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SECTION ONE

AGRIBUSINESS IN TEE ECONOMIC
TRANSFORMATION PROCESS

The traditional approaches to development economics and the evaluation of national sectoral
accounts lead to the conclusion that, as developing countries move through the stages of economic
growth, a transition takes place in which largely agrarian, low-income economies give way to more
industrialized and service-oriented economies. However, a close look at the economies of developing
countries in Asia reveals a somewhat different picture. When a detailed or disaggregated view is taken,
the mask covering the roles and contributions of agribusiness in this growth process is removed, showing
that agribusiness is of criticai importance in pushing these economies to higher stages of economic
growth. This paper describes this transition, in terms of the roles and functions of agricultuie and
agribusiness, in developing countries in Asia that have projects sponsored by the U.S. Agency for
International Development (USAID). This paper attempts to shed light on critical activities that may be
supported to enhance and speed this transition.

THE ROLES AND FUNCTIONS OF AGRIBUSINESS

Agribusiness facilitates or leverages the transformation of agricultural production into a form, at
a place and a time at which a consumer prefers to buy the product. If the market is free, the consumer
will agree to pay the market price for the good; if there are official or unofficial controls on the market,
fixed prices or inefficient prices will reign. As this process strives for efficiency, producers will receive
fair prices for their produce and consumers will pay compctitive prices for their goods. If the
transformation process is clumsy or is riddled with middlemen or "coyotes," who arbitrarily exact costs
that are unjustified, or if government, private monopolies, or parastatals dominate the scene, the
transformation process is limited in the scope and the degree to which it satisfies the needs of its
producers and consumers.

BENEFICIARIES OF AN EFFICIENT AGRIBUSINESS SECTOR

The noted development economist Albert Hirschman said that agribusiness generates the least
backward and forward linkages of all industrial or manufacturing sectors. However, a ciose look at the
situation in developing countries indicates that the agribusiness sector in developing countries directly
affects more people than any other sector, except for some public service utilities such as energy,
communications, or transportation. Recent evaluations indicate that the linkages are strong, that large
numbers of jobs are created by agribusiness initiatives, and that backward and forward linkages, the
multiplier, and the rural wage rate are all positively affected to significant degrees with well-orchestrated
agribusiness programs. Because of the leveraging principle of agribusiness in terms of generating
significant linkages in the development process, an improved, efficient agribusiness sector can have a
significant effect on four sets of beneficiaries in commodity-producing countries and in commodity-
consuming countries, whether the same or different countries are producers and consumers. The first
set of beneficiaries comprises the workers and the owners of the agribusinesses that transform the
commodities in form and location. Agricultural commodities are bulky and often are perishable, and they



do not travel well in an unprocessed state. Much labor is required to transform these products, in terms
of packaging, cutting, trimming, canning, preserving, pickling, drying, liquefying, spinning, cooling, or
freezing. In most places where processing plants have sprung up, uneriployment in the surrounding
region is significantly reduced and underemployment tends to vanish. Some products are also generally
handled by women. The scarcity of labor resulting fromn higher employment levels bids up the local wage
rates in the whole area surrounding these facilities and promotes full local employment.

The second set of beneficiaries comprises the growers and producers, who spend long hours and
many workdays in the production of the commodities in demand. The more perishable the products and
the higher in value they become because of the elasticity of their demand, the greater the number of
employees required for their production. Grain crops require just short of 100 workdays per year per
hectare of land to produce, whereas some fruit and vegetable crops may need 700 workdays per year per
hectare. A whole range of labor demand profiles exists for the principal and potential crops in RAP’s
area of influence. Typically, an agribusiness processing facility such as a cannery can draw raw materials
from 1,000 growers, and a textile plant may need 10,000 growers. A tannery may acquire hides from
several thousand itinerant herders. And these growers or producers are often women, especially in
horticulture, flowers and ornamentals, and fruit production. In fact, one of the tissue-culture
biotechnology laboratories in Indonesia was founded by a woman who hires mainly women to do the test
tube and propagating work. In Ecuador, managers in the flower subsector feel that women are better
suited than are men for handling roses, in terms of pollination, picking, and bundling of the stems.

