.



The grape impor: market in VWestern Purope is much larger
than the U.S. msrket (EE imports in 1970 were 20 times larger than U.S.
imports), but the FEC msrket is also slow-growing. Since Italy,
France, Greece, and Sprin are among the world's largest producers of
tabls grapes, vhether there is a market for suppliers outside the
European contine=c depends on the seasonai distribution of Europun
supplies, .Zhe maip. haxvest. sesson for table grapes: in Purope runs
July.,ga@g}ogu. and. sapers-off-by :December. Efforts :to devalop
urlq:,eaﬂ,,_g;g miosmdn ordex_to prolomg the marketing. season
ops.-heve. only met with limited:succass.: :Limited quantities
of gg:ra-ggo 9. Erom - hropua sources during tle winter
QT .grapar nske op.the bulk of Spaiish pro-
duction. Winter gtapcl are harvested November through February, as
are ttg_n gnpu p:,ducul in hot Louses in Balgium and Holhnd.
it I.l liulgt ol the - mtﬂrne. price .yuu. the tariff schedule,
and t.h. tj.ntu of supplies from European producars, Colombia's
best; qgm:tqnttiu for exparting fresh tsble grapes to any Common
)h:h; cog;r} -are from the ead of Novewber ‘to the end of .June.
'l'hu. :pn:h also. 2pply - to tha United Kingdom & noa~producer vwhose
ino:;s -ars lnxgn: than French or I.S. imports., Howsver, more
u usaded on the asssonslity of these Markets before
“lxl uziously considers any expore progran., UWhat is the timing
of prmn: 1mporza? - The main. -import season in France is from November
to the middle of Julr, but what sbout Germsny and the United Kingdom?
Do prasep’. cons.mptio:. patterns faiiow =easonal patterns? They saem to
in Prqu:n shars the parcentage of total supplies consumed between Jsnuary and
June is very szmall. Prices may 3lso varv by season or variety. All of this
information is neadsd in greater detail,

8) . Caiong

- Horld production of omions as alrost doubled over the lest

2 decides (from an average of 5.6 miliion M.T. in 1948-52 to 11 millicn
M.T. in 1969). About 10 parcept of world production moves in

interraticnal trade (1.1 millioe M.T. in 1969); with over half im-
ported. by the. t!ni:.d States-snd Hestern Fusope.. This sarket is
large-—vorth over $43 million in 1969~~but: there is no seasonal
sdvantage to, bc gained in either the Umited States or Westarn Europa.
Tha U.S, iqor: warket has grown rapidly over the last decade (8.4 per-
cent per ysar), although its 34,600 -¥.T. importa in 1970 .still
represented. only, 6 pcrccne of tho totsl- omton-tmports by the United-
States and Eutm Europe. :

Hoz:lcp u :hc ujor foxeign sypplinr_ (81 perceat), althdugh
its sliare of :hi.: uxht is smellex-than -its shars: of ‘the markets for
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the more perishable commodities such ss tomatoss snd strawberries.
“The EEC6/ import market for onions is approxismately 10 times the size
“of the U.S. market (some 400,000 M.T,. in 1970 valued at more than $50
million). Germany, which accounts for over half of thsse imports,
veligs on Holland for a major share of its snppliss. . Francs, vhose
imports have almost doobled ia less than 10° yesrs and. pov u:comu
for ocne-fourth of EEC imports, alao imports a majority of its
sypplies from Holland. Spain is the largest forsign supplisy.to.
the U.K. market,; vhich is also large (200,00 M.T. in 1970).
Competition appears to be strong among other suppliers to the market.
Morocco, Spain, and Tunisia have lost ground to India in the FPrench
matket since 1967. Egypt has also lost ground in the German macket
to Czachollovakn and in the U.E. market to Chils.

h) Garlic

The garlic import markat in the United States and Westarn
Burope is small relative to ths market for fresh tomatoes or grapase-
ocnly $8 million in 1970. Nor has the miaxket undergons rapid gzowth,
increasing by only 27 percent between 1966 and 1970. Ths marksts for
some fruits snd vegetables in tempsrate countries are attractive .
because supplies from domestic producers ars short during the winter.
This 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 tha United States and
Western Europe has none of these additional advaatages, however.
Baverthelesa, if Colombia i{s a low-cost supplier, this may be an
attractive portentfil markat,

Tha U.S. import market has actually declined over the last
decade (trom 10,600 M.T. in 1960 to 8,000 M.T. in 1970) while
domestic production increased. Domestic shipmenta, primarily
from California, occur throughout the year but fall off slightly
from February throuzh June, Foreign shipments, mainly from Mexico,
scoslerate during this decline. Italy, the sacond most important
supplier, ships Eron August through February, and Peru from February
through May.

The Europesn Community market for garlic is slightly larger

than the U.S. market (over 11,000 M.T. in 1970). PFrench imports are
large (over 75 percent of Comrmunity irports in 1570, making its
market almost as large 2s the U.S. market) and increasing.
Another merber of the European Community, Italy, supplies almost
three-fourths of the French market. Egypt and Argentina are the
sacond and third largest suppliers. German imports, on the other
hand, dre ‘wuch smaller and stable, while imports into the United
ﬂ:hzdol are alwlt non-existent,

" ~=‘i_ﬂ- Excluding the United Kindgom.
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1) Pisespple

Canned pineapple s second only to canned pesches in world
isports. But fresh pincapole {s less eignificent in the fresh
fruit trads, vhich 1s dominated by citrus, bananss, and applas,
World productiom 1s large (3.5 million M.T. in 1969) , but only
arousd 3 percent moves in internstional trade in 1its fresh form.
The remainder is consumod domestically or canned. Pincapple 1s
delicate, requiring grest care in handling, packing, and tauperature
aad humidity control. Trade mark-ups in most importing countries
are high, partlv dus to the high risks in importing; the result 1s to
make the fruit s luxury, Thers is also the general reluctance of
housewives to go to the trouble of preparing the fresh frutit for
consumption vhen camned pine pples are readily availeble at reasonsble
pricss. In fact, the canned Pinespple industry is so well established
that many consumers in the importing countries tezd to regard the
flavor of canned pinsapple as tha true flavor of the fruit, with
the result that the fresh fruit is not readily accapted. Consequently,
the import market for fresh pineapples in the United States and Westem
Burope i3 still relatively saall-=$12.6 willion in 1970.

The United States is still ocne of the esingle biggest
importers of fresh Pineappla, even though its imports declined
steadily from s high of almost 50,000 M.T. in 1958 to a low of
11,000 ¥.T. in 1967, During that time, U.S. imports of camed pinaspple
Tose spectacularly. Since 1967, the market for fresh pineapple
bas besn looking battsr, with imports almost doubling between 1967
and 1970. Fresh pinsapples are available 34 the U.S. market from
Hawgii sud Puerto Rico throughout the years:, sltncugh supplies ere
slightly shorter August through October /ad during J sauary and
February. Fresh pinsspples are also imported throughout rae year,
but imports peak during Jume. Maxico, still the msjor foreign
supplier (€0 perceat in 1970), ships primarily December through Juna.
Maxico has been losing its share of the market, howsvar, to othsr
suppliers such as Hoodurss (22 percent) and the Philippines (17
percent). Central Amsrican shipments occur primarily during May,
June, snd July. -

The EEC market for fresh pineapples is now larger than the
U.S. market, reaching 30,000 M.T. 1n 1970 for a valuye of over
$9 million. France accounted for over half of these EEC imports
and Germany for about one-fifth, Imports into the United Kingdom
wers slightly larger than German imports. This market has increased
in value 100 percent from 1966 to 1970, the same rate of growth
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undergone by the U.S. market. The Ruropean market, however, has
diffarent suppliers. Franze relies on its ex~colonies—tha Ivory
Cosst, Martinique, and Guinea (in that order); Garmany om the
Ivory Coast, Brazil, and Kenya; and the United Kingdom on its
ex-colonies-—~South Africa sud Kenya.

3) Avocados

World avocado trade is directed mainly toward Ruropesn
countries vhic: do not grow them. This trade has besn increasing
spsctacularly, Betwean 1966 and 1970, Western European avocado
imports increased more than 600 percent. In 1970, the EZEC coumtries
imported over 3,500 M.T. valued at soms $2 million. Frances accounted
for almost 90 percent of these imports (3,200 M.T.). snd
the United Kingdom are the other two major importers (300 M.T. and
2,900 M.T. in 1970, raspectively).

At present, Israel, South Africa, and Martinqus dominate
European market:. Israsl alcme supplies over 30 percamt of the U.K.
market, over half of the French market, and over 75 percemt of the
German market. The remainder of these markets is captured almost
completely by South Africa. The producticn ssasons in Isrsel and
South Africa are well synchronized; avocados are availsble in South
Africa from April to October, while Israeli bharvesting spans

October through May. This meshing of production seasouns effectively
eliminates ceasonal shortages in the European market. Other
suppliers are blocted,

Nor i3 there a se~sonal advantage to ba exploited -1 the
U.S, market. Supplies are available from domestic sources a'l year.
Shipments from California occur throughout the year and are supple-
manted by shipments from Florida July through March. U.S. production
levels doubled during the 1960's, mzking the United States the
world's largest avocado producer. U.S. imports dropped drastically
from almost 3,000 M.T. in 1960 to less than 100 M.T. ir 1961, Since
then, imports haws been gradcally rising and, in 1970, reached
approximately 500 M.T.—st11l nowhere nesar 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 Markat - 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



1970, the total import market for processed fruits and vegetables

in the United States and Weatern Europe wes worth slmost $1 billion
(Table 5-4). Imports of processed fruits and vegetables into the
United States vere each valued at s little over $100 million in 1970,
end sach vas growing at approximately the same rate during the

late sixties. The Westera European processed fruit market is approxi-
wately four times the eize of the U.S. market and ita processed
vegatsble market is three timas. European procsssed vegetable

imports have growm faster than fruit imports betvesn 1966 and 1970.
The rate at vhich imports of individual processed fruits and vegetables
Bave been growing varies videly, by commodit; and country, however.
Imports of some commodities have incressed over 100 parcent in only

3 years (1966-1970) —canned mixed fruit into the Common Market, the
Uited Kingdom, and the United States, for example, or Common Market
imports of tomato products, oushrooms, and asparagus, for another.

At the same time, imports of othar commoditiss, especially into the
United Xingdom, have actuvally decreased.

The individual commodities analyzed in this section
were eelected primarily becsuse there is a large and/or rapidly growing
external market for them—fruit juices, tomato products, and canned
pinsspple, for example. Because no cost of production data, factory
prica list, or even vholesale prices for Colombian processed fruite
and vegetables vers available, no attempt was made to evaluate
whether Colombia could compete in price in the externsl markets for
these commodities. This differs from our fresh fruit and vegetable
analysis.

Brief snalyses of the small external market for processed
tropical fruits (exotic fruits) and the market for frozen fruits and
vegatables ware included, the first because thess are products of
spacisl interest to Colombia and the second becauss an increasing
share of the fruits and vagetables consumed in the devaloped countries
ara being consumed in the frozen form.

Markets for processed fruits end vegetables may be more
complex than markets for the fresh product because they are characterized
by a great deal more product differentiation. Differences sterming
from the rav product itself are conpounded by added differences due
to preparation--canning, pickling, freezing, dehydration—as well as size
of containers and the deliberately contrived differences due to .
brand advertising. This analysis is further complicated by muletiple
end usera--households, mass feeding institutions, and industrial
users. These markets differ both in the structure of their marketing
.channels and in the nature of the goods demanded. Appropriate Previo
marketing strategies should be adapted to the particular market in us Paga
quastion. b

Blank
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Table 5-4--Value of markets for processed fruits and vegetables
in the United. States and Western Europeal/

H Value of Imports s
s 1966 3 1970 3 Changse
H ] t Total : ? : Total : : 3 :Total W,:
g $ EEC : U.K, : W. Europe : U.S. 3 EEC : U.K. :Pur
s million U.S. dollars percent ——weeecea
H
Processed fruite2/ 1176.3 175.4 351.7 68.3 280.0 154.6 434.6 100,3 59 -12 24 47
H
Pastes, pulps, jellfes : 8.2 7.4 15.7 4.3 10.9 6.4 17.3 6.5 33 =14 10 51
H
Fruits in syrup ¢106.1 136.2 242,3 36.8 141.8 115.9 257.6 58.7 34 -1 6 60
Pinsagples t 28.2 18.4 46.7 19,1 35.6 19.8 53.4 29,2 26 8 14 53
Oranges)/ t J3 11, 11.6 17.4 13.0 11.0 24.1 22,9 4,233 -3 108 32.
Mixsd fruitd/ t 1.1 5.0 6.0 0.6 15.4 14.6 30.0 2,1 1,300 192 400 250
H
Fruit juices t 53.6 23,2 76.8 7.2 107.6 24.3 131.9 12.3 101 L 72 71
Citrus juices t 27.0 17.8 44.8 2,0 60.1 17.5 77.7 2.4 122 - 2 73 20
H
.Frozen fruit t 0.8 2.6 3.5 ‘17.4 0.9 2.4 3.2 19.1 12 -8 -8 10
H
Processed vegetables3/:144.9 65,2 210.0 67.0 268.8 69.8 338.6 104.1 86 7 61 ss
t
Tomatoes & ] :
tomatc products t 19.2 35,8 34.9 16,9 38.9 38.6 77.6 24,5 103 8 41 43
Mushrooms 1 26,2 - 26.2 7.7 851.1 - 61.1 14.8 133 - 133 92
Asparagus t 18.0 1.8 19.8 - 3.2 1.3 37.5 0.8 101 -30 89 1
Peas t 13,9 0.2 14.1 0.5 19,5 0.3 19.8 2.0 40 S0 40 300
Olives t 11,9 - 0.9 12.8 28,7 18.5 0.8 19.2 38,6 55 =11 50 %
Pickled vegetables : 7.8 2.5 10.3 6.0 1.8 3.0 16.7 11,7 77 17 62 95
Sauces t 19,1 - 19.1 2.3 34,9 - 34,9 3.2 83 e« 83 3

.3
1/ United Kingdom, France, Germany, Netherlands, Belgium-Luxemburg, Italy.
2/ Excludes dried fruit.
3/ Includes mandarine oranges,
4/ Includes fruit cocktail and’ fruits for salade,
5/ Excludes drisd vegetables.




In gmeral, consumers purchase goods in small containers and
ara influenced by brand names. Consusers like products that are
faniliar to them in physical appearance as vell zs taste. They do not
alvays purchass top-quality products, however, and will buy goods of a
lover quality if they think they are gatting good value. Congumers,

Ty are not very good judges of quality and therefore must rely on
the reputation of a particular processor or retailer. This is one
Tsgson why advertised brands ara go strong at the consumer level.

Mass feeding institutions purchass in somevhat larger
contsicers. Brand names are less important to the institutional
buyers who ars professionals abls to Judze qualicy and velue.
Quality, hovever, is very important, especially with regard to
physical appearance, color, size, ind number of portions.

Industrial users buy in large volums, often in very large
coutainers such as barrels and drums. Quality is essential in this
market, although the quality characteristics may not be the same
as those for tha consumer markat. Physical appearance is often
less important than tha absance of extraneous msterial such as
seeds, cores, and insects. Brand name snd country of origin have
00 impact on industrial users.

Bacause of the distinctions in containers, sizes, and
quality charactaristics among the three markete, it would not be
praztical for s new processor to attempt to enter all three markets at
once. A more appropriate strategy would be to enter and hecome
established in one merket. Later, as production capabilities expand ,
other markets could ba entered in order to make usw of common agriculturai
and productive imputs. Because of its characteristics, the industrial
sarket would probably be the easiest market for s country like
Colombia to enter successfully and have the moat potential for
. continuing succesas.

However, it ie hard to determine exactly the size and promise
of each of these three markata. Trade data seldonm give any indication
vhether imports ars for direct consuwption, for institutions, or
for industrisl purposes. Occasionally commodity categories are
broken down by container size, with the larger aizes presumsbly going
to institutional and/or industrial users. In mo-t cases, ocne will
be unable to determine either the size of these markets or the
osture of their demsnd 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 gradss (both are included in the separate
appendix to the study on markets for processed fruits and vegetables).
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If more details about consumers' tastes and preferences ars desired,

they can be obtained through interviews with importers,

vholesalers,

retailers, and even consumers thexselves, and/or by getting samples
of the types of commodities various competitors already have

on the market.

However, knowing the basic
sufficient to successfully penetrate
markets for processed fruits and vege

"standard” container sizes and other de

standards and grades is not
the institutional and industrial
tables. Here, thare are no

mands may differ widely.

There seens to be no vay to get the type of detailad inforration
necessary to deiv=lop a successful €export program directed to these
terview importers and purchasing

types of final users other than to in

agents themselves, When information vas svail

sources on institutional and industri
and vegetables, 1t was included in th
analysis was beyond the scope of this

information is needed on (1) the size

able from secondary

8l users of procassed fruits

is enalysis. A further

report. Before any export
development program is inaugorated, however, much more detailed

and potential growth of the
mags feeding and industrial markets 1in each country for the more
izportant cormodities and (2) the nature of the commodities demandad.

a) Csnned Fruits and Vegetables

Canned fruits and vegetzbles are still the most important
category of processed fruits znd vegetables produced, traded, and

consumed, For example, during the late sixties. the
importad over 6,300 M.T. of frozen fruizs and vz

United Kingdom
getables; i:c csmmeg

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 wmoving in international

trade.