The third set of beneficiaries comprises the consumers. To the extent that fond and fiber products
can be produced, transformed, and distributed at the least cost possible, consumer prices will be kept at
a minimum and consumers will benefit by having their food and fiber dollars stretch as far as possible.
When more products enter the market at any given time, prices bid down and a consumer surplus is
generated. When more winter or off-season fruits and vegetables are delivered to the market, consumers
benefit handsomely by relatively lower prices for their food products. This phenomenon can often result
in a5 to 10 percent increase in disposable income, which means the poor can afford to buy more protein-
rich food for their children, who often are malnourished.

The fourth group of beneficiaries of improved functioning of the agribusiness sector includes the
input dealers (such as fertilizer, seed, and pesticide suppliers and agricultural machinery and implement
manufacturers) and the providers of financial and marketing services (such as banks and credit agencies,
transporters and shippers, and market news agencies and communications utilities). Many small and
medium-sized firms are engaged in the delivery of farm inputs, as witnessed by the results of the fertilizer
improvement and privatization program in Bangladesh, where 100,000 private dealers have sprung up
to distribute fertilizers alone and several new bank branches have formed to create new towns.

When all these forward and backward linkages are considered in the determination of the impact
that the agribusiness sector generates, one finds that the USAID efforts directed toward this sector induce
impacts far beyond the small number of employees who work in the small and medium-sized
agribusinesses that simply buy and sell the agricultural products. Moreover, as marketing and
transformation expands, a demand pull is created that requires more and more production to satisfy these
needs, thereby setting in motion a chain reaction reaching back to an ever-increasing number of producers
and hired hands, as well as input suppliers, implement manufacturers, product handlers, and service
providers.



SECTION TWO

THE SIZE OF AGRICULTURAL TRADE IN ASIA

In this overview of the agribusiness sector in Asia, a brief look at the relative sizes of the
producing countries in terms of their contribution to worldwide markets is merited; so is a comparison
with the sizes of the principal consumer markets in the region. The producing countries considered in
this overview are India, Sri Lanka, Bangladesh, Nepal, Indonesia, and the Philippines. The Far East
consumer markets considered in this study are Japan, Singapore, Hong Kong, Korea, and Taiwan.
However, a comparison with China must also be considered, because China is a large-scale producer of
virtually every commodity. Principal markets outside the region, such as the United States and the
European Union, are also included in this overview; Australia and New Zealand are included when
relevant data are available.

In Table I, world production is presented, with the percentage share that each principal country
contributes to that total. It can be seen that China is the only country in Asia that produces significant
shares of several commodities. Other Asian countries produce significant shares of only a few products.
For example, India produces a large share of the world’s rice, sorghum, peanuts, and rapeseed. India
also probably has the largest number of cattle (but they are rarely slaughtered, because of religious
taboos). Indonesia is high in copra and palm oil; the Philippines also produces significant amounts of
copra. Asian countries are also major producers of cashews, tea, pineapple, spices, and shrimp, although
this is not shown in Table I.

Figure | shows the sizes of the import markets for agribusiness products from producing countries
where USAID’s Regional Agribusiness Project (RAP) condr:cts activities. Japan imports $18 billion
worth of agribusiness products, whereas the other principal markets of the region import only $1 billion
to $3 billion worth. The RAP countries account for very little of this total. Figure 2 presents the value
of exports from the RAP countries. In this case, it is shown that Indonesia exports the largest value of
agribusiness products, followed by the Philippines and India. The levels of exports from Sri Lanka and
Bangladesh are significantly less, perhaps one-twentieth of Indonesia’s; Nepal’s export level is minimal.