1. Touwe:o Products

Processed tomato products include
pseled vhole toratoes, and tomato Juice.

trade in tomato products is estimated

the principal outlet, Exports of tomato paste,
reached 350,000 M.T. in 1967, double the volume
Two countries, Italy end Portugal, account for

total volume of tomato paste entering

tomato concentrates,
The volume of international

to be around 600,000 3.7, abtour 20
percent of the world's output. For most of the tomato ranufacturing
countries, the United States for example, the domestic market is

international trade.

tite main trade item,
of the late fifties.
twvo-thirds of the

Italy



vas the single largest exporter of tomato paste until 1968, when it
-lost its leadership 2o Portugal. Both countries have geared their
industries to the axport market. World trade in preserved whole
‘tomatoes 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. Exporcs of tomato juice are aven smaller--50,000 M.T.
Per year. The Mediterranean countries es a group have doubled
thetr shipngnts since the end of the fifties and are now estimated
to account for about one-thizd of world tomato Juice exports.

The United Kingdom, United Ststes, and Canada are the
|ajor importers of tomato products. The United Kingdom 1s the biggaest
single importer of tomato paste, taking almost 64,000 M.T. or
roughly one-quarter of total world imports in 1970. U.K. imports
rose almost 50 parcent in the last decade, with the largest part
coming from Portugal. Germany is another large importer of tomato
paste (38,000 M.T. in 1966), with Italy 1irs aost important supplier.
U.8. imports of tomato paste and tomato sauce have fluctuated, but
vere at a remarkably high level of 70,000 M.T. in 1967 and 1968,
decreasing to 41,450 M.T, 1a 1970, Izports of preserved whole
tomatoes are c ncentrated in three countries——the United Xingdom,
United States, and Canada. The United Kingdom alone accounts for
more than 50 percent of these imports (almost 95,000 M.T. in 1970).
The United Kingdom is also the major importer of tomato Juice, ctaking
about half th: volume traded internationally (14,000 M.T.).

Puture zrade flows are difficult to predict. Export
availabilities during the next few Years seen likaly to remain at pre-
sent levels in Italy, but will likely increase in countries wirh
comparativaly new processing industries, including Portugal, Greece,
Spain, Tunisia, Yugoslavia, and Turkey as vell as Eastern European
countries, particulsry Bulgaria and Hungary. Most of these producing
countries hope o ship a substantial part of their additional supplies
to Western Europe; however, unless the market expands more favorably
than i{n the recent past, the amount of nroduct available for export
aight increase more rapidly than import demand and prices could drop.

As fer as imports into Western Europe are concerned,
Portugal, a very low-cost producer, seems to be in a favorable position
4t present. Other Mediterranean countries with relatively low labor -
snd cultivation costs aight also be able to compete profitably on
this market, however. The Italian industry would seem to be facing
serious difficulties since it has already lost considerable ground
in this market,
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Consumption of processed tomatoes will conqinu_{ :b'lh'creaue.
particularly in developing countries. However, it is unlikely
that trade opportunities will increase correspondingly, Io summary,
countries which wish to develop their tomato processing industries
essentially for export to the Western European or U.S. market ara
1likely to meet sharp competition,

11, Citrus Juice

The volume of citrus julce ooving in international trade
increased from 300,000 M.T. in 1960 to about S£0,000 M.T. in 1967
(single strength equivalent). Most of this growth wvas in concantrates;
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 is sold on the domestic
markst, In most citrus producing countries, however, domestic sales
are regarded only as a residusl outlet; Juice production is mainly
geared for export. ’

Orange juice is the most important citrus product;
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 ceuntries, mainly Israel.
However, exports incressed dramatically in 1967 (by almost 30 percent)
whea the Unicod Stares, afrer Tecevery in 1966, rearly doubled its
foreign sales. By the end of the sixties, the United States and
Israel vere supplying two-thirds of the world's exports of single
strength orange juice,

Concentrasted orange juice, however, is the most ixportant
item in internatiorzl citrus juice trade as far as value is concerned.,
Zxports have undergone alwost continuous expansion reaching almost
80,000 M.T. in 1968. This increase in trade originated mainly from
the eouthern hemisphere--Brazil, Argentina and South Africa. Brazil
alone expanded its shipments c*¢ orange concentrate (mainly frozen)
from 200 M.T, in 1962 to a record volume cf over 30,000 M.T. in 1968.

World trade in lemon juice, dominated by Italy, is stag-
nating (at around 5,000 M.T. per year). World exports of grapefruit
Juica in natural concsntration amount to 50 »000 M.T. and Israel and
the United States are the two major exporters. Mixtures of orange and



grapefruit juice are the major item in the international blended
Juice trade. They aze tradicionally traded as single strength, but
shipments have shown a marked dowmrard trend (from 15,000 ™.T. in
1960 to 4,000 M.T. 1n 1968). Exports of single strength lime jutce
Sre estimated to have reached 15,000 to 20,000 M.T. 1ia 1967, mainly
from Ghans, Mexico, aad Jamaica.

* Canads is the leading importer of citrus Juices (1S percent
of world imports of single strength juice and 30 parcent of imports of
concentrated juices in 1968). In 1968, it importod over 36,000 M.T.
of single strength juice, the ®=ajority orange juice (64 parcent)
followed by grapefruit Juice (27 percent). The bulk of ita supplies
coms from the United Ststes, but smaller quantities are also imported
from Brazil, British Honduras, and Jamaica.

In Rurope, the two main importing countries are ths United
Kingdom for single strength juice (almost 27,000 M.T. 1in 1970, over
half of which wvas orange and slmost 30 percent grapafruit) and
Garmany for concentrates. The United Kingdom has increased its
imports of both single strength and concentrated Juice 1in recent
years sfter a temporary reduction in the early sixties. Israel,
the major supplier, supplies over half of the single etrength orangs
Juice, one-third of the orange concentrates, and half of the grape~
fruit juice entering the United Kingdom.

Tha United States, which hald about 50 percent of the
Cerman market for .itrus concentrates In thLe early sixties, has lost
considerable ground to other suppliers, especially Brazil, which has
now bacome the principal supplier. GCerman imports of single strength
orange juice have also increased, primarily from Israsl and Gresce.
U.S. imports of citrus concentrate (mainly orange) increased to over
9,000 gallons in 1964, dropping back to 2,000-3,000 gallons for
the naxt 3 years. Then in 1968, the reduced 1967-68 pack resulted
in a massive expansion of orangs concentrate imports {to over 17,000
gallons) again dropping back drastically the next year (to 6,000 gallons
in 1969). Since 1966, more than 90 percent of the U.S. izports have
come from Brazil, replacing Mexico, which had been the traditional
supplier.

Despite the strong competition from soft drinks, consumption
of citrus juices has risen faster in the last few years than con- )
suzmption of fresh citrus fruit., Processed citrus products are consumed
_overvheluingly in developed countries. Developing countries account
for only about 3 percent of total world consumption. The bulk
of citrus products (more than four-fifths) 1s also consumed in
devaloped producing countries, above all the United States, and only
about 15 percent is consumad in daveloped importing countries. as
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far as consumption in iwporting countries ie concerned, above

average increases in demand are expected in Northwestern Europe and
ia Canada. FAO (Food and Agriculture Organization) has projected
that aggregate imports into thess countries would almost double bde-
tvean 1970 and 1980, from 1.6 to 3 million M.T. of fresh fruit
equivalent. Countries vhere demand has grown considersbly include the
Netherlands, Denmark, Sweden, Germany, and the United Kingdom,
although per capita consumption levels ers still much lower than
levels in the Upited Ststes.

However, export supplies are 1likely to expand considerably
&lso. 1In Brazil, the rapidly expanding industry is gesred to the
expcrt market. It is also doubtful vhether U,S. consumption
can be pushed to such a levei that the total expected increase in
output could be absorbed by the domestic market; the same holds trus
for Jspan. Thus, increased marketing must be expected from these
countries, and their exports will compete with exports from the
Mediterranesan area and the Republic of South Africa. Supplies to
the processing industry in these latter areas are still largely a
residual item; they stabilize the fresh fruit market and utilize fruic
Dot meeting export standards. If larger suppiies are marketed,
Prices will tend to fall, msking it harder for new suppliers to
enter the markat. It will also be difficult for those suppliers to
compete vhose industries were established in order to process fruit
left over from the fresh market. U.S. exports will be very competitive
becsuse of the size of the U.S. industry, its fZaancial pover, and

its efficient organization. Clearly, competition in the internstional
Julce =ertet will dacome mich sharper,

111. Pineapple

World output of canned pineapple increased by 34 percent
during the 1960's {‘rom 503,000 M.T. in 1960 to 674,000 M. T, 4n 1969) .
The United States (Eavaii) was the largest produzer of canned
pineapple, accounting for 46 percent of the estimated output in 1969.
Taivan (14 percent), Malaysia (10 parcent), FPhilippines (9 percent),
and South Africa and Australia (approximately 5 percant each) zre
the other major prcducing countzies. Industries in this latter group
of countries produce pPrimarily for export.

Almost 60 percent of tie total output enters world trade
(387,000 M.T. in 1969-70). 1In 1969-70, over half of the world's
exports vers divided among four countries: Taivan (19 percent),
Malaysia (15 parcent), the Philippines (15 percent) and South Africa
(10 percent). The U.S. share of the markat dropped drastically
from 19 percent in 1962-63 to 6 percent in 1969-70.



By 1989-70, the United States supplanted Germany as the
major importer of canned pineapple (taking almost 30 percent of
world imports). Germany was the second major importer followed by
Japrn end the United Kingdom (approximately 16 percent each).
Tog “ther, these four countries account for over three-fourths of the
woi'd's imports of canned Pineapple. Other important markets include
Cansda, France, the Netherlaads, snd Belgium. Taiwvan has supplanted
the United States as the major supplier of the West German markeg
(3% perceat in 1965-70). It is also the major supplier of the Japanese
market and second only recently to the Philippines as a supplier of
the U.8. msrket. Malaysia and South Africa each account for about one-
third of tho U.K. merket. The stiff compatition charactariging this
market during the sixties will probably continue as more countries
begin to produce canned pineapple and as treda in competing fruits,
especially canned paaches, expands.

iv. Rxotic Fruit Products

A ready market for tropical fruit products does not axist
outside of the developing countries theaselves. As in the case bf
fresh tropical fruits, thess products are not well knewn to U.S.
or European consumers. Nor do exotic fruit products necessarily
have good salea prospects in these export farkets, aven though they
®may enjoy great popularity at homa, Tastes d{ffer considerably. For
exazple, the taste for highly sweetaned products which {s charactetistie
of many developing countries ia far less pronounced in European
countries. Included in thie tatecgory are products manufactutred €rom
Bangoas, papayas, guavus, pussion fruit, luloe, lychess, and mangoateens.
The principel products manufactured from such exotic fruits ate: (1)
Jams, marmalades, and jellies; (2) fruits in syrup; and (3) fruit
Juices, syrups, and nectars,

The prin-ipal Furopuan market for exotie fruit products
is the United King-om, owing probably to its large {iemigrant pop-
ulation. Any future development in consumption ia likely to take
place among the "British" consuners, however, since the immigrant
market appears to be nearing saturation. Most exotic fruit products
now imported into the United Kingdom are ready to consume, and the
bulk goes to the retail trada. Approximately 4,000 M.T. of ready-to-
consune products are imported each year a.l 850 M.T. of brined
mangoes (for making chutney) could be used i1f supplies were available.
Over three-fourths of these imports consist of fruits canned in ayrup;
lychees lead the list, followed by tropical fruit salsd, guavas,
and mangoes. The market is supplied by ralatively few countries~-India,
- Commonwealth Caribbean countries (primarily Jamaica), Australie; and
South Africa.
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Officiallv published trade data on imports of exotic fruit
products are so meager that it is impossible to determine past trends
in demand or predfet future prospects statistically. Moreover, for
some markets, published data is so limited that one is uanble to
even determine with any accuracy the dimensions of the existing market.
Therefore heavy reliance muat be placed on information supplied by
the trade. For exasple;, .ccording to U.X. importers, the pProspects
for increasing imports of exotic fruite in syrup ars generally good,
although.they see no great spurt in demand; nor do they see their
Job of merchandising becoming sny easier.

Garmany is the principal European importer of axotic
fruit products for reprocessing, with the exception of sangoes in
brine which are imported on a large scale by the United Kingdom.
Since such products have only recently come into commarcial use, quan-
tities required by industry are still small. Passion fruit juice 1s
in cost demand. Annual requirements are estimatad et about 40,000
iwperial gallons, and the trend is slovly increesing. The Juice goes
into the manufacture of fruit drinks and lemonades, and two
firme are using it to manufacture a liquaur. So far, sufficient
supplies have been available fiom a dosen countries, Demand 1a
also growing for fruits canned in syrup for direct consumption, with
lychees leading the list, followed by mangomns, loquats, tropical
fruit cocktail, and guavas. As in ths Unitad Kingdom, prospects in
Cefmany are best for high quality fruits in syrup, while sales of
nectars, jams, and jellies, (vhich are small non) show little promisa.

Thé sma’l but wealthy Suiss rsrket cou:id absorb increasing
quantities of exotic fruit producte, espscially fruits in syrup,
but presgnt consumption is very small., The Netherlands market ie
even sofdler and unpromiaing. However, since a considerable proportion
of the qfic fruit products presently on sale in Europe are imported
fron d¢ loped countries (South Africs and the United States), there
would ar to be an opportunity for developing countries to increase
their q;: of these markets.

“,_The U.S. market is undoubtedly as large or larger than the

UK, marjsdt, but trade data is so meager that actual dimensions of the
market a¥e unclear. Although exotic fruits are imported in ready-to-
consume form. a major share enters as Fruit pastes and pulp, much
of it tofbe used for further processing. For éexample, alnost 3,000
M.T. of Quava, mango, and Papaya pastes and pulps worth $600,000
fio.b. entered the United States in 1970. Horeover, this rarket
appears :to have grown quite rapidly, increasing by over 250 percent
between 1966 and 1970. Ioports of exotic fruit jellies and jams
were much smalier, only 40 M.T. valued at less than $16,000. Latin
American countries have been the major supplier of thisg market,
:;though some supplies have also been obtainad from India and South

tica.



V. .Canned Vegetables

The tost important processed vegeratle irems (other than
Z<rite products) are canned vegetables, scups and sauces, pickles,
arnd chutney. Canned vegetables, however, are the onliy items
traded in subsrantial quantities, Trade in scup, sauces, and pickles
i{s generally limited to a few specialty Items, with most countries

prodgefy VARIf¥cun requirements. ;,:‘.,"‘t%‘EPmmFW-‘ peag . .qnd beans

are OMROUAAEIFVeRdtIBRITY AT FY y;Anyinternational -
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Taival(® otP'the e!"haxfﬂ,‘ 15 'szi1l the major UuS} suppli®r. The
United® stidted’ 157 'igi"g'e,ia,nd growing. nazkey {over:ll:M.T. in 1970,

valued at alma&"%l%"ﬁillfﬁ’h)". The penetration of the U.S. market
by Tai.yi;. ;gsg%ieﬁgis%:‘gz:fmg,_with a rise from zero in 1960 to
aloost 16K, 17 In 19707 d- ar. glmost $13 millioa, or owver ‘80 -
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g g, UeS; a0d Buropean import market for canmed asparagus
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asparquﬁ\s{_—{eg‘;’aec_ially ‘the ‘'ynite variety-—from the United States.

But Ta_i_uag_'; fwhqpe white asparagus produation did not-even begin
until 1963, has gdramatically .taken-control, capturing over 60
percent of the market by 1966 -(over 23 M,T. valued at sowe $15°
mi1lion)’ and over ‘90, percent by 1970 (56 M.T. valued ae $58 million).

Europeap, imports af canned peas and beans, although large
(over $40 million in 1970), are supplied primarily by neighboring
countries. ,U.S. imports of--canned peas, although smaller than Europesan
izports _§$2'm1111¢m ip '1970), increased threefold during the’
late sixgiep and, are_sppplied by the Domifican Republic. U’S., im-
ports of ‘canned beans, although growing, are miniscule (less 'than

$200,000) .. .

2

b) . Frozen Fruits and Vegetabler -

t

[ Y S R ) . .
. - Caosumption of frozen fruits and Vegetables has expanded
rapidly over .the ‘last decade-in the United States. A simflar. trend
is expected ‘in Europe. The raral walome f Teeemo_ . o

3]

the lare sixties was equal to vnly 20 percent of U.S. consumption.
YERE®TYs a wide variatlon e pok spéts;gonsmpn e B ol
TEERRAT i ol .ﬁﬂfh W E{é?f& :Eg @abggei?,}’gﬁ:.kiipgt%#&' perso
iz yedr TRHVRITE A dedee "?“;-ﬁ 86 tR 4-bsin-the: Dnlrad Kirixon,
2%@1&1"@&%&,,‘%\&{”&’8 h Efance. ..T)e_{pportatce; of fred toand
regeeablestis s’ 1§§3° ., EHE tnzan foods.daqustry alev dirfers -t
considérably” frow Ofip. Golntry to snather, going-from. 10+ perceht in
Norwiy to 45 percept.'in the United Kingdom, 50 percent in Germany,
and 55 percent in 17.'“{‘,‘?5'.%4 i ey s Lo . a7 - L

Frozen véé?t%ﬁlgﬁ}conaumed,in Europe are mainly peas and"
spinach, followed byag'ghch beans, brussel sprouts, an¢ broccolf.

In the United‘Klngdoq,npgag account fpr 70 percent of frozea vege-
table sales while, in Germany, spinach makes up 65 percent. Frozen
vegetables are tendingﬁ;p‘lpse a part of the market already in many
European countries due.t9, marker saturation by -the leading products,
and to good supplies of; fresh vegetables at competitive prices,
Prozen fruit is still a:relatively small line in cost European markets.
Prices tend to be high rglative to canhed -and fresh fruit, and b
Buropean markets are Hei}qsupplied.vith fresh fruit throughout the
year., As a result, consugption is rising only slowly. The moat
popular fruits are strawberries, raspberries, and blueberries, '
which share a relatively short season and a short 'shelf-life" as
fresh products. I T .

In the United Ststes; the major froze: vegetcbles consumed
are potatoes and potato products, peas, corn, snap beans, and
broccoli, in that srder. BerrieS-s::auberr:es,'Llueberries-;andA'
citrus juices are the most important frozen fruits*ct_msumed. ‘

Reasons why European frozen food consurption has not yet
réached American levels are the prevailing distribution pattern,
lower purchasing pcwer, and the rather traditional attitude of
consumers towvards irnovations. However, positive factors are the
creation of an image of high quality, freshness, and preparation
convenience. Emergence of supermarkets and self-sefvﬁce stores
are also pocitive factors. Another is the expausion of the catering
sector (rescaurants,'canteens) as a major consumer of frozen foods.

. An important side effect of increases in supplies of frozen
fruits and vegetables could be a decrease in the consuzption of
fresh and/or canned produce. The rapid growth in the demand for
frozen products in the United States was at the expense of fresh
fruit and vegetables, vhile the consumption of canned produce remained
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relatively stable like total fruit and vegeteble consurption, 1In
Eurecpean countries, competition between certain tvpes of {rozen
fruit and vegetables and fresh "off-geason" products may be expected
in the future, particularly 1if fresh produce could be offered on

the market at substantially lower pricea. Here, this competition
might be at the expense of the frozen product.

In most European countries, the consumer retail narket is
the most important outlet for frozen foods, but 1t 1s anticipated
that, during the 1970's, there will be a very substantial increase in
sales to institutional markets. These markets will 8rov more rapidly
than retail sales in at least some of the mora developed countries.
In addition to sales for direct consumption, there is a growing
business in frozen products for processing by a variety of food
manufactures——for soft drinks, preserves, canning, bakery goods,
soups, prepared meals, and yoghurt, for example. Similar trends
are already underway in the United States and are expected to continus.

The market €or frozen foods in Europe is dominated by a
fev large monufacturers. 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 approxirmately 50 percent of total
frozen food imports by Western European countries in 1966-67.
Because imports are small, trade data is deficient, making it difficule
to analyze nresent trade patterns, let alone project future patterns.,
The two heaviest importers of frozen vegetables are the United Kingdom
(52,500 H.T. in 1567) , and Germauy (11,500 1,71.) followed by Belgiim,
France, and Italy, Imports into the United Kingdon 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 Africe, with the bulk of
other frozen vegetatle irports coming from Canada and the United States.
Germany imports primarily peas and spinach; France imports primarily
spinach; and Italy peass.

The United Kingdom is alro a major importer of frozen
fruit and fruit juices (6,600 M.T.), followed by Sweden (4,500
M.T.), the Netherlands (3,100 M.T.), Germany (2,900 M.T.), and
Prance (2,500 M.T.). U.K. isports are mainly in bulk, non-
sveetened form from the Netherlands and Eastern Europe. German
frozen fruit imports are mainly in fruit or puree form for further
processing by jam and fruit Juice manufacturers. Cerman imports
come largely from Eastern Europe while French imports are chiefly
from Yugoslavia, Morocco, and the Netherlands,

«2l-

There is much less concentration in the y,s, market for frozen
frults and vegetables; in 1967 the four largest freezers accounted
for lcss than a quarter of total production. The only frozen fruits
and vegetables imported into the United States in any quantity are
strewberries and blueberries. Strawberry imports are large and
groving. 1In 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 M.T.
ebove the level a year earlier and over 8 times the quantity im-
ported in 1956, Over 95 percent of these imports came from Mexico.
Imports of frozen blueberries although fluctuating vere back up to
5,000 M.T. Close to 90 percent of these imports came from Canada,
with Poland supplying most of the remainder,

3) Latin American Markets

Markets in Latin America may also hold some potential for
Colombian cxports of fresh and processed fruits and vegetables.
The market is st{ll small, however, only about one-third the size
of the U.S, market. 1In 1967, all Letin 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
Tregulations, the cost of entering this market per dollar of potentia.
sales 13 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 incon2 classes or the
tourist trade.

Nevertheless, snve 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 transpertation faciliries.

A more detailed analysis was nade 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 ovar 3 years earlier.
Imports of fresh fruit, primarily temperate fruit, were the largest
market——glmost $44 million in 1969.

Apples ware by far the most ieportant fresh fruit imported,
accounting for over 60 percent of the total value of fresh fruit
imports (118,000 M.T. 1in 1969). Braszil was the most important



Table 5-6--Import dezund for selected fruits, vegetables and related products
Table 5-5--Value of combined import market for selected fruits, vegetables and in seven Latin ADerican countries, 1969
Telated products in seven Latin Amerfcan countriesl/
H Imports
3 Value of Imports s Commodity H ¢ Netherland : H : Trinidad ;.
s 1966 2 1969 H Change :_Brazil : Ecuador : Antilles : Panama : Peru : & Tobago : Venezuela
t==———- nillion U.S. $ percent B metric tons
Fresh fruic H 24.7 43.8 77 Fresh fruit :147,541 340 — 2,717 903 1,553 13,792
H H
Apples : 15.2 27.5 81 Apples :113,926 — 841 1,664 776 875 —
Pears H 3.6 7.0 94 Peara t 21,486 — 128 274 110 — 5,165
Grapes t 3.6 5.5 53 Grapes T 2,656 340 91 364 —e—ee 102 2,147
Processed fruir : 6.5 6.8 S Processed :
H 1.7 37 fruie s 1,409 So— 3,466 2,739 —meee 3,085 6,846
Fruits in syrup H 2.7 . - H
FPruit pastes, pulps : 2,0 2.7 35 Fruits in .
Pruit juices : 1.1 1.6 45 syrup H 957 9 20 1,083 209 584 1,514
H Pruit Pastes,:
Fresh vegetables : 7.8 8.9 14 pulp : 63 14 237 839 20 596 5,200
: Fruit juices : 3is1 15 2,450 689 1 1,808 5
Garlic H 5.9 6.2 5 :
Onfon N 1.0 1.3 30 Presh : .
: vegetables : 19,200 — 3,315 2,097 o 6,170 1,678
Dxied beans, pear, : :
lentils : 14.6 15.1 3 Garlic : 14,928 — 52 297 e 552 4
H Onions : 4,270 — 1,121 1,609 — 3,623 898
Processed vegatables : 4.7 4.5 -4 Deted :
Tomaro products H 0.6 0.3 -50 vegetablesl/ : 14,163 72 509 4,099 8,716 7,506 39,094
1/ Brazil, Ecuador, Netherland Antilles, Panams, Peru, Trinided and Tobago, Processed .
Venezuels. vegetables : 193 291 2,615 1,455 200 601 3,582
Tomato H
products : 6 183 443 37 17 234 14
Dehydrated :
vegatables ; 70 — —— 30 76 13 291
Peas & beans : 38 — —— 448 30 16 1,254

1/ Prinarily dried peas, beans and lentils,



zarket, accounting for 95 parcent of all apple imports. Imports

of peara were second in importance (over 27,000 M.T. worth almost $7
wmillion), and grapes third (over 14,000 M.T. worth over $5 million).
Brazil again was the major importer of both pears (21,500 M.T.)

and grapes (6,000 M.T.). Argentina is Brazil's major supplier

of all three of these fruits, Because it is e neighbor, Colombia
might 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 grapes imports--a market which totaled

§1.5 million. The United States is also the major supplier of grapes
te the Netherland Antilles, Trinidad and Tobago, and Panama, while
Chile is tt> major supplier of apples, pears, and grapes to

Peru and grapes to Ecuador.

The United States has, in fact, built up a lucrative market
for its exports of fresh fruits and vegetables to Latin America,
siming 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,
welons, 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 America.

There 13 no reason vhy othar Latin American countries such
28 Colombia should not be able to take over some of these markets.
Horeover, there is every reason to expact that the importers them-
szives will try tz previde more of their own requirements for fraeh
produce, especially vegatables. Many fruit and vegetable production
projects are certain to be funded; how successful they will be
is another question. Still, Brazil, Venezuela, and the letherland
Antilles, for different reasons, may continue their impores.

The s=con] most lucrative import markec appears to be for
dried vegetables, particularly dried beans. peas, chick peas, and
lentils., The seven countries analyzed imported over 74,000 M.T.
of dried pulses in 1969 valued at over $15 million. Five of these
countries imported over $1 million worth each (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 froa
8 wide variety of sources. The United States, Argentina, and Chile
vere major suppliers of these markets, but substantial supplies also
came from Mexico, France, the United Kingdom, Spain, Portugal, Romania,
Morocco, and Canada.

This macket tends to be forgotten because beans are usually
thought of as having a low or even negative income elasticicy,
meaning that bean consuxption does not increase rapidly with income
growth and in fact may decline. Income clasticities are not
really constant, however, but can be positive at low levels of
ixcome, zero at middle levels, and negative at higher levels. 1If
the mags 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 Programs to more equally distridute
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 hag kept reasonable Pace with demand.

The mark;t for processed fruits and vegetables is smaller,
more complicated, and probably lesa pronising. Impores of proceassad

only $100,000 more than was imported 3 years earlier. Altkough the
market for dried pulses is by no means homogeneous, the processed
fruit and vegetable mnarket includes uany wmore cormodities and many
methods of Preparation--canning, Pickling, freezing, and Juicing.

The nmajor catezories of imports are: fruits in syrup, fruit pastes
and pulps, fruit Jjuices, canned vegetables, dehydrated vegetables,
and tomato producte. Within these major categories exist a wyriad
of prefersnces for certain commodities (peas raiher than corn, for
example, or peaches rather than fruit salad), certain varieties,

<an sizcs, dagrae. of Swasincss, and braznd nzme3. The United

States and Western European countries supply the 1lion's share of
these markets at Prasent. Imrorts of processed fruits and vegstables
by the seven have grown relatively slovly, (less than 1 percent per
year) perhaps as a result of individual country policies to encourage
the devleopment of domestic food Processing industrics.

Of course this market is segmanted as is the market for
processed fruitg and vegetables in the developed countries, Again
the natural tendency 1s to think primarily or producing for the
retail market for households. Yet, as in the Geveloped countries tha
institutional or mass feeding markets or even the industrial mari ot
may be more attractive alternatives. For exacple, a U.S. trade
promotion team found particular interest in institutional type
food products in severil Caribbean Darkets, especially portion
control items, and also in bulk food items for further processing,
In deviaing strategies to exploit the nearby Latin American markets,



Colombia nust continually keep in mind that most of these countrfes
are equally interested in processing their owm food prodicts,
decreasing imports and increasing exports. Supplying bulk semi-
proceseed products for further Processing may be one way of entering
these highly protected markets with a product which sti1}] captures
sone 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 o- the processed vegetable market ($8.9 million in 1969)
and has growvn more rapidly than either~-—4.5 percent per year. The

biggest imports within this group are of garlic (almost 16,000 M.T.
" 1in 1969 worth over $6 million) and onions (11,500 M.T. in 1969 worth
$1.3 millfon). 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
onions.

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 approxirmately $1.5 billion of sugar,
$1.3 billion of it from developing countries. The sugar market is
cne of the =mcet astracsive =2rkete fcr agricultu-al products that
the less-developed countries have in the developed countries; it
is third only to coffee and fruits and vegetables in value, and it
grevw 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
vill sti{1l account for two~thirds o5t 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 mtllion M.T. during the decade, increasing Japan's share of world

net {mports from about 12 percent to 15 percent. Based on 1970
policies, U.S. net imports will increase by a&lmost half a million
M.T., but its share of the vorld total will decline s1ightly from

30 to 29 percen*. Trade within the EEC will increase largely
because of the increased requirements of Italy, but there will be

& 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 developirg countries fs due zainly to an
increase of 700,000 M.T. into Asia and tke Far East (Pakistan,
Indonesia, Ceylon, Republic of Vietnam, and Korea).

Shifts will also occur in the pattern of exports. Aus-
tralia and South Africa (the two developed country cane sugar
producers) will increase their shares, along with Brazil, Mexico,
the Philippines, Colombia, and tha African exporters as a group.
FAO predicts a decrease in Cuba's share of the world export markat
(although 1t will remain the largest exporter). Taiwan, Peru,
the Commonwealth eéxporters in the Caribbesn, and the Eastern European,
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 Tely
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 assumcd that 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 1g complicated
by the fact that domestic sugar production in many of the major
importers is more a question of politics than economics. Developing
country rarkets are even less promising, howvever, 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 addy up to a slight deficit by 1980 (270 thousand
M.T.). Although such 2 deficit 15 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 slight surplus for 1975,



Table 5-7--Import demand for sugar

Actual t___Projected

* Actual Projected
1964-66 H

Im orters : _1954-66 ; 1970 : 1980 : Importers H s 1970 : 1980
je===——==- thousand M,T. ———c_; : —~ thousand N.T, ———cneuu

World : 16,354 19,268 22,135 : Develogin' 3 4,000 4,434 5,457
: : :

Daveloped s 12,394 14,834 16,678 ; Africa H 1159 1,228 1,267
: H L

Worth Americs : 5,001 5,902 6,545 : Morocco H 356 333 302

g s Algerias : 205 251 330
United States : 4,232 4,968 5,432 : :

Canada : 769 934 1,113 : Latin America H 259 249 226
: $ :

Western Eurcpe H 4,058 4,146 4,288 : Near East : +480 1,318 1,511
: H H

REC : 580 465 870 : Iran : 395 158 134

United Kingdom : 2,179 2,246 2,268 : Iraq 3 285 3so 427
: : L

Oceania 3 126 152 183 ; Asia & Yar Bast g 928 1,378 2,114
: 3 :

Others H 1,738 2,424 3,485 ; Malaysia H 262 249 295

: H Ceylon H 252 310 435
Japan H 1,636 2,271 3,288 : H

. H : Cceania 3 33 45 56
USSR, BEasterm Burope: 1,471 2,210 2,177 ; ]
H H Asiagn Centrally H

USSR : 1,310 1,776 1,536 ; ?lanned L 141 216 283
3 H 3




The accuracy of this most recant outlook depends on the validity of

tvo FAO assumptions: (1) existing government policies will remain the

sane and (2) the International Sugar Agreement will maintain prices
reascnably stable in the residual world market. Changes in either
one of these conditions could invalidate FAO's supply projections
and, io turn, its trade projections.

Although unlikely, aajor importers could liberalize their
existing errangements for importing sugar. Such a move would result
in increased imports as -JnSuBers try to purchase sugar from cheaper

: 80uTCes end as & resul., a number of domestic producers g0oing out
of business or switching to other crops because thay can no longer
compete with imports.

Sevaral studies have tried to quantify the benefits of
4 move toward freer world trade in Susar, or what is the opposite
!side of the same coin, the costs of existing restrictions. In the
},Unitcd States alone, according to D. Gale Johnson, the present
’luur Program imposes an additional cost of approximately $1
tbillion on consumers and taxpaysrs. This is against $700 million in
cash receipts from domestic sugarcane and sugar beet production
{1a 1970.7/

In an earlier study, Harry Johnson tried to calculate
!th. gains to both developing and developed countries if s policy of

ifrea sugar trade vere adopted.8/ By substituting imports fur protected

ldomestic production (allowing for price changes due to the free trade),
f

;the =ajcr Yeszern protactioniet countries would rave saved real
‘Tesources worth $319 million {n 1959 according to Johnson. The
additional export sarnings of the exporting coumtries due to this )
substitution would have been worth $67.5 million making an estimated
oet benefit of nearly $120 million., 1If the drop in price due to
free trade Increaged consumption, the gaina would be even larger.

Johnson argues that 3ugar inport protection policies
waste resources snd reduce earnirgs of the devaloping countries
that have a compcrative advantage in sugar production. Although
logical, these aArguments are unlikely to be heeded by the major
protectioniat countries unless they feel they have something to
gsain from dropping their Protectionist measures (such as increasing

3/ D. Gale Johnson, "Comparative Adventage and U.S. Exports
end Imports of Farm Products," Paper prepared for National Agri-
cultural Outlook Conference, VWashington, D.C., February 23, 1972,

8/ Barry G. Johnson, Economic Policies Toward Less Develo
Countries. Washington, D.C.: The Brookings Institution, 1967, pp.

7-266 based on data taken from R. H. Snape, "Soms Effects of
Protection in the World Suger Industry,” Economica, Vol. 30, {Fedb.
1963), pp. 63-73.

exports of other comuodities, a possibility which the
is beginning to think about), They would also have to
progranms to help their existing domestic producers adj

United States
have adequate
ust,

For the past several decades the international sugar
market has been characterized by imbalance betwveen supply and
demand. There were long periods of €xcess production, interspersed
with chort spells of deficits and sharp price advances. The latter,

in turn, tended to induce overexpansion of output, which led to
the surplus phases.