TABLE 1

WORLD PRODUCTION OF SELECTED AGRIBUSINESS PRODUCTS

‘World Production Share of S

elected Agribusiness Products (1993)

i
i Commodity [Total (MTs)] U.S China  Pakistan India ~ indonésia Philippines Sri Lanka Bangladesh ~Nepal Other Significant Total RAP
. Producers
Wheal 560 12% 19% 3% 10% T e m—ees e %
iCom 454 35% 21% 2% 1% 1% 4%
Rice 344 1.5% 36% 1% 23% 9% 2% 5% 39%
Cotlon (mil bales) 83 19% 23% 10% 13% 13%
Sorghum 112 25% 9% 23% 23%
Peanuts 23 7% 35% 30% 4% 1% 5%
Soybean 112 44% 1% 45% 2% 7%
Rapeseed 27 <1% 26% 22% 22%
Copra 5 9% 25% 45% 1.5% 81%
Palm Oil 14 26% Mataysia (55%) 26%
Cocoa 12.5% Malaysia (10.5%) 12.5%
Tobacco (unmanuf) 84 9% 42% 1% 7% 2% 1% 0.5% 10.5%
Cashews
Coffes 97 4% 8% 1% <0.1% Brazil (29%). Colombia (14%), Vietnam (2 13%
Beef 46 24% 5% 2% 0.3% Australia/New Zealand (5%) 2%
Callle (# head) 1034 10% 11% 26% 05% 26.5%
Sheep (# head) 923 1% 22% 18% Australia/New Zaaland (21%) 18%
Mutton 6.3 2% 22% 10% Auslralia/New Zealand (17%) 10%
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SECTION THREE

AGRICULTURAL EVOLUTION

THE GREEN REVOLUTION, PHASE I

The producing countries covered by RAP have been the leaders in the green revolution. For the
most part, they have reached food self-sufficiency by improving production of staple crops through the
adoption of high-yielding varieties of rice and wheat. The green revolution was made possible by the
development of seed varieties that were extremely responsive to intensive fertilizer applications, resulting
in much higher yields than local varieties could produce, and by taking advantage of excess labor and
restricted irrigated acreage to provide for the country’s food needs. However, the spread of the new
varieties did not occur ‘until ample fertilizers were made available at reasonable cost throughout the
countryside, and adoption took place only when lands were irrigated. As evidenced by the Center for
Development Information and Evaluation’s (CDIE’s) agribusiness assessment in Bangladesh, the adoption
of high-yielding varieties was delayed until fertilizers were distributed widelv and cheaply, and until
policies regarding the import and sale of irrigation pumps were liberalized. These events were prompted
by the development of the fertilizer and input supply agribusinesses that were introduced with the support
and encouragement of the donor community, especially USAID. Similarly, the excess preduction could
not be distributed without an efficient network of transporters and marketers within each country; they
moved the surplus from the irrigated fields to the dispzrse urban communities. Agribusiness has played
a critical role in the green revolution.

THE GREEN REVOLUTION, PHASE 11

The 1990s brings a new era, portrayed by some as the green revolution, phase II, for deve.opment
protagonists in these countries. The production of traditional staple crops, with the assistance of the new
high-yielding technologies, has generally satisfied the internal demand for these food products and, in
some instances, has led to exports. In Bangladesh, USAID’s Fertilizer Improvement Project made
possible the efficient delivery of fertilizer inputs through 113,000 private dealers. Because of the
resulting surplus production of high-yielding varieties of rice, Bangladesh is for the first time in a position
to export rice. But a result of this increase in staple crops production is that returns to rice and wheat
farmers have ceased to increase and, as a result, the potential for continued growth in these commodities
has stagnated. Because these countries have ever-increasing populations and work forces and because
the demand for new jobs continues to skyrocket, a new type of agriculture is needed to absorb this
increase in the work force with adequately remunerable jobs. The solution to this problem is to introduce
crops or production systems that produce significantly higher values of output per unit of input than do
traditional crops, employ more labor than do rice and wheat, and provide increasing incomes to the
country’s work force.

On the other end, consumer incomes are increasing and urbanization is rapidly expanding. More
food must be produced for the urban areas, transported without spoiling, and transformed into products
that the consumers demand. The solution to this problem is the expansion of food processing, food
storage, and cold chains in each country in the region.
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Agribusinesses play a key role in stimulating both of these developments in the Asian economies.
Although there are those who question the wisdom or appropriateness of producing a more diverse array
of higher-valued commodities and of improving their distribution and transformaticn, the introduction of
these solutions is imperative if the goals of development in Asia, in terms of economic growth,
democracy, and environmental protection, are to be achieved. [f economic stagnation in the rural areas
were to be condoned and the expectant economic transformation denied, these countries would revert to
widespread poverty, which could ignite contlict and disaster.