One source of this instability is the series of preferentia}
arrangements which divide the marl:et into Separate orbits, Por
example, the U.S, Sugar Act dating back to the
production through 2 complex quota system; imports under quotas
are adwmitted at prices close to the sheltered domestic level,
Likevise, exports by Commonvealth producers to the United Kingdom
are regulated by the Cormonwealth Sugar Agreement. In fact,

more than half of the world's sugar moving in international trada
Woves under some such arrangement .

An sttempt was made ip 1954 to bring trade on the residual
"free" parket under some controls through an international agreement,
This Agreemen: dissolved tn 1961 bye vas reinstated in 1968,
making icg projecziona, FAO assumed that this Agreement would remain
in effect and be able to maintain Prices reasonably stable in the
residual wvorld mar'et at around the real equivalnot of 9 cents
pPer kilograa. However, snother phase of ghortfalls in production
and price rises on the "fres" markat have occurred since FAO's 1919
Projactions were made, This, of course, has enccuraped speculation
that the cycle has begun again, with the next phasa of overproduction
and depressed prices aboutr to begin. If so0, tha world sugar markst
in 1980 could look much different than the forecaste,

remaing vo be seen. There are significane differences between

now and then, hovever, that make 1t improbable that there will be
ths same voaction. Firse, the ¢ years of disaster prices folloving
the overu:pansion after the earlier shortage will ncs be easily
forgotten. Second, even though Cuba®
exhibit iarge year-to-year fluctuatio
ahrinkage in the country's outpu:
offsetting expansion elsevhere, no longer exists. Third, the

The Agreelnent.
through impoaing quotas, controls members' fres markez exporta,

thus greatly reducing incentives for expanding output in order to

thirties controls domestie



compste on foreign mdgkets.’, It also insures izporting members adequzcte
supplies at predetermined prices, should world quotations exceed these
prices. These provisions were desipned to prevent the unrestrained
competition for additional export markets which was an important factor
in the large expansion of production in the sixties. Negotiations are
now underwsy to comtinue the agrecment beyond its current expiration

date of December 1973. An agreem .t will probably be signed, but whether
membars vill sgree to sccept some form of import quotss and supply price
committments vhile world market prices are so high remains to be seen.

St1ll other factors contributing to s 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 countries
theaselves,

The highly-regulated U.S. market remains the most important
outlet for Colombian sugar. The smsount of sugar that can be marketed in
the United States each calendar year is fixed by the Secretary of Agriculture
sccording to estimated needs. By controlling thr amount of sugar marketed,
the United States has maintained a domestic sugsr price wvhich fluctuates
only moderately and exceeds the world free market price most of the time.
This fixsd markst is then allocsted to the four domestic sugar production
areas and to foreign countries in the form of quotas. The quota syster gives
foreign countries the same premium receivad 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. sugsr requirements have ranged around 10 million metzic
tons (11 million short tons). About S5 percent has been imported, even though
the quota system has reserved up to 62 percent of the market for domestic
producers since 1966. Uhen domestic producers fall short of their quotas
(primarily Puerto Rico), their allocations are redistributed accoxrding to
formula to foreign countries. Participating in this redistribution is cne
vay Colombia can increase exports beyond its basic quota.

Vhatever tonage remains after U.S. producers, the Phillippines
and Ireland receive their fixed shares is allocated to 33 foreign countries
according to percentage quotas. This has been about 3 million metric tons
(one third the total U.S. market) recently. Cuba's share vas 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 resuned.
Since Latin American countries, including Colombia, have the largest percentage
of quotss, they have henefited most from the

Vhether the U.S. sugar market remains attractive in 1980 depends on
prevailing U.S. policies. For example, 1f sugar Tequirements in 1980 were to
reach 11.3 =oillion M.T. (12.5 million short toms) (an annual growth rate of
1 percent), the new South Texas cane quota vas in effect, the mainland areas

reduced and reapportioned Cuban quota.
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" Colozbiar producers.

received 65 percent of market growth, umd ac beet
donestic share of the market would {ncrease to 58.4 percent (Tatle 5-8).

The last three columns show market shares that would prevail {f pre-

sent percentage quotas were In ctfect but the forcign market share vas

rsised by 5, 10 and 15 percentage points. If Cuba were reinststed as a

U.S. supplier in 1980, the foreign quotas other than Cuba and the Phillippines
would be reduced substantially. The United Ststes would have to increase

the percentage supplied by imports 10 percent to avoid such reductions.

area was deficit, the

' U.S. sugar legislation expires in 1974. The United States seems
unlikely to eliminate all regulstion of this market, but some liberslizstion

such as reducing or eliminating its sugar tariff while retaining its quota
system have been recommended.

¢. Tropical Hardwoods
Forest products are the saventh most irportant 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 incressed

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 estimatas thst
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 «ll wood products but
the Jemand for "tropical hsrdwoods" that is of major interest to
World consumption of “ropicel hardwood in-
creased 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 compared 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
‘Australia are the principal inporters of tronical hardwoods. Forea
Taiwvan, Singapore, and Israel also import significant quantities, '
but re-export most of it in processed form.

By the mid-1962's Japan had become the largest iaporter,
accounting for 40 percent of the consumption by the four principal
importers. However, a little more than a half a million cubic
meters (in log equivalent) of 1ts 10 miliion cubic meter irports
of tropical hardwood logs was exported as plywood. Western Europe



Table S-8:

Final adjusted continental U.S. quotas, 1970-72
under various ll‘"..]'!t'nﬂll/

(1,000 ghort tons, rev valus)

» »ith projections for 1980

1 g : Projected 1980 assuming=
Producing srea 1 Actual 3 Estimate B Increased forcle share
3 1970 1971 : 1972 2! 3 Mo change : 8 perceat : 10 parceat 1 18 percent
3
Domsetic: t .
Sugarbeet arsesses...1 3,597 3,406 3,500 4,023 3,626 3,226 2,827
Mainland cane seet 1,308 1,256 1,678 1,768 1,594 1,424 1,253
South Teuas 100 100 100 100
Bawaig..... ot 1,148 1,110 1,218 1,110 1,053 1,000 943
Pusrto Ri€0..eeeasaast 360 150 208 ano 300 300 300
t
Total, domestic.....: 6,410 5,922 6,601 7,300 6,673 6,030 3,425
H
Yoreign: ]
Phnipplnull........l 1,301 1,594 1,40 1,293 1,454 1,615 1,776
Dominfcan Republic...: 678 656 704 679 160 841 922
MeXLC0.ecrrvneeneneant 6353 618 622 601 672 743 814
Brasil,.,. 638 - §03 607 586 (331 724 793
Peru........ 456 482 434 419 469 519 569
Australis......,. 206 208 210 218 2844 270 296
British West Indi 217 209 226 219 248 n 297
Colombia., ssssent 68 (2] 76 78 87 97 106
All otheTecreerensenot 973 945 1,112 1,107 1,238 1,320 1,502
]
Total, foreigr......: 5,190 5,378 3,3 3,200 3,825 6,450 7,078
3
Total requiremants..: 11,600 11,300 12,000 12,500 12,500 12,590 12,500
H
‘excent distridbution: 3 .
DoBestic.cvivnaranaast 55 52 58 58 53 48 43
Foredmn..cicvennenanet 43 48 43 42 &7 52 57
Totaleieieierernnnent 1200 100 100 100 100 100 100

1/ Projections are baged

change from tha 1971 sxzendme:
125,000 used for local cons
(3) through (7) represent &
percent and 15 percent respectively,
80 change in the relative shars of t.
freo that exicting in the Presant Sugar Ac

2/ As of April 21, 1971,

3/ The 1980 projections imply Phild;
Pailippines hes & fixsd quota of 1,
bt 28 ebare in narkst _gxowth,

umption,
rhitrary

the following assumptions: (a) Col.
nte to the Sugar Act.

| %

ppine participatica in market
4020 sheret tons raw value;

(4) represents
Puerto Rican output is est
and the resaining 555,000 ton deficit
increases 1a the foreign chare
with equal reductions in doses

otel quotes asaigned to ind{vid

tic quotas.

the present program with no
imated at 425,000 tons with
allocated to forefign countries.
of total requirements of S percent, 10
All 1930 projections assune
ual producing areas of foreign countries

grovth, Under the preseat formula, the
they receive certaln deficit reallocations,

(b) cols.



vas second with 36 percent of the total consumption, The EEC and
the tnited Kingdom are its principal consumers. The United States
vwas third accounting for 14 percent of the consumption,

Most U.S. tropical hardwood imports are in the form of
plywood (67 percent in the mid-sixties). Up through the mid-
sixties Japan's imports of tropical hardvoods were almost exclusively
in log form (averaging 99.6 rercent during 1964-66). European
imports vere also primarily in log form (84 percent), but sawnwood
imports vere also important (14 percent).

So far, only Southeast Acia and, to a more limited extent,
tropical Africa have been able to take advantage of the growing
market for tropical hardwoods, Southeast Asia increased its share
of the vorld's exports from 45 percent in 1953 to 71 percent in
1969, The growth of tropical plywood exports from Southeast
Asia, especially the Philippines, and from Taiwvan and South
Korea vas also striking groving from almost nothing in 1953 to
440,000 cubic meters in 1969.

The market for tropical hardwood will continue to be
ettractive for at least the next 15 years. Demand in t'.s importing
areas vas projectad to rise rspidly from 1965 to 1975 (9.1 percent
per year) but to dscline during the next decade to a smaller but
still significant growth rate (5.3 percent per year, 1975-8S5).

By 1985, world import demand for tropical hardwcada will have increased
almost & times from 23 million cubic metera (r) in 1965 to 91 million
in 1985 (Table 5-t),

Japan had already becoms the most important importer
of tropical hardwoods by 1965 when 1t imported almost a million
cubic meters (r) more tropical hardwood than Europe. By 1985
its lead over the next largest isporter——ths United States—should
increase to almost 40 million. By 1985, Japan's importe as a per~
cantage o: the total vorld import market will have increcased from
40 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 ysar
and Europe at 2.6 percent per year.

The United States will continue to inport tropical hardwoods
predominantly in plywood and veneer form (a projected 78 percent
by 1985) although the share imported as savmwood will increase
(from 12 to 20 percent). Japanese imports of tropical hardvoods,
on the other hand, will continue to be primarily in log form. Because
of their proximity to the Japanese market, Southeast Asian producers
will probably continue to dominate this largest market.
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The most logical market for Colombian exports of tropical
wood products, then, is the United States, During the last two
decades, this market has become more dependent on imports to supply
its requirements, In 1950 irports represented only 6 percent of
all the hardwood lumber, plywood, veneer, and pulp products consumed
(1n roundwood equivalent). By 1970 this Percentage had doubled,

Hardwood plywood and veneer hold the greatest potential, both
in volume and value. The U.S. market for hardwood plyvood alone vas
worth $200 mfllion in 1970, end 1t s growing rapidly. Plywcod
ixports have increased B0 times in the last two decades, from
3.9 million square meters in 1950 to 481.4 million square meters
in 1971. Almost all of this increase vas of tropical hardwood
plyvood. Lauan alone accounted for' 80 percent of hardvood plywood
imports in 1968. The main suppliers of this market in 1971 wvere
Asisn countries--Korea (43 pPercent), Taiwvan (27 parcent), Japan
(12 percent), and the Philippines (11 percent).

In addition to direct izports of hardwood plyvood, part
of the hardwood plywood producsd in domestic Plants 1is made from
imported veneers. Hardwood venesr imports have also increased
spectacularly over the last two decades~-by over 400 percent between
1950 and 1971. 1In this case, the Asian exporters, prirarily the
Philippines, share the market about evenly with Canada (40 and 41
percent respectively in 1971),

Alnost three-fifths of U.S, hardwood plywood and veneer
vas supplied by {mnorts in 1969, This vas a major change fronm the
early 195G's, vheu impurts accouatwd for only 3 percent of U.S.
consumption. This changs vas caused in part by a scarcity of hig:
quality hntdwoo§ timber of preferred speciss in the United States.

Imports of tropical hardwood plywood and veneer will
continue to dominate the U.S. import market for tropical hardwoods.
Imports are projected to rise from 240 million square meters in 1968
to 550 million in 1985, an annual 5 percent increase (Table 5-10).
In 1985 these imports should still account for 78 percent of all
tropical hardvood imports.

The U.S. import market for hardwood sawnwood is much less
attractive, Hardwood lumber imports represented only & percent of
total U.S. consumption in 1969, and zveraged only $50 millfon
per year from 1966 to 1970 (one-fourth ths value of the U.S,
hardwood plywood market). This inport market grew a slcw 2 percent
Per year over the last two decedes, Moreover, over 40 percent of this
lusber is still suprlied by a ron~tropical exporter, Canada,



Table 5-9--~Import derand for tropical hardwoode

t  Actual volume :__Projected volume : Annual growth rate
Importer :1955:1960:1965:1968: 1975 : 1980 : 1985 $1955-1965:1965-1975:1975-1985
H million cubic meters roundwood B - T ¥ ] L ——"
S ————————— D .
Rurope :3.5 6.2 8.410.0 12.0 13.0 14.0 9.1 3.6 1.6
3
United States:1.4 2.0 3.2 6.4 109 14,3 16.0 8.6 1.0 3.9
H
Japan 2.3 4.1 9.2 13.7 28.0 39.0 55.0 15 + 11.8 7.0
3
Rest of World:l.l1 1.9 2.1 3.1 3.6 4.7 6.1 6.7 3.5 5.4
- H
Total 27.3 14.2 22.8 33.2 S4.5 71.0 91.1 12.1 9.1 5.3

oe fo

Table 5-10--United States: Izport demend for tropical hardwoods

Product : Untt 1/ : 1968 actual : 1975 : 1980 | 1985
] : 3 H ]
3 :
Plywood & : Million m° : 240.0 400.0 510.0 $50.0
Veneer : (9.5 mm sllil) :
t M1lion »” () 5.4 9.1 11.5 12.5
H :
Ssvowood : Millten w3 (s) 0.44 0.86 1.4 1.8
’ : Million m3 (r' : 0.8 1.6 2.6 3.3
3 s
Logs : Million w3 (r) . 0.2 0.2 0.2 0.2
. H . :
Sotal : Millton =3 (r) 6.4 10.9 14.3 16.0
3 H
v Unjlts: FAO conversion factors:
® gfquare meters Plyvood § Veneer: 132(9.5-:: =
u3(r) = cubic maters, roundwood 0.0225a%(r)
(s) = cubic maters, sawnwood lrudlslved sawnwood : 153(0) -
1.82w’(r)
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Isposte of hatdvood smmwood have been less important
because more of these requirements can be supplied by domestic
Sources. Around threa-fifths of the hardwood lumber used in the
Onited States is consumed as railroad ties, pallets, containers,
and flooring. Lumber for these uses can be economically manufac~
tured from ralativcly small-size and/or lov quality logs vhich are
available domeszicelly.

Most of the remaining demsnd 1s for lumber for cabinete,
pmeling, furniture, and other uses vhere quality snd surface
Sppesrance ars important. The economic manufacture of lumber for
these usés requires relatively large-size, high quality logs which
are more difficult to obtain in domestic forssta. Imports of tropical
hardvood lumber are pzojacted to increase from 440 thousand cubic
matera in 1968 to 1.4 million by 1980, an increase of 10 percent
PeT year. By 1985 these imports will account for 20 percent of the
total import market for tropical hardwoods in the United Stcates,
up from 12 percent in 1968.

Tha import market for hardwood loge 1s even less attractive
actually decreasing over the last two decades from 0.5 million
cubic meters in the early fifties to 0.2 mfllion cubic meters. Nor is
it 1likely to incraase in the futuras. Significantly, Latin America
is the major supplier of this declining market.

4. Constraints to Trade
8. Price/Cost Relstionships

Tc compete successfully in the major external markets for
most agricultural produets, the Colombian producer-exporter must: -

1. Provide a specified and uniform quality product,

2. Provide a sufficient quantity of the product over time,

3. Guarantee a certain delivery dats, and

4. Provids the product at a compatitive price.
To determine whather Colombia can penetrate a market and what share
of this markat it can hope to capture aftar satry, somecns must
evaluate vhether Colombis can supply an assured quantity of s
product of a given quality at a price which is competitive with
other suppliers in the markat.

An evalustion of this nature requires information on the
type of product required in the external market and an estimate of
vhet vould be a competitive prics in that market. Detailed in-
formation on product specifications in each market for each commodity
1s given in the appendices of ths individual reports. With such
information, people familier with the capabilities of Colombian
agriculture can evaluate the ability of Colombia's farmers end
processors to produce the product required.
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Some estimates of competitive price levels will be dis-

' cussed in this report. MHowever, because markets nay be further
segmented by varieties, species, brands, or other product characteristics,

more detailed analyses of seasonal price relationships, long-run
price trends and relationships betwesn prices and product cheracter-
istics wust be made before initiating any export prograw,

1) Fresh PFruits and Vegetadles

This etudy makes a preliminary evaluation of Colombia's
adility to compate in saveral external markets with fresh fruits
and vegetables by comparing Colowbie's cost of production plus
transportation wvith vhat it costs other suppliers to enter the markst
(vhen that information was available) or what importers pay
competing foreign suppliers for the same or similar products. The
analysis indicates that small-scale Colowbisn farmers mey be able
to produce frash fruits and vegetables at compatitive prices.
They will need help, hovever, in marketing these products to iasure
that their prices remain corpatitive in the final markat,

Various studies have shown that there are sconomies of
scale to be explcited in packing, transportation, and merkat
promotion activities, Small-scale producsrs acting alone will be un-
sble to exploit these ecomomies and vill need either dirsct govern-
mant intervention in the marketing procews (to collect, pack, snd
market the product) or government belp 1n devel~ping co~operatives

- to carry out these tasks.