AGRIBUSINESS IS THE SOLUTION

To find solutions for the predominantly agrarian cultures of the producing countries, the roles of
agribusinesses must take on more importance and be singled out for more attention. Agribusinesses in
these economies inform producers about the technical feasibility and economic potential of products that
can be produced and indicate the form or quality these products should take before being placed in the
market, so that, when the products are transferred to urban, regional, and international markets, they will
command reasonable prices to justify their costs and distribution. This intermediary role for transferring
information and prices, conducting the physical movement, and performing the transformation process
is carried out by agribusinesses throughout the world. This also occurs to a significant degree in
USAID’s Asia Bureau producing countries. Since this function cannot be performed without incurring
costs, final market prices must be significantly greater than production costs in order to induce individuals
and institutions to enter into this process. When these prices are not sufficient to cover costs, the function
is nat carried out and the product cannot or vill not be produced, distributed, or transforned.

Product Choice

As the producing countries in Asia enter the 1990s, a whole range of products must be produced
to satisfy the criteria set forth above. Each producing country has commodities with comparative
advantages in the regional and international markets that agribusinesses have developed to take advantage
of natural production conditions. Bangladesh exports shrimp and leather. Indonesia is noted for its spices
and cacao. India produces the most cashews, the Philippines has developed bananas and pineapples, and
Sri Lanka is renowned for black tea. Several of these countries produce coffee, cacao, and seafood —
shrimp, lobster, and other crustaceans.

It is noteworthy that all of these producing countries have the natural environments .nd the human
resources to produce almost all the products the Asia Regional Agribusiness Project has identified for
potential development. How each country selects the specific products or commodities to promote will
depend to a large extent on the resources of the agribusinesses that participate in the development process
and the degree of support that the governments and the donors offer for their establishment.

The commodity options identified for the full scope of RAP’s support include several fresh tropical
fruits and vegetables and the processing of these products for canning, drying, or freezing; cut tlowers,
foliage, and ornamentals; spices, herbs, and nuts; and fresh and frozen aquaculture products. In terms
of the potential markets for these products, regional trade data show that the percentage of imports into
the principal regional markets from any single producing country varies from 10 percent to 30 percent,
except for the crops highlighted in the last paragraph, and that the percentage of imports varies from [
percent to 11 percent for the producing countries as a whole. This means that the market for both fresh
and processed products in these groups is substantia!, if it is recognized that the production costs and
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transportation costs from these countries to the principal regional markets are significantly less than for
many distant developed countries. It apgears that the biggest competition comes from mainland China,
which leads the world in the production of virtually every commodity in one form or the other.

Characteristics of the Principal Regional Markets

Since the quantity of product that any producing country would be likely to place in a given
regional market would be relatively small, the likelihood of markei saturation, which would drive down
the price, is minimal. The key to market penetration in this area is the development of market linkages,
using a market catalyst — an agribusiness in the form of an individual, firm, or institution, with formal
ties to the receiving market, that can advise, guide. and supervise the production, packaging, processing,
and marketing of the product in the producing country, thereby guiding the product from ihe beginning
of the market chain to the end. This incorporates the principle of subcontracting and sourcing that
Japanese agribusinesses have perfected in the region and to which most market participants adhere. Jung
Whee Rhee, of the World Bank, has described this phenomenon, in « recent article on textiles in
Bangladesh and plywood in Indonesia, as the "catalyst” approach. The Mon-Traditional Agricuitural
Export Support Project in Central America uses the term "channel captains," and the Africa Private
Enterprise Fund has coined the term: "industry leaders.” All of these individuals, firms, or representatives
are valued for their knowledge or participation in the end user markets, which allows them to guarantee
market penetration, as well as their wiliingness to enter into production or into packaging or processing
arrangements in the producing countries.

Another observation on these regional markets is that very little processing is conducted in the
producing countries, yet the market for processed goods in the consuming countries is growing
significantly as their economies rise through the stages of economic growth and their consumers become
more sophisticated and demand more prepared foods. Moreover, the passage of the Uruguay Rcund of
the General Agieement on Tariffs and Trade (GATT) further reduces the protection of processors in the
consuming countries. This creates the opportunity for more value-added processing in the producing
countries, vertically tied through private labels developed by the catalysts or openly competing in the
import terminal markets.