Covernment assistance will slso be nseded to help small-
scale producers bear the risk inherrant in producing and marksting
fresh fruits and vegetables. The uncertainty and risk involved
in this is much higher than for wany other commodities. One of the
riskiest decisions crmes at harvest time vhen the decision has to
be made whether or not to harvest the crop. If the market infor-
mation is mislaading and the actual price is below the prica which
would have at lsast covered cut of pocket costs, growers will
suffer a loss. Stcrage until prices improve is anot available as
an alternative with perishables. At other times, the price may be
right, but it cannot be acted upon instantanecusly bscause of
problems of co-ordinating and timing marketing activitias.

Sufficient competent labor may not be available. Packing matertals .
may be unavailsble or in short supply. Or fev ships msy ba scheduled
through local ports, so that changes in the timing of harvesting and



rarketing operations due to shortrun market changes could result
in 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 implications
for organizing a fruit and vegetable export program in Colombia.
The employment and income distribution objectives of the Colombian
Covernment would seem to foster the organization of this prograa
around small and madium-size farmers. But it is doubtful that
such farmers could either successfully organize the production and
marketing of a perishable export crop oa their own or cover the
risk involved in such a Program. Small farmers could lose everything
in one season 1if 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 shoulders
the risk itself. If the government decides, for broad social
objectives, to organize an +Aport program for fresh fruits and
vegetables around small ani. medium farms, the least it can dc to
help minimize the risk to chese farmers is to help organize the
marketing system. The other alternative is to work with large
farmers-——those vho can capitalize themselves and sustain losses.

a) Strawberries

Based on what it costs Florida and Mexico to put a kilo-
gram of strawberrics into the New York market duTing the off-
Season, Colombia could profitably compete for this market with a
price of approximately 80¢. The cost of producing strawvberries in
Colombia is estimated at about 3l¢ per kilogram (although producers
receive up to 53¢ per kilogram). Adding a charge for packing
(12¢ per kilogram). shipping (by air to New York at 30¢ per kilo~
gram), and import suties (1.8¢ per kilogram) brings the cost to
75¢ per kilogram. At this point the possibilities for Colocbian
stravberry exports look promising, although there are still addi-
tional charges that are not accounted for which could put the
total close to or above 80¢ per kilogram. Also, without the special
eir cargo rate of 30¢ per kilogram (minimum of 136 kilograms)
for fresh fruits and vegetablas from Bogota to New York City,
this picture would not look so rosy.

Off-season prices for fresh strawvberries appear to be much
higher in Western Eurcpesan rmarkets, ranging from $1.36 to $2.10
per kilogram in France in 1970 (c.i.f. prices), $ .73 to $1.76
‘"per kilogram in Germany, and $1.50 per kilograa in the United Kingdom.

New suppliers have been entering the off-season market, however,
increasing competition and pPutting downward pressure on prices.

If prices fall sharply with increasing deliveries, some existing
and even potentfial suppliers could be eliminated from the market,

The answer to whether Colombia can penetrate this market
depends primarily on whether they can negotiate lover transportation
charges. The only feasible vay to ship fresh strawberrios is by
air, but air cargo rates from Colombia to Purope are high. The
cheapest rates from Bogota to Paris and Bogota to Frankfurt, the
only two European cities to which passenger planes are scheduled
rore than once a week, are over $1.30 per kilogram for loads
larger than 500 kilogrars. This would make it $1.76 to put a
kilo of Colombian strawberries into Paris. This comes close to the
everage c.i.f. price paid for Mexican strawberries in 1970, but
I would feel more comfortsble in recommending this as a good poten=
tial market 1if there were some evidence that Colombia could widen
the differential by negotiating a special rate with the airlines
for fresh fruits and vegetables,

b) Melons

The market for melons has to be broken down into sub-
categories-~watermelons, cantaloupes, and honaydew malons. The
market for the last two categories is more attractive becauge
cantaloupes and honeydew melons are less perishible snd their
value to weight ratio is higher.

If Colombia were to ship cantaloupes to the U.S, carket
in late spring, its major competitor would be Texas and it would
have to match or better what {t costs Texas to supply the New
York market (18 to 21¢ per kilogram). However, if Colombia could
time its shipments carlier to competc with Mexico or before the
Mexican shipments hegin, its costs could be 10 to 1S¢ per kilogram
higher.

Texas is also the major competitor in the late spring
market for honeydews in the United States. If Colombis were to aim
for this-market, it would have to sell its melons for around 3le
per kilogram. Similarly, if it could time its shipments to reach
New York earlier, the whoiesale price for Mexican honeydews (35¢
per kilogram) would furnish the frame of reference.

One is unable to make such seasonal and varietal distinctions

-for the European market because data is more lirited. The lowest

cul.f. prices paid are for melons coning from Hungary (primarily
&2 in-geason supplier) and the highest for those from Isrsel (off-
seagon). Prices patd for supplies from Chile, Morocco and Spain



fall beiveen these extremes (€ to 19¢ per kilogram in France, 6
to 23¢ per kilogram in Germany, and 18 to 20¢ per kilogram in the
United Xingdom). Whether either the U.S. or the European melon
sarket is a potential export market for Colombia depends on
vhether it can match these prices.

c) Tomatoes

Colombia couid 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 kilogran. 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 sither 15¢ 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 costs to cover calculation errors, sube
stantisl profits to Colombian producers, and/or substantial additional
export costs.

Transportation {s again a crucial variable. Vine-ripened
tomatoes could be moved quickly to market by air, except that the
charge of 30¢ per kilogram might price Colorbia 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, problems arise in making precise scueduling arrange-
pents and avoiding delays. Since mature green tomatoes have a
longer sturage 1lile (1-3 weeks), they may Le 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 21¢ per kilogram.
This, however, wouid mean a drop in per kilogram gross revenues to
Colombian producers-exporters of over 10¢ per kilogram and the employ-
ment impact within Colombia would probably be less,

The combination of lover wholesale prices and higher
transportation 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 noticesbly lower than the averages of
monthly prices quoted for the same period for tomatoes on the
New York vholesale market. Averages of monthly wholesale prices
from October 1968 through Jwnz 1969 ranged from 20-50¢ per kilogram
in France, Germany, and the United Kingdom (although prices for some
greenhouse tomatoes from Hol.wnd went to almost $1.20 per kilogram).
Although Colombia is a low cosi producer, Spain and Morocco are also
low cost producers and much clo:er to European markets. Shipping by
air {s impractical since air cai'go rates are sc high that, even
1f cut in half, they would still prics Colowbian producers out of
the market unless the quality of their product were such that
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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 20¢ per kilogram. Costs of producing cucumbers in
Colombia are approximately 6¢ per kilogram (although some producers
receive 8¢). Adding a charge for packing, ocean freight, and import
duties brings the cost of putting a kilogram of Colombian cucumbers
into New York to eithei 18 or 20¢ per kilogram, depending on the
time of year. Again an opportunity worthy of further analysis.

The storage period 1is almost as critical for cucuzbers 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 Cerman
markets and the Dutch or Canary Island prices in the United Kingdom.
In France, c.i.f. prices for of f~season imports ranged from 31-37¢
per kilogram as opposed to the 22¢ per kilogram price during
the in-season, In the United Kingdom the average c.1i.f. price paid
for off-season supplies from the Canary Islands has declined from
47¢ per kilogram in 1965 to 38¢ in 1970. Since Colombia is not a
mecher of the Common Market nor a part of its praferential system,
tke c.i.f. price at which Colowhfan cuct.bers enter these markets
would have %o be wnder the Dutch and Italian e.i.f. prices in
order to compensate for the cost added to Colombian products
by the Coowon External Tariff. Colombia would be on the same
focting with the Canary Islands, however.

Assume that 25-35¢ per kilogram is the range in which
Colombia ¢ould proiitably compete for the French warket. Subtracting
6¢ per kilogram for production costs and 8¢ for packing leaves 11
te 21¢ to cover shipping 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 green peppers in the United States if it could place a kilogram
into New York for around 32¢. This was Florid's cost of getting a
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kilograz of green peppers to New York in 1970-71 In the European
=arket, it could compete if its ec.i.f. price per kilogram was arcund
50¢ (preferably a little less in France, but it could go a little
higher in Gerrany).

Shipping costs to New York and tariff charges come to 8¢
per kilogram. Subtracting this frem 32¢ per kilogram gives 24¢
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 12¢
per kilogram f.o.b. in 1960 to 24¢ in 1970). At the same time, the
average f.0.b. price paid for Mexican grapes declined, and by
1970 Mexico seemed to be the low cost foreign supplier (18¢ per
kilogram). Chile and South Africa, the major suppliers during the
vinter months, are higher cost suppliers (24¢ per kilogram and 63¢
respectively).

Asstming that Colemble's shipping costs would be similar
or slightly less than those incurred by Chilean exporters, Colombia
should be competitive in the U.S. off-scason market if it can offer
-4 product similar to Chile's at 24¢ per kilogram f.0.b. Colombia. -
Whether Colocbia'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
4¢ per kilogram, yet producers receive 55¢ 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. 1If, hovever, 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 Americe
gives some cause for optimism.

An evaluation of whether Colombia can compete in the Western
European markets 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 kiisgram (German imports from Bulgaria in 1970) to
64¢ per kilogranm (South African imports). The c.i.f. prices paid
for French, Italian , and Spanish impcrts all cluster around the
average (23¢, 21¢, 19¢ per kilogram respsctively). Imports from
Bulgaria, Spain, and South Africa are subject to the Common Extermal
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, approrriate
varieties, and quality requirements are crucisl,

g) Onions

Colombia could probably compete price-wise in the U.S.
market for vhite onions, regardless of whether one uses a producer
price figure of almost 10¢ per kilogram or the lower estimated
production cost of 5¢ per kilogram. The average f.o0.b. price for
Mexicar onions ros: from 1l3¢ per kilcgram in 1960 to 20¢ in 1970.
Canada and ftaly's {.0.b. prices are even nigher. Chile, the strong-
est price competitor at 9 to ll¢ per kilogram f.o.b. between 1966~
70 has discontinued shipping to the U.S. market,

To develop a warket for its onions in Eurcpe, Colombia
would have to keep prices down to 7-15¢ per kilograz c.i.f, to compete
with Holland and C.echoslovakia. This seems unlikely; Colorbia's
5¢ per kilogram production cost plus 10¢ per kilogram to cover
producer and exporter profits, transportation, and marketine and
export costs, already adds to 15e¢. Besides, Spain can produce onions
on irrigated land 3¢ per kilogram cheaper thar Colombia. A more
detailed analysis of markets for specific types of onions (white,
yellow, purplish) might uncover a potential advantage to exploit,
but it 1s doubtful.

h) Garlic

Colombia should be a low-cost supplier to the U.S, market.
In 1970, the United States bought Moroccan garlic for an average



f.o.b, price of 36¢ per kilogram. Peru, Argentina, Spain, and

Ttaly supplied garlic at 39 to 44c per kilcgram. Compared <0 these
competitors, Colcmbia appears to be a low cost supplier whether one
uses a producer price figure of 24¢ per kilogram or the love? estimated
production ccst of 15¢ per kilogram, Since transportation charges
from Colombia ghould be similar to charges from Peru and probahly
less than frorm Argentina, it should be at least competitive with
these two suppliers in the U.S. market. Moreover, 1f Colezbia can
hold its transportation, marketing, and export costs down to around
10¢ 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

45¢ and higher per kilogras.

1) Avocados

Not enough information was available to reach a conclusion
regarding Colombia's abjlity to compete in the Europeax= 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
64¢ per kilogram in France, 90¢ in Germany, snd 75¢ in the United
Kingdom, By comparison, U.S. imports from the Dominican Republic
cost 23¢ (f.o.b.) per kilogram in 1970, down from 31l¢ per kilogram
in 1966, If Colombia could land avocados in France, Germany, a?d
the United Kingdon at prices lower than the present major suppliers,
it could take part of the market away from existing suppliers.

Therc cculd be an additiomal bencfit to this stratagy.
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 in-
creased demand and still cover their costs at the lower prices.

j) Pinespples

The United States paid from 3.8¢ to 9.3¢ per kilogram
(f.0.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 7¢ per kilogram.
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Producing pineapple in Colombia costs a little over 3¢
per kilegram, althouph producers sometimes receive over 7¢ per kilo-
gram. <Joicxbia has already nepotiated a ipecial 4.85¢ per kilo-
gram rate for shipping pineapples under refrigeration from the
vest coast of Colorbia to U.S. Gulf and Atlantic ports. If Colombia
could trim its prices slightly to be more competitive with Mexico and
eim for fall rather than spring and early summer markets when Mexico
and Central America countries si.ip, it should be able to expand -

ite 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 28¢
per kilogram in France, 34¢ in Germany, and 32¢ in the United
Kingdom. With a producer price of 7¢ per kilogram, Colombia's c.i.f.
price in Europe could be 17¢ per kilogram if marketing, exporting,
and shipping costs are held around 10¢ per kilogram, Added to this
would be a 2¢ per kilogram charge for duties and a 9 percent ad
valorem charge. Colombia would still be competitive with Guinea
(vhose average c.i.f. price was 2lc per kilogram in 1970)and
would undercut the Ivory Coast (32¢) in the French market, however,
even though ex-French colonies like the Ivory Coast, Guinea, and
Hartinique can enter the Common Market without paying the ad
valoren charge. Colombia would also be cocpetitive with Brazil
and undercut both Guinea and the Ivory Coast in Germany (28 and
35¢ per kilogram, respectively).

Scuth Africe ic nsw the low-cost supplier to the United
Kingdom (30¢ per kii.gram), while Kenya and the Azores are its
high-cost suppliers (50¢ and fle per kilogram respectively). For
the next several years, the United Kingdorm will continue to import
fresh fruits and vepetables under its old tariff rates with pre-
ferential status given to Corronwealth mermbers. The goal of the
enlarged Cormunity is for these irports to be haudled the same as
imports into original EEC members. Tariff rates, at least, are
to be fully synchronized by July 1, 1977,

Differences in c.i.f. prices can reflect differences in
quality as well as differences in costs, however. For exacple,
shipments from the Azores (overseas territory of Portugal) bring
uniformly high prices because the fruit is of superior quality and
delivered in perfect condition. 2n the other hand, prices paid
for Brazilian pineapples are unifornly low because the quality of
the Brazilian fruit is not considered high. The influences of
cost, quality, trarsportation charges, etc., on price would have to
be evaluated before Colombia should go too far in trying to develop
these markets.



k) Surmary

Table 3-11 summarizes the most promising markets for Colombian

fresh fruits and vegetables as determined by the preceding analyses.

Table 5-11--Potential markets for Colombian fresh fruits and vegetables

Evaluation of Colombia's ability

Typa of market : Commodity B to compete in:
H : H United States : Western Furope
Counter-Seasonal: Stravberries Pronising Promising
t Melons Promising Promising
:+ Tomatoes Promising -
: Cucumbers Promising -_—
¢ Green Peppers Pronmising Promising
¢ Grapes Promising A -
Non-Seasonal ...: Onions Promising —_—
: Garlic Promising -
Tropical .......: Pineapple Promising -
v : Avocados — Promising

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 e one of the bigges:t restraints to Colorbia's export trade.
This is definitely the case for processed fruits and vegetables and
tropical harcwoods.

a) Fruits and Vegetatles

There are a number of advantages to be gained f{rom
exporting prccessed foods. FProcessed food prices are generally
core stable than prices for primarv products (Figure 5-4 for an
example froo tie United Staes). Income elasticities are usually
higher, reaning that, 1f incores are growing abroad, markets will
expand ~wre rapidly. Furthes, exporting processed food produzts
can increase fcreign exchange earnings because the country gets
paid for the value added in the processing operation as well as
in the basic product.

A major question, he sever, Is vhether the comparative
advantage that a country like Colombia may have in the produccion
of primary commoditics can be extended into the production of pro-
cessed food products. There 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 promotion project.
Per unit production costs may be high if plants are small and,
therefore, do not capture the economies of scale inherent in
wodern food processing technology. Likewise, costs may be high 1f
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 techmical supervision. Therefore,
the proportion of overhead costs to total costs tends to be high
and to grow with the cocplexity 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 aad irm-
proving income distridution. But there is a growing tendeacy to
substitute capital for labor to produce quality products, especially
products for export. For example, vhere the appearance of incé{vicual
pieces such as pineapple slices is important, there is a strong
tendency to replace manual labor by machines to ensure uniforr
appearance of the finished product. In the production of fruit and
vegetable juices, the produczivity of capital ircensive prccesses
is so much higher than of =anual operations that wvage differentials
have become relatively unimportant,

The rain opportunities for erploving lator rather than
machines exist in preoducts such as nmushrooms and asparagus, where

wmechanical handling has nct vet been developed., Made-up mixrure
dishes, where the appearance of individual pieces of fruit or
vegetables is not irportant, provide other opporturnities, TLe
proportion of these products in total processed fruit and vegetable
consumption is, hovever, small,
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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 semi-processed form: made from tinplate sheet by methods of
varying lebor intensity; or made by fully automatic can making
nachines. Senmi-processed cans are not always available in developing
countries, and the cost of transporting and storing ther is usually
high. For most c:sners in industrializing countries, the choice
is batveen an automatic can machine and various labor intensive
-methods. Provided the caa making machinery is fully utilired,
it usually halves the nanufacturing cost. Automatic can making
units are designed to produce about 100 willion cans per year on
8 three-shift basis, however, and this implies ar output of about
25,570 M.T. of canned food a year. Workers in efficient large-
scale fruit and vegetable canneries (1,000 emplovees) can produce
25,000 kilograms of canned food per head annually, so a plant has
to be operating on this scale to utilize a can making machine adeguately.
Canning faciories in the Pailippines and Australia have found that
average costs fall steeply until annual output of more than 25,000
M.T. is reachez, and that it is only bevond this production that the
average cost curve begins to fletten out. In developed countries
there is a strong trend toward plants with more than 1,000 employvees.
Lover vages in developing countries night offset the diseconomies
due to operating at slightly less than this optirum capacity,
however.

Small-scale food processors sometimes avoid can problems
by hand fillfng glucs containers, but the use of glass containera
is iimited by :ransport custs and difficuities, particularly for
export markets. Glass containers are competitive with cans in
developed countries only when the scale of production is so large that
sore 100 million units can be purchased a vear. The main product
marketed in glass conteinars on this scale is baby food, vhich is
not a particularly suitabl. export .'roduct becau<ec of difficulties
in transportation and fears :“out b‘glene standards of imports
from developing countries.

In many developing countries, difficulties in raw material
procurerent set a limit to the size of the processing plant and
often 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 papavas,
there are few crops which provide opportunities for such continuity,
Canners, thereiore, generally process a mix of products. Although
ususlly necessarv, there are several disadvantages to this strategy.
Farmers have to be adept at growing a number of crops, increasing
the demands 6n the extension service and other support systems.
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Changing operations for different products may make it difficult for
even a labor-intensive plant to achieve the available economies of
scale 1f the changes are made before workers have had enough time

to learn routines and achteve their peak levels of productivity.
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 developing
countries have difficulty suppling processors with the required
quantities and qualities of fruits and vegetablas, Fruits and
vegetables have to be grown expressly for canning or freezing
since the best strains for fresh eating sre frequently not suitable

- for processing. Quality and uniformity are often Jjust as important

in producing for food processors as in producing for the external
fresh fruit and vegetable market. WYhether the goal is to export
fresh fruits and vegetables or to supply canners who in turn export,
it 15 unlikely that small farmers vwill be able to regularly pro-
vide uniform, high quality pruducts without assirtance from the
large-scale canners or the extension service and other government
programs. Failure costs are hfgher for processed fruits and vege-
tables since there 1s the added cost of idle plant capacity when
supplies are low. These considerations -are important since exanples
are numerous throughout the developing countries of plants operating
et less than full capacity because of supply shortages. There
are even some examples of plants importing raw m~terials from
developed countries in’ order to keap orerating.

-~

It-1s likely that within Colombia there is a complicated
relationship between processors’ high costs, small plants, and
small and highly-protected domestic markets. Yet the international
market for processed fruits and vegetables is highly competitive,
Under these circunstances, the Colombian Government could (1)
subsidize exports ¢~ processed fruits and vegetatles, (2) try to
make the existing domestic industry more competitive by reducing
tariff barriers, and (3) support the development of new processing
plants designed prirarily for the export market, The first al-
ternative is questionable unless followed by measures to zorrect
the structural reasons for high costs. Reducing tariff barriers
would help eliminate one reason for inefficiencies, but weuld still
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 Capture nore economies of scale could be con-
structed; however, unless soze way is found to deal with the problex
of supply procurement, unit costs might still be high because

plants are not running at full capacity.



Econories of scale are also important in marketing and,
wvhen large markets such as the United States or Western Europe are
to be covered, they become more {mportant than those in processing.
Eeconomies of scale in rmarketing 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
1s not large enough to support a dynaric sales policy in a developed
country which is backed by a brand nare and promotional activities.
For example, the cost of an effective nationwide brand advertiaing
campaign in France, according to estimates made by the national
planning commission, would amount to 2 million francs. Assume
that French canners would be willing to pay no more than 1 per-
cent of their annual turnover for promotional activitfes. Not
one French canner out of several hundred has a volune 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 czountries, economies of scale in
processed fruit and vegetable marketing are pursued through various
kinds of mergers. Food companies like Neatle and Heinz have inte-
grated processing and rarketing operations into one enterprise.
A large part of tne Florida citrus processing industry, for ex-
ample, 1s Integrated into larger food companies like Coca Cola, National

Pairy Products, and General Foods.

Canners in developing countries have overcome their
export marketing difficulties in two ways, Canners totally or
partially-owned by foreign investors have marketed their products
under the parent corpany's name and warketing and advertising
uzhrella, another ‘mportant reason for the relative success of direct
foreign investment in “his industry. The other wrrategy is for
canners td sell their products under the label of the buyer in the
importing country. While this saves the producers narketing and
advertising problens, it does not allow them to build up their
image in the consuming countries; some have, therefore, tended to
lese their share of the rarket, particularly in times of intense
competition. Since marketing requires large-scale organization
in order to capture economies of scale, the alternative to direct
foreign investment appears to be a cooperative effort by canners to
seli 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
is extremely expensive. Therefore, dr and for these products will,

in the forsceable future, be supplied from domestic
imports from neighborine countries (in Europe, the European Common

Market countries; fn the cuse of the United S
Mexico). nited States, Canada and

production or

Normally a country would produce majo
order to use its planrs and machlne: nost efficiei:;;.prgguizzitting
some economies of scila, Colombia could reduce costs and thus
price its product more competitively in external markets: Thi;
strategy is inappropriace, hovever, because major line frozen
foods from Colozbia are likely to be priced out of the U.S, and
European rarkets once the high transportation costs are paid.

The frozen fruits and vegetables in vhi
Colorbia is likely to have more success are (1) p::d:c::u:;;: i::e
able to corrand relatively high unit prices because of scarcity
or gourriet value and (2) products that are not readily available
from domestic tenmperate sources because the growing season is
short or because the products are tropical or subtropical and not
available at all from dozestic sources. If this strategy is followed
however, the volume of exports of any one corrmodity to any one ’
for these types
although growing, 1s stil1l relatively linltedtp A ?:o:::d?gzg'
processor in Colombia, therefore, tould have to produce a varietv of
products and aim at several export markets t¢ achieve a suificient
volure of business to capture somz of the economies of scale
available in noth orocessing and narketing,

and is likelv to becorme more so in the seveaties Colorbia's
ability to zorpete in these markets rmust be taregullv evaluated
Although some of thee corpetition is throuph bra.c c;eation )
Colc=bia will have to Place its product into the varicus exgernal

parkets at prices corpetitive with demestic and other Zoreign suppliers.

Price corpet{tiveness is necesszrv in zhe retail market
but because confurers are aware of brands ;: éoes nor sesne )
In the Irstizusional ang industrial ﬁarkeisz ;ri:: ;:En;-g;a§sgf_fales.
tint, assuming, of course, that qualities are ejuivalent., o

i. Canned Fruit and Vepetable Prices

It 13 difficult to obtain prices that r ot nret .
price levels in the different narket;. Trere 1is :zr::fari::;r:~::iJe
market for srocessed food products which ra- be :c:sidzréd to rz—'
present "the ~arket." Also, there are :any'types el ravw prcducts in-
volved, as well as different brands. Even for a vell-cefined -
category of preduct of a specific qualicey in a specific container

size, it is difficult so obtain a series of
Temgth Prices of any usable



Possible proxies for the "competitive price” include
retail or vholesale prices, factory 1lfst prices, or per unit
fmport values. Per unit izport values are much less reliable for
processed fruits and vegetables because they disguise all the price
varfations due to differences in container size, grades, method of
preparation (heavy or light svrup, for example). A better yardstick
is probably the ex-factory price for the comrmodity in a major pro-
ducing and exporting country. These numbers are better than retatl
and/or vholesale pries vhich {acorporate a whole series of marketing
marging that may differ widely f{rom country to country, obscurir gz
even furthker the real production cost. Time series information on
the major fruit and vegetable packs {s readily available only from
the United States. Quotaticns f.o.b. U.S. packers for some of the
zain line products ave given in Figures 5-3 and 5-6. These prices
can be used as a reference point by persons evaluating Colombia's
abiliey to produce a competitive product, be it a najor product or
an exotic frufe,

Where the United Statns is a major exporter, price f.o.b.
U.S. packers sy 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 rarket or has been losing its share to other

For example, 24 cany of fruit cocktail (2 1/2 size can) sold ex-
factory in the United States frem $8.20 to $8.65 ic 1971-72. 1Ia
Hacburg, Cerzany, {mporters sold 24 cans of fruit cocktail (heavy
Syrup, nuzbe: 2 1/2 czan) from the United States fsr €11.54 in
October 157!, At the sane time 24 cans or choice fruirt cocktaii
from Australia were selling for £11.28 and fruit cocktail from
Ttaly 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 p:ice at which Taiwan
can land its product in various external markets is probably a
better estirzate of the corpetitive price level in those rarkets
than the price of tne U.S. produzt. The price in Hacburg for
24 cans nurber 2 1/2 of sliced pincapple from the United States in
October 1971 was $11.72 for fancy and $8.32 for choice. At the
sace tize 24 cane of choice Pilneapple slices from Taiwvan in a
fractionally sealler can were selling for $7.88.

11, Exotic Fruit Prices
Exotic fruit products are generally priced considerably

higher weight for veight at the retafl level than volume line
frutt products such as canned pineapple, peaches, and pears. Indian
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mangoes In syrup sold for $20-$23 per 24/No. 2 1/ tins at import
level in fermanvy in 1970, vhile the corresponding price for one of
the more expensive volure lires such as U'.S. fruit cocktail in
heavy syrup was about $10.50 (based on sales in lots of 50 to 100
cartons). If seclling similar Guantities of canned mangoes, im-
porters would probably reduce prices siightly, but not enough

to make the exotic product competitive at retail. In another
example, the UK. retail price for canned papaya varied from 32¢

to 66¢ per "1 Tall” can in 1270, compared to the "usual" price

of 24¢ for "1 Tall" can of quality pack peaches. These hiph prices
are due in parr to high distritutor margins and in part to high
import prices. As long as these products are distributed in rela~
tively small quantities through department stores, delicatessens,
and small shops specializing in the sale of irmigrant food, marzins
are bound to :nmain high, both because of the type of retail outlet
stocking them and because the exporters and vholesalers nced higher
marging to cover their costs and make a reasonable profie,

The question, then, is whether a reduc®ion in the landed
price {s possible and, second, whether such a reduction would
stimulate sufficient demand for these products to attract the
interest of the mass market and nake them cormonplace items in
supernarkets. 1In the United Kingdex, the price of guavas is con-
petitive vith major fruit packs, and tropical fruit salad is com-
petitive with deciducus fruit salad; vet, the irports of these
commodities have not increased dramatically, nor do inporters expect
them to do so. Price is not, therefore, the only constraint;
uvafamiliarity i{s arcther. Although grice reduct.ons would probablv
stioulate demand, it is uncertain vhether exporters' net profits
would improve. Demand for these products cav be rather inelastic;
for example, present day consurers in the United Kingdom do not
buy on impuise and scem to be prepared to pay the preniusms currently
asked. Moreover, in some markets, the szmall quantity of purchases
seecs to be due mor2 to shortages of supply rather than high prices--
purchases of =angoes in the United Kingdom and Gernmany, for exarple,
As with other cormodities analyzed, irregular, erratic, or unpunctual
supplies will be a wajor obstacle to the creation of a stable and
increasing rarket for exotic fruit products in the develcped countries.
Still, to attract Tany new consumers to exotic fruit products,
consicderable price reductions will be needed.

111, Frozen Fruit and Vegetable Prices

Colombian producers will also have to be very price com-
petitive 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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stability: (1) economies of scale as the market grows, (2) extreme
inter-brand compatition, (3) the cut price activity of distributors®
own lsbel brands, and (4) reductions in packaging costs. In at
least two Furopean countries--the United Kingdom and Germany--prices
bave actually fallen, For example, in the United Kingdom retail
prices for frozen strawberries fell from 46¢ per 10 ounce pack

in April 1960 to 26¢ in April 1969. Over the same period prices
for Birds Eye peas fell only 1¢ from 14¢ to 13¢ per 5 ounce pack.
Competition in these markets has also led to greater price equali-
sation, especially within major volume lines,

b) Tropical Hardwoods

Latin American tropical harvdwood producers-exporters have
had difficulties in providing external markets with sufficient quantities
of the products demanded at competitive prices. These difficulties
sppear to arise, in part, from the nature of their forest resources:
{1) a ecarcity 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
infrcstructure. Most major importers require large quantities of
a particular spacies in a ehipment 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 speciee and 50,000 square feet of veneer per year as
a "readily available" supply.

Because m>st Latin American tropical hzrdwood forests
are very heterogeneous, with the exception of limited areas of such
coastal types as Virola or Cetivo, it is extremely difficult for
the average Latin American producer to supply large enough quantities
of a given vood at low enough cost. One way to aleviate this
problem is to identify and merchandize "'groups” of species with
oimilar vorking charazteristics 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 Africen producess 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
ozrder 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 altermative
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is also expensive due to high capital costs and storags problems.
Other external market requirements, deterrents to meeting these
requirements, and possible corrective programs are prasented in
Table 5-12,

Production cost data 1s n=z available to prove that
Colombia 1is a high cost producer. The most readily available
measure to use in comparing the cost of buyiag 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 showv that, over the past § 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 thoussnd square feet for Philippine
mahogany from the Philippines, $38 for the same type product from
Maleysia, and $123 for hardwood plywood (NES) from Colombia.
Similarly, U.S. irporters paid an average 514 f.o0.b. per thousand
equare feet of mahogany veneer from Malaysia, $18 for the same ~ategory
product from the Philippines, and $37 for hardwood veneer (NES)
from Colombia.

Colombisn exports of hardwood logs and lurber seem to
be more competitive, although these are the two least attractive
U.S. markets for tropical hardwoods in terms of size and growth,
From 1966-70, U.S. importers paid an average f.0.b. price of
$84,55 per thousand board feet for hardwood logs from Colombia,
$84.46 for mahogany logs from the Philippines, scd $78 for hardwood
logs from Costa Rica. Colombia appeared to be more compecitive in
the hardwood lumber (NES) category; 1966-70 purchases averaged
$83 f.0.b. Colombia per thousand board feet, $120 f.o.b. Brazil,
and $130 f.o.b. Malaysia. Colombian exports of hardwood lumber (NES)
to the United States have almost doubled during this 5 year period,
indicating that Colombia may well be competitive in the U.S.
hardwood lumber market.

b. Transportation

There are other factors causing high costs, low qualicy,
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 market demands. Legal barriers such as tariffs,
quotas, and sanitary regulations are major barriers to the trade
of some commodities. These will be examined for each potential
Colombian export.



Table 5-12—Latin American lumber and bosrd products exports to external markets:
their requirements, deterrents to meeting requizements and possible

corrective programs

Requirements .
Type of by Common Deterrents to Fossible
Requiremsnt Importers Meeting Requirements Corrective Programs
Guaranteed
quality and
dimensions: (1) great variety in (1) research aand
«uniformity characteristics for training programs
-gensrally s given species from in processing and
conforms to different sreas. treatmeut
markst rules (2) inadequate treatment (2) cooperative treat-
Quality and ~proven char- and seasoning facili- Dent plants
dimensional acteristics: ties for lumbe:r (3) incentive programs
standards light in (3) 1inadequate informa- for quality production
) weight and tion and tests on units
color, easily species characteris- (4) establishment of
worked, di- tics uniform export 3tzadards
mensionally (4) few areas with adequste (5) improvements in
stable, concentrations of . sorting & grading
easily fin- known species meeting (6) research on wood
1ghed quality and physical properties and uses
requirenents
(6) uncartainty io schedu- (7) export concen-
ling ocean transpoert in tration yards (asso-
advance for many ports ciations or cooperatives)
~Guarsnrted de~ (7) coordinatlon protiems (&} integratica cf pro-
1ive.; dates between logging and pro- cessing facilities
Timing ~generally cessing (seasonal and (9) research on product
and size fairly large distance problem) (or species) groupings

of shipments

quantities in
a shipment

(8) lack of concentration
of products for export Jdue
to: low volumes of com-
mercial timber par unit
area, lack of ecceptable
species groupings, genar=
ally emall sizes of pro-
ductior units, poor trana-
port and storsge facilities
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and expansion of com-
mercial species

(10) selected conversion
to plantations (species
concentration)

(11) rencvation of
transport facilities asnd
Dethods

(12) iwproved market
information dissemination
(13) improved storage
facilities



Table 5-12—(Cont'd)

Requirements
Type of by Common Deterrents to Possible
Requirement Importers Meeting Requirements Corrective Programs
(9) high overall costs (14) relocation of pro-
due to lack of markets cessing capacity (export
for lover quality by-pro- oriented)
ducts (15) specizlization and
(10) high logging and longer production runs,
log transport costs due larger units (econonies
to low cormercial volumes of scale)
per acre, low level of (16) innovations in log-
transport infrastructure, ging and transport (cost
and long hauling distances reductions)
Cost/price ~Competitive (11) high processing costs (17) initial export
celationships delivered due to: small average subsidization
price size of plants, poor plant (18) training and technical
layouts and outdated equip- extension (public programs)
ment, poor equipment main~ (19) ties with foreign
tenance, low efficiency cozpanies
(conversion ratios), etc. (20) increased production
(12) high marketing and & management research
product transport costs (21) market research
due to poor shipping faci- and education
lities, inadequate pro- (22) associations of
motion, existence of producers and exporters
outdated trade restrictions (economies of scale)
and tariffs (23) trade barrier
reductions
Rouvce: Hana M, Cregerson, "The Latin American (24) “piggy~backias"
Contribution to United States Forest (25) stinmulate dorestic
Products; Importa: Problems and market for by-products

Potentials for the Exporter." Forest
Products Journal, Vol. 21, No. 3

(March 1971), pp. 16-20,

45—



1) TFresh Fruits and Vegetables

A poor trausportation system is cne of the sajor constraints
to exporting fresh fruits and vegetables from Colombis. Competition
in the world horticultural market, alresdy keen, will grov evan
moTe 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 vith other suppliers. Both
of these objectives can bs undermined by & high-cost and inadequate
transportation system. Figure S-7 compares the cost and time Te-
quired to ship fresh fruits and vegetables from producing areas
in Florida, Mexico, Central Anerica, and Colombia to selected
U.S. markets. Colombia’s alternatives appear to be high cost or
slow,

Transporting fresh fruits and vegetables (perishables)
presents many unique problems, many of which are beyond the control
of the exporters as well as the developing country itself. Trans-
porting perishables requires closely~integrated arrangements
betwecn shippers and receivers; even small delays at various points
slong 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, programs
to transport ouly fruits and vegetables will seldom justify much
investment in the transport sector.

In shipping fresh fruita 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 perforn the desired services (naintain certain
temperature and humidity levels, for example) may be equally
important factors. In fact, neither system is ertirely satisfactory
for shipping fresh fruits and vegetables. Shipping by air is fast
but relatively expensive. It is also linited by the apdunt of
passenger traffic moving between Colombia and the external markets,
unlass 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. integrating shipments vith Colombian
harvest periods and peak demand periods in external markets is
also difficult because sailings ars infrequent.
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‘Table 5-13-—-Degres of perishability, permisssbls commsrcisl storage tims, and
tempersture and humidity requiremsats during storage and
transit for selscted fresh fruits and vegetables

Degree 1/ : t In Commsrcisl Storage _ [] In Tramait
of 3 Commodity t Approximete : Recommended : Recommended : Righest t Permissable Temperature
Perishability 3 - 3 _Storape Life : Tesperature : Hummidity : FPreexing Point for 48 hrs.
— E ' i A 3 2 T
H H
Righ ¢cccveeees: Barries ]
: H
t Blackberries ...: 2-3 days 31-32 90-¢S 3.5 up to 40
: Raspberries ....: 2-3 days 31-32 90-9S 3.0 up to 40
t Stravberries ...: 5-7 d>ys ¥ 90-95 30.6 up to 40
H :
t Papayas®....eseet 1=3 waeks 85-90 45 30.4 45-65
: ASDATAUS ceceset 2-3 wesks 32-36 3/ 95 3.9 32-40
t Baans, EnEP ....t 7-10 weeks &40-45 3/ 90-95 30.7 32-50
: Csuliflower ....: 2-4 wveeks 32 90-9S 30.6 32-50
t Celery seeesrseet 2=3 months 32 90-95 1.1 32-40
t Melocs 3
: Cantaloup 3/4 1
: 814p cucscssest 1S5 days 36-40 85-90 29.% 32-50
t Cantaloup full :
H 811p ceecceecet 5-14 days 32-35 85-90 29.9 32-50
: Creshaw c..vsect 2 wasks 45-50 85-90 30.1 32-30
t Pearsimn ..e.0.0t 2 wasks 45-50 85-90 30.5 32-30
t ORra svecsecccest 7-10 days 45-50 90-95 28.7 32-40
t Onions, green ..t — a2 90-95. 30.4 32-40
t Peas, green ....: 1-3 vecks 32 90-95 3.9 32-40
t Rsdiahes, spring: 3-4 weeks 22 90-95 30.7 32-40
¢ Tomatoes, firm @
t TiP@® ccevssscest &=7 days 43-50 85-90 1.1 32-50
H : .
Moderate ..c..ct Avocados .......t 2-4 weeks 2/ 40-55 2/ 85-90 31.5 40-60
t Bananas .ceceeee? - 56-58 90-95 30.6 55-60
t Cherries, sweet.: 2-3 wesks 30-31 90-95 28.8 up to &0
: LIim88 cccceverss? 6-8 waeks 48-50 3/ 85-90 29.1 up to 60
t Paaches cccevces® 2-4 vasks 2/ 31-32 90 30.3 up to 45
H
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Fioure 5-7:

SHIPPING COSTS A™D TIE\E REQUIRED TO TRAMSPORT
FRESH FRUITS AXID VEGETABLES FROM VYESTERN
HEFAISPHERE PRODUCING AREAS TO
U.S. I[IPORTI:IG POINTS

8 Mopales farket )

« Customs A Handlimo
6 Pespens Market Twice Meekl
lnh’uf:u ’
1/2 Day Reprocess
$.02778/Lb. Customs & Mandling

SHIPPINE poUITES
Ate B, Culfacan to Nogales 550 Miles

3tsC Togmles to Famsas City 900 Miles
BtsD Iloples to Ohicao
Bts£. Nomles o Mew York
F 6 Seito Toms to Pospamo
GtoE  Pomeano to M Tork 1,200 Miles

Gt C Pompano to Kamsas City 1,470 Miles
Twlce Heekly
.3 Davs In Route
HtoE Barrsaguilla to <ew York 1,800 Miles
3 - 4 Times Ponthly
4 -7 Days In Route 2@~




Tabla 5-13-(Cout'd)

Perishability

In Commercial Storage

In Transit

Commodity

Approximate :

LOW cescescsess

Plums®eccccacsas?
Pineapple green.:
Pineapple ripe..:
Artichoke, globe:
Cucumbers .cecee?
Eggplant ..ecesel
Lettuce, leaf, :

head, romane ..:
Honedew melon ..:
Peppers, green .:
Tomatoes, mature:

Bre8N .ccsceseel

Grapes, .
vinerfera®*.,...:
Lemons®,........:
Oranges ....oce.?
Pears®. .ccceveeres
Garlic, dry ....:
Onions, dry ....:

24 veeks 2/
2-4 weeks 3/
2-4 wveeks

1 month
10-14 days
1 week

2-3 weeks
3-4 veeks
2-~3 weeks

1-3 wveeks

3-6 months
1-6 months 3/
3-12 vesks 3/
2-7 nonths 2/
6-7 months
1-8 months 2/

Recommended

31-32
50-60 3/
45
32
45-50
45-50

32
45-50
45-50

55-70 3/

30-31
50-55 3/
40~44 3/
29-31° |
32

32

Recormended

90-95
85-90
85-90
90-95
90-95
90

95
85-90
90-95

85-90

90-95
85-90
85-90
90-95
65-70
65~70

Storage Life : Tewperature : Hummidity : Freezing Point
F 3 F.

H
Highest t Permissable Temperature
H for 48 hrs.
°F.

30.5 up to 45

30.0 40~69

30.0 40-60

29.9 32-50

31.1 32-70

30.6 32-70

31.7 32-50

30.3 32-75

30.7 32-60

31.0 —

28.1 up to 50

29.4 up to 70

29.7 up to 70

29.2 up to 50

30.5 32-80

30.6 32-80

*Megree of perishability ranges between this category and the next lower one.

}L/ FRUITS -~ relative perishability: high-not stored commercfally;
exceeding 2 veeks; low-may be stored commer
months. VEGETABLES - relative perishabilit

careful, handling with attention to all details;

Sources: J.M. Leitz and R.E. Rardenburg,
Agricultural Handbook £66,USDA,Washington,D.C.,0ct. 1968;L,L. Claypool, et.al.
and Cut Flcwers: Temperature and Humidity Requirements and Peri{shable Nature",

1958.

rmoderate-may be stored or in transit for periods not
cially up to several veeks; very low-may be stored comrercially for several

y: high-have market 1ife of only a few days and will require expedient,

moderate-have market life of about 2 weeks and will ship with little
or no trouble under desirable transit conditions; lox-can be heid for several weeks and withstand rather unfavorabla
conditions for short periods.
2/ See Leitz and Hardenburg for variety differences.
3/ See Leitz and Hardenburg.

The Commercial Storage of Fruits, Vegetables, and Florist Nursery Stock,

'Air Transportation of Fruits, Vegstables,
AMS 2B0,USDA,Washingtor,D.C., October



Of the 10 most promising fruitc and vegetablas, only
stravberries are priced high enough in the U.S. and European markets
during the off-season to cover shipment by air. Siipping the
others by ocean freight would keep their prices competitive, but
under presect conditions could take so long that much of the
shipment would either spoil on the way or have a very short shelf
1ifs 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 sailings infre~
quent, meaning spoilage in transit even though refrigeration
equipment may be available and usad properly. By air, there may
be dsmage despite the shorter delivery time because air line ware-
houses, handling facilitizs, and knowledge about handling perishables
asy be insdequate.

2) Processed Foods, Wood Froducts, and Sugar

A poor transportation system is less izportant with
processed foods, wood products, and sugar since deterioration in
quality 1s less a problem. Consistent delays in filling orders
can cause buyers to look elsewhere for their supplies, though.
High transportation costs can also render a product noncompetitive
in vhat are othervise very attractive zarkets. 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 charje has been made, but not documented, that the
per ton mile cost of shipping wood products from Latin America to
the U.S. =arket is higher than from more distant Asian ports,
In order to docurment this charge one should compare the rates charged
Colorcb{an and other Latin American suppliers with the rates charged
exporters from other supglying countries for shipping similar pro-
ducts. This analy-is should also (1) compare conditions under which
teductions in rates are give:: in different parts of the world and
(2) analyze whether rates for lusber shipments have increased at a
dis; -oportionate rate compared to rates for other cormodities,
This type of detailed analysis was beroad the scope of this study.
Until it 13 =ade, however, one cannot really say with certainty
whether the existing transportation systean is a major boctleneck
to exports of Colombian wood products,

A sinilar analysis of the :ransportation system affecting
each potential export corrodity would also be deasirable. This
analysis should include a detailed evaluation of much more than
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ocean freight rates--it 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-
porting goods to the wholesale market. One transportation cost
study found that ocean freight represented enly 50 percent of the
total cost of transporting trapical hardwoods to the fimal 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

costs due to delays and product loss.

3) Frozen Foods

The probler of transporting frozem foods 1s in a class
by itself. The frozen foods distribution chain from factory to
consuner is btoth costly and complex. Any increase in teoperature
above the crucial -18° Centigrade level leads to deterioration of
the product and represents a potential he.lth risk. For this reason,
the distritution chain has to be completely integrated and effectively
controlled at all its stages.

Frozen foods are most likely to be exposed to temperatures
above -18°C, while being transported. Four freezing systems are
commonly used in transporting frozen foods* dry ice, liquid nitrogen,
cold accumulators, and mechanical refrigerant equipzent. Frozen
foods are often carried in special refrigerated trucks, rail cars,
arnd ocean carzo sh?pe, but air freight is rarely used for frozen
food because it 1s vostiy and tezperature ieveis are difficule to
maintain.

Introduct?!on of Insulared containers has helped reduce the
time and cost of m¢ ng frozen foods. Refrigeration 1s supplied
by corpresscrs housned in a special cozpartnent of the container,
either by dry 1ce or power drawn froz a ship's plant if {t {s
aboard a sea foing vrzcel, St1ll, maintaiaing temperatures below
~18°C, during all siages of the cold chain requires a great deal of
sophisticated management, which often is in short supply in countries
like Colorbia, Additional investzents may also be required to
construct special facilities for storing products before they can
be exported.

C. Trade Barriers

In addition to evaluating the potential demand in
importing countries and the competitive position of suppliers,
attention has to be focused on the legal conditions under which
Colorbia would have access to these markets. Countries have adopted
various trade barriers, not all necessasily for protective reasofid: ‘"


http:necessa.ly

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

‘iropical Hardwoods

U.S. Domestic Hardwoods

Steps in : ¢ Percent : Steps in H H Percent
ITransportation Syetem : Actual Charge :: of Total : Transportation System : Actual Charge : of Total
: U.s. § : : u.s. §
t== Per 1000 B,F.= == X == :=— Per 1000 B.F.- z -
In producing country : H :
Forest to first stop ..: 10 8 : Forest to mill ..,.....: 22 48
First stop to port or . : H
1oading .sveecensncseeet 5 4 : :
Port charges at : : H
loading PoOrt ..seeeses? 5 4 : :
Ocean freight H : H
Average of rates : H :
quoted ..eeseccencssnel 63 50 : :
In United States : : :
Port charges ....ceveve? 7 6 : :
Inland freight to H : H
SCOTAR® .vcevscsnssnnset 4 3 : :
Storage and : : :
handling .eieevevecesel 4 3 : Storage : 6 13
Redelivery to user ,...: 28 25 t Mill re-delivery to :
3 3 UBBK ..icencevescressaat .t 39
Total .evesecsanansasence? $126 100 2 Total ..iiieeicvansscsnst $46 100
Source: Gregory Frumkin, "On U.S. HarketéjﬁAE;per Delivered at the

Products, November 16-18, 1971 at State University College

Syracuse, New York.
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Trade berrisrs caa be either of a tariff or nontariff nature.

Ia the first category belong import duties, special levies, and taxss,
vhils the secoad includes various administrative requirements,
quantitative restrictions, quality requiresents, phyto-sanitary
controls, etc. Colombia's competitive position ia various markets

s also affectsd by preferential arrangemsnts.

1) TFresh Fruits and Vegetables

The legal barriers to entry of Colowbia's fresh fruits and
vegatbles into the United States and Eurcpe ar: considersble.
The wost sewvere rastriccions sesa to ba the administrative barriers
ia Esstern Europsan countries, but the Europasn Common Market has
also established very definite limitaticns on fresh fruit and vegetable
imports from third countries. Colombia, for axample, will f‘nd
itself at an initial dissdvactage in this market compared to the
Mediterranesn countries because (1) it is located much furthar
from the msrket (2) it has no prefareu:ial arrangements to axploit.
Nooe of major barriers in the U.S. or Eurcpean markets were re-
moved or substantially lowered by the Kennedy round of tariff
oegotiations.

U.S. trads restraints in fresh fruits and vegetables include
tariffs, saritary regulations, and, under certain circumstances,
quality controls. Quantitative restrictions ars not genarally used,
20T are praferential arrangemsnts nagotiated. Tariff rates are
soderata to moderately high. Rates for a number of frech fruits and
vegetablas are lowerad during the winter when imports do not compete
with domestic producticn. (See the appandices of the individual
reporte for more datailed information on the tariff and non-
ctariff barriars appliad to individuai commodities.)

Regulation of the quality of fresh fruit and vagetable
imports was authorized under the Agricultural Marketing Agreement
Act of 1937, The Act itself does not impose regulations on the
markating of any agricultural com "‘ty; it merely provides the
authority under vhich an industry ¢ a develop regulations to help
solve ite owvn marketing problems, The types of activities authorized
under marketing ag-eemsnt and order programs which could influence
Colombian exports are: (1) regulationm of quality (2) regulation
of quantity, (3) standardization of containers or packs, sad (4)
prohibition of unfair trade practices. Import regulations only apply,
however, when domestic shipments are actually being regulatad.
In the past, these regulations generally hava been established et
woderate quality levels; consequently, only low quality products
have been affected. HNevartheless, this program could bcccme s potent
restraint if domsstic producers in the United Statess see more of
their markats slipping sway to foreign suppliars.
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The commodities which can be regulated under this legisla-
tion are tomatoes, green peppers, eggplant, cucumbers, mangoes,
svocados, Irish potatoas, limes, grapefruit, oranges, onions, prunes,
raisins, olives, walnuts, and dates. The U.S. Dapartusnt of Agricul-
ture alsc publishes quality standards for numsrous frash fruits
and vegetables. These standards are recor a.aded standards only,
and are not mandatory.

Conditions for access to the European Common Markat are
much more demanding. Duties have to be paid according to a Comeon
External Tariff, and the rates are relatively high for s number
of items. Aleo, to protect Community marksts against cheap imports
from third countries, & reference price system has besn established
for major comrodities. Under this system reference prices are
establighed annually (composed of 3-year productioa cost averages
for each pember country for each commodity) 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-
Jected to a countervailing charge equal to the difference between
the reference price and the landed price of the produce concerned.
A aumber of key fruits and vegetables—oranges, tangarines, lemons,
apples, pears, table grapes, cherries, plums, tomatoas, and cauli-
flowers—enjoy the highest protection through both tariffs and
reference price provisic::. Refarence prices have been in effact
since the 1962-63 season -ut, as of 1968, countervailing charges had
baen lavied only against tabla grapes and tomato imports from
Eastern European countries. Reference prices have been gradually
increasing, however, increasing the likelihood of their applicatioa.
When the system is enforced, cutting costs is no longer an effactive
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 members of the Community continus to operate minimm
price schemes, quantitative restrictions, and/or licensing of imports
from third countries, although it was thought originally that these
policies would be phased cut as soon as the Common External Tariff
and the reference price system were adopted. Which restrictions
remain in which countries and whether they would affect Colombian
exports to these markets would have to be explored more fully with
the individual countries before initiating any export program.

Fresh fruit and vegatable imports also have to meet certain
mandatory quality requirements before being accapted for import.
Common quality standards have been accepted for 27 kinds of fruits and
vegetables; for products where no Community standards exist, European
standards are applied.



e policies adopted by the EEC clearly give Community
producers considerable preference over third country suppliers.
The wost important barrier to imports, of course, is the reference
price because it serves as a floor price for the market for imported
goode and because the system of application causes many uncertainties
for both exporting countries and the import trade.

Because the reference price system is usually not applied
during the winter months and because tarifrs and other restrictions
on tropical fruit imports are lower 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 Kingdom now that it has entered
the Common Market because, in general, its individual rates were
set at a lower level than the Cormon External Tariff rates vhich
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 frul!ts and
vegetables include tariffs, mandatory rcinious standards of quality,
sanitation, product !dentity, and labeling. Again quantitative
restrictions are notr gencrally used, nor are preferential arrangements
entered Lf:to. Tariff rates are coderate to ncderately high,
ranging from 3 percert ad valoren for jellien, jams, and marmalades
zade froo berries to 20 percent for canned peaches and 17.5 percent
for canned asparagus and other canned vegetables (MES). Besides tariffs,
the zajor barrier to Colorbian processed fruits and vegetables entering
the United States is the Fcod, Drug, and Cesmetic Act. All inported
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 custocs, and shipments not in
compliance may be destroyed or prohibited from entering the United
States.

A basic purpose of this Act is tu protect the U.S. consumer
from unclean or unsanitary food. The Act prohibits foods which may
cause digsease, foods containing repulsive or offensive matter which
would not be knowingly eaten, and fiod manufactured under unsanitary
conditions. Although the Pure Food Act does not authorize "tolerances"
for filth or decorvosition in foods, tkis does not cean that a food is
necessarily condemned because foreign matter is present. Tn practice,
the Food and Drug Adaministration has established acceptable “levels" for
oatural or unavoidable defects '~ food for huzan use. According to the
FDA these "levels" (1) are not . urmful to humans and (2) can not te
avoided even vhen following good manufacturing practices.
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" The Act also authorizes regulations establishing standards
of identity (what the particular focd is), quality (whether above
or belov standard), and container iill (how full the package must
be). Under this Aet, only cne mini~um standard of quality 1g es-~
tablished for each food standardized, and food falling below this
minioum nust bear a special substandard labal, 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. These
grade differences give rise to price diffarentials in the U.S.
market, and pricea are alwost universally quoted in terms of these
standards. All foods, including those for which specific standards
of identity, quality, and f11l have not been established, must mset
the basic FDA requirements for wholesomeness and purity. The Act
also establishes spacific labeling raguiremerts,

Conditions for access to the EEC are Just as demanding.
Generally, the Common External Tariff rates for processed fruits
and vegetables are higher than the rates applicd to sinmilar products
by the United States or the United Kingdom. Ad valoren duties applied
to canned fruits range from 20 to 24 percent compared to 6 percent
charged by the United ¥ingdoo before it entered the Comson Market,
Ad valoren duties applied to fruflt purces, pastes, jams, and jzllies
range from 27 to 30 percent, to frui: juices i{rom 18 to 25 percent,
and to canned vegetabler from 1® to 24 percert.

In the case of processed fruies, tha EEC also impbses [
levy on any sugar wvhich has been artitically added to the product
curing the manufacruring process. This tax is designed to compensate
f>r the price difference between sugar on the EEC and on the world
zarkets. The funds raised by this procedure are supposed to be
used to subsidize EEC espor:s of such sugar-containing products to
thizd countries. In practice, products differ in the amount of
vatural sugar tney contalun, zaking it difficuit to estimate added
sugar coalent in individual cases,

Mesbers of the Community are perzitted to maintain vhatever
quantitative restrictions they desire on all processed fruits and
vegetables. They have also catablished individual rules to regulate
the purity, hyrirne, weights and oeasures, maxioun lieits for food
additives, coataminants, tolerance for pesticide residues, and propar
labelling of foods. Unsatisfied with this nmaze of regulations which
must be understood to produce for the entire Cormunity market, the
packing industries 2ithin the mecber countrics have been promoting the
standardization of fruit and vegatable products. Sevaral such standards



have been developed, but not yet approved. Once approved, howvever,
they will become =andatory and oniy predusts Teering these standards
vill be authorized for sale within the Cocrmmon Market. Thig uill
simplify the proccas of =anufacturing for and warketfag vithia

the Zuropean Cormon Market, for third country suppliers as uell as
for thetr domestic producers.

Masrwhile, the stituation ac present requires that third
country exporters to the Cosmon Market (1ike Colombia) have a de-
tailed kaowledge of tha Tequiresents in each separate carket. Frono
the techaical and econcaic viewvpoint {t =2y even be {=posaible
fer a country 1tke Colombia to satisfy the requirements of more

088 or two sarkets. Obviocusly, it is in Colomhia's interests thac
the members of the Common Market harmoni{ze their food regulacions.
Since the United States is also a potent!al rarket, 2 more corplete
harmoaization of food regulations throuphout the world would also ba
desirable from Colozhia's point of viev, OCf coursa, neither the
U.S. nor Western European requircmencs aire Iinsursountabdle, but there
s & cost involved !n deter=ining each countzry’s require=ents in
detatl, and then {na =aking the mecetsars technical adjustoents so
that Colowbian industries can =ake the required product.

3) Wood Products

Tariff and other legal restricticns seea to Se less (o~
portant as barriers to Colo=hia's exports of tropical hardwoods
than the intemal factors rhat Rive rize to higher costa, low qualicy,
and unrealiable deliveries. The four =ajor markets-—the United States,
Japan, the EEC, and the United Eingdos--allow most tropical logs
to eater duty free and apply relatively lov rates to the =ajor
procensed wood »roducts =cst relevant o the tropical hardwood
exporters. In additlon, all four =arke%s have zade offers under the
UNCTAD (United Nations Confercence on Trade and Develop=ent) schexe
of genersl preference o liberalize !=pcrts of =anufactured and semj~
uanufactured products (including wood products) originating ir
developing countries.

4) Sugar

In a free market, Colo=h{a could increase its share of the
world market by becoeing =ore co=petitive--selliag at a lower price,
incressing the efficiency of zs =arketiag svatem (adopting bulk
handling, for exa=ple), and filling export orders om a tizely basis.
Couversely, Coloeb{a could lose 1ts <hare of the world sugar market
1f 1ts prices rose tegardleas o vhether this was a cost rise

spacific to the sugar industry or due to increased production and marketing

costs due to geaeral inflatloznary conditfens in the country not

cczpeasated for by changes !n the exchange rate. Colozhia could
also lose {22 rhare of the world ~n:ter {f donmestic consw=ption

increased more ragtdly than procdu-tion.

Lowever, world supar c:ade is, and wil] protably continue
ta te, charactacized by speclal carketing arrangements. More than
half 5f toral wnrid #¥pOILs enter {nternational trade channels under
prefarentfal arrangeswnta. Much of the rerainder is now traded
under the provisicns of the Internaticnal Sugar Afreezant. Under
thase conditicaa, a country's ability to increase its exports depends
not only on price cozpetitiveness but also the status of {ts relation-
ships with the preferential izporters, {ts ability to negotiate quotas,
and {tn abiifzy to f111 quotas once negocfated. Colozbia has
cacbership {n twvo of the ieportant rarketing arrangements--the U.S.
Barket and the International Suzar Agreezent.

Colo=bia's opportunities to €Xport sugar are fairly vell
defined, both {a the U.5. law and in the international Agreement.
Its basic quotas are mstablished for several years at a time,
although {ts actual ©¢4ports can riac cbove these levels on a vear~
to-year baais depending on whether other ccuntries fall short in
supplying their allot=ents. This dces not cean, however, that the
earket s an unattraceive cne. Ner do these arrangements nean that
the market caa he exploited to {ts fulles: without some positive
comm{tzent cn the part of the gevernzent and private export
groups to do so. if the behavior elictited by such arrangenents is
to look for greener Pastures—fascer zrowing markets with fevar
constraines--it {3 likely Nac che eXP3TL opportunities that are
available will not be explol ed to their fullest,

To maxintze foreign exchangzc earnings uader the constraints
irposed Ly the world macket, shortfalls such as occurred under the
Intermational Agree=ent {n 1969 and 1630 shauld be avoided. Instead,
Colozbia should explore the possibilicty of idepting a production ead
etock managezent proprasm deafzned to take vdvantage of other
countries® shortfalls. Such shertfalls «111 continue to occur,
both {n the U.5. =arket (Pucrec Rice, for ~xarpie) and under the
Internationaal Agreerent., In the rast, when stocks were limited,
Colochia's firse priority was to auprly the U.S, aarket (1) because
1f bastc quotas were not filled, noxt year's quotas would be Teduced,
and (2) because prices in the protected L.S. narket were higher than
those on the free market. This price differential {s not likely to
be as large !o :the future, at least for the next several vears and
longer, {f the Agree=cnt centinucs ty work.

Io the past, then, Colo=hia followed a strategy of maximizing
its foreign exchange carnings fros sugar exports subject to the
constraints i=posed by {ts ovn stock situation. The alternative
is for Colozbia to Plan for production and atocks te be large enough
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to enable ic to supply all of ifs basic quotas plus any deficits
prorated to it. GCood performance Ir supplving other countrles'
deficits can also provide a stronp bargaiaing poin: to help Colozbia
focrease its basic quotas during subsequent negotiating sessions.

Thare sre costs involved in following such a atrategy,
however. One is the cost of rmaintaining larger carryover stocks
than Colorbia has maintained in the past. Yesr-end stocks, for
exasple, have consistently fallen below the levels considered adequate
(a 2 months supply, for exaeple). Since canc sugar has a longer
gestation period than annuals and stores well, stock manipulation is
the most feasible way of responding to short-run yearly changes {n
the sugar market. The costs of storing larger supar stocks can be
compared with the benefits (using different price assuzptions) to
develop a ratiocnal storage policy.

All of thia assumes, of course, that sugar production {s the
wost profitable alternative availadle to the private sugar producers,
aad that adequate quantities (enough to supply both domestic consumption
and exports) will be produced. Norestic price policies should he
revieved to determinc vhether t-i{c s thc case. 1If, as FAO and other
sources {adicate, Colc-bia fs a lov-cost producer and has adeguate
land on which te expand productiszn, Colorbia should be able to find
a domestic price lewrl which will draw forth adequate production and
still allcew rroducere te make a prefit when selling to the internaticnal
as well ac the U.S. =arket.

5) latin Azcricen Markets

Latin Acerican countries, thermselves, probably have the highest
and mrst ccmplicated legal barriers to the entry of cach others'
produc:s. The cxceptinn to this rule occurs acong countries that are
oeobers of the same regional organization, such as the Caribbean
" Free Tradc Assoc'at.on (CARIFTA), the Ceniral American Common Market
(CACM), the Latin American Free Trade Association (LAFTA), and the
Andean Cezxon Market (ACM). Colosbla is a pezber of the last two
groups. ‘lowever, the extent to vhich these groups have already succceded
in lowering their barriers to cach others' products varies considerably
from group to group and, within these groups, from com=-3ity to commodlity.

Most Latin Acerican countrics have designed their trade
policies to protect and encourape duzestic {ndustrics as wvell ag to
secure reverue for the governrent. In most countries, this goal is
achieved by sorting up high irpor: dutics and irport crautrols orn the
entry of non-essential goeds and services and goods similar to those
Praduced locally. At the same tize, ver: low duties are izposed on
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ite=s used for industrial or agricultural preduction rot produced
locally. Cozzoditf{es which usuully fall {ato the second category

are raw materials, fertilirers, apricultural and f{ndustrial machinery,
coastruction raterials, spare parts, and chemicals. Processed

food and textile Irports are livelv to be subject to high duties,
however, sincze these !ndustries are among the first established in
developing countries.

These measures are characteristic of a trade-industrialization
policy referred to as "irport substitution.” This corbination of
tariffs nakes imported inpus cheaper and raises the price at
vhich the final product can be sold and still compete against foreign
imports, gives the dorestic industrialist the opportunity (1) to
earn higher profits or (2) to produce his product at higher costs.
Unfertunately, experience indicates that the latter has often happened,
leaving cecuntry after ccuntry vith a group of high cost domestic
industries. A siphoning of resources out of export-oriented in-
dustrics has been another unintended consequence of this import
substitution policy. .

Most Latin Azmerican countrier use a series of regulations
to contrel irmports, not just tariffs. If so, the main barrier Day
be the cocplexity of the system which cust be understood and nmani-
pulated by the potential exporter. This systen may also corpletely
prohibit cerrain irports. Examples of other types of barriers to
icports include: surcharges (Ecuador, Peru, Guyana, Jamaica, Panama,
Venezuela, Braz{l), exchange controls (Ecuador), {mport licenses
{Ecuader | Cuyana, Trinildad »nd Tebagn, Panr~a, Jzmaica, Peru,
Venczucla), irport deposits (Ecuador), lists of prohibited cormodities
(Peru untfl 1969, Veneruela, Trinidad and Tobago), quotas (Panana),
sanitary regularions (Panama, Peru, Venezuela), and internal taxes
(Jazaica, Vc ezuela, Brazil), This complex syster of tariff and non-
tariff barriers and oreferential arrarpements necessitates a detailed
analysis of the coniitions of entry in cach potectial market.

d. Cost of Market Entry

Traditional export cormodities such as grain, coffee, cotton,
and sugar arc horogeneous, have well deterrmined quality specifications,
and are traded at established prices in world markets. This neans
the exporter only has to put such products at the threshold of market
avareness vhere well-established channels gather the product and move
it to the ultimats consumer. For example, when exporting cugar, Colombia
is part of a well-orpanized, operating international msrket system
and most of the intern:l costs required tc link Colombia with this
systen have already becn incurred.



On the other hand, the markets for processed fools are
characterized by substantial product differentiation. In addition
to the natural differences among commodities and type of processing,
firme often try to further differentiate their product as a neans of
compating. By gecting consuzers to identify their product as something
distinct, firms hope to create a less elastic demand for their pro-
duct, giving them greater freedoz to raise prices without losing
markats. The prevalence of this means of competition makes marketing
practices within these markets comple”ely different. Demand might
have to be “created” or "discovered" for a processed product, and
the product pushed through channels in order to penetrate the market.
This wakes rarkering these types of products very corplicated, expensive,
and risky.

The conditions &7 carket entry facing fresh fruit and vegetable
and tropical hardwood exports are more like the conditions for prccessed
foods than the conditions applicable to traditional exports like
sugar. There is no established "world price" for these corzodities
because there is no "world market." Specifications differ from market
to market, and producers do attempt to differentiate their products
by brand.

To successfully penetrate these external narkets, the potential
exporter must have a thorough knowledge of consurcer preferences and
behavior in each of these markets and adapt hirgelf to them. He
nust know, in detail, the types and varieties of produce required,
the quality standards denanded, the timing of shipzents to suit market
needs, and the mauscr ui markec peuctiation required. Second,
the prcducer must develop the capability to produce the preducts
required in the external markets, grade these products according to
the i-porters' standards, and then be able to adhere to these standards
by developing a system of quality control. Fiusily, to be successful,
the potential exporier must know and comply with the cormercial
practices of the irport markecs and their subsequent distribution
channels.

These market requirements sre not completely inflexible,
however, and exporters can take more active measures to increase their
penetration of given zarkets. Exporters can become more aggressive
in their sales policies, cmploying their mwm sales representatives,
for example. Quantities shipped or prices at which shiprents are
offered can be deliberately manipulated. Also, consumer preferences
can be influsnced through advertising.
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There is a cost associated with eack of these steps, however,
vhich must be kept in mind when determining the comparative attractive-
ness of two or rore potential markets. For example, in the case of
both fresh and processed fruits and vegetables, costs will have to
be incurred by private producers and/or the government to develop
the marketing structure needed to move these products out of Colombis
and into the external markets. Moreover, in the case of both fresh
and processed fruits and vegetables, there is no well-organized
international narketing structure to link into, making the costs of
developing these markets much higher and the success of doing so quite
uncertain. On the other hand, the costs of entering the sugar market
have already been incurred and, therefore, would not have to be sub-
tracted froo any export benefits which aight be obtained from a more
rational stock management 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
vhere the products are produced domestically and (2) the narket for
tropical fruit. In supplying seasonal and counter-seascnal markets,
the big problen is to get the produce to the market at the right time,
at the righc price. Once there, consurers do not need extra per-
suasion to Luy 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 ready market
does not exist for tropical ‘ruits, however. An extra effort to
stimulote demand ard to educate the consurer is vequired to develop
these markets. The extra expenditures requirec ror these advertising
canpaigns 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,
vhere consumer demand is lov because the product is unknown, its
price is too high -0 encourage experimentation, and the quantities
entering the marke: 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
zore money and more sophisticated techniques than supplying their
counter-seasonal markets and (2) the returns for these expenditures
are less certain, will take much longer to naterialize, and mav not
be any larger than the returns to expenditures spent to increase
exports to the "off-season"” markets. This is not to say that efforts
should rot be made to develop markets fur fresh mangoes in the United
States and lestern Europe, for example, but I would argue that it



would be better to begin this effort after some success has already
beea achieved in other parts of the export program. A similar srgupent
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 in
selecting potential cormodities and second as a guide to selecting the
sppropriate development strategy. A simple varifant of this approach
vas used In this study itself. Markets were excluded, for example,
if levels of demand were low, and commodities were excluded if import
levels were small and showed limited promise of growth. This strategy
grew out of a recognition that the costs required to evaluate, es-
tablish, and promote a =illion 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
warkets where the probability of finding export opportunities with
high benefits to costs should be greater. The same procedure is
recommended to the Colombians. )
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