Domestic Growth in Internal Markets

A final observation is that the producing countries are moving through the stages of economic
growth to the point that their economies are much more urban than they have been, and the overall level
of income allows city dwellers to purchase more income-elastic foods — meats, milk, poultry products,
fruits, vegetables, and prepared foods — and relatively fewer grains, roots, and tubers. This transition
demands the production, distribution, and sale of these products in a vast network of wholesale and retail
distribution centers within these countries, as a complement to the demands arising in regional and
international markets. As a resuli, agribusinesses must pay attenticn to the production, processing, and
distribution of these products for internal as well as for external markets and must develop the appropriate
institutions that correspond to more advanced stages of economic growth,
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SECTION FOUR

THE PERCENTAGE SHARE OF AGRICULTURE AND
AGRIBUSINESS IN THE RAP COUNTRIES

As development progresses from low-income, subsistence agriculture to highly industrialized
modern economies, the relative share of agriculture declines dramatically and industrial and service
activities increase. The CDIE Agribusiness Assessment Design Proposal identifies five stages of
economic growth, characterized as economies that are: (1) peasant/traditional; (2) low-income
agricultural; (3) transitional middle-income; (4) industrializing middle-income; or (5) modern developed.
(For a description of the principal characteristics of each stage of economic growth, see the piece
preparcd for the Evaluation Technical Services (ETS) Agribusiness Assessment, which was based on the
work of John Holtzman and is presented in Annex B of this paper.) In this general description,
agriculture represents 81 percent of the gross domestic product (GDP) in peasant/traditional societies, 46
percent in low-income agricultural economies, and from 25 percent down to 2 percent in economies that
are in full transition to modernization. The corresponding industrial and services sectors start out with
a combined share of 17 percent, rise to 48 percent for low-income economies, and reach 70 percent to
90 percent for industrialized societies. The trend lines describing these shifts in the relative share of
GDP are shown in Figure 4, using data obtained from the design proposal’s generalized scenario.

However. the traditional presentation of these sectoral transitions do not record the percentage
share of agribusiness activities in the industrial, manufacturing, and services sectors. As the CDIE paner
points out, agribusiness plays a minor role in traditional economies but contributes a sig.ificant share of
the total in more developed economies (see Figure 5). When the share of agribusiness is added to the
share of cgriculture to form a combined agriculture-agribusiness sector, the percentage share of GDP
remains close to 50 percent, well into the industrialized stages of growth, as seen in Figure 6.

The Asian covntries under review aie experiencing significant economic changes as they move up
the stages of economic growth. Data collected from U.N. statistical reports on industrial and
mai:ufacturing output over the last four decadcs have been analyzed to show the degree to which
agriculture and agribusiness maintain their percentage shares in the production of the GDP in each
country. These percentages are depicted in graphs in Annex A. In contrast, countries such as the United
Stater and Japan have moved beyond agriculture and agriculture-related activities, and show a developed
country profile, in which agriculture plays a lesser roie.

DECLINE IN PERCENTAGE SHARE OF AGRICULTURE IN GDP

In virtually all the countries analyzed — the six RAP countries, plus Thailand and Japan — the
share of agricultural output in GDP decreased from the early 1960s through the 1990s. In all countries,
the share dropped by 10 percent or more over the four decades, with some countries showing more
dramatic shifts than others. Nepal, Bangladesh, and India began with the highest shares and showed large
drop-offs of almost 20 percent by 1993, but still remained relatively high with 52 percent, 44 percent,
and 37 percent, respectively. In contrast, Sri Lanka, the Philippines, and Indonesia showed more
moderate descents, of about 10 percent, in agricultural production over the four decades, reaching 28
percent, 23 percent, and 23 percent, respectively. Thailand, which in the early 1960s had the same
relative share of agricultural output as did Sri Lanka, the Philippines, and Indonesia, fell dramatically to
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16 percent for agriculture in 1993. Japan, the most industrialized country in the region, showed
agricultural output at 13 percent of GDP in 1960 and only 4 percent in 1993. The United States had an
agricultural output share of only 2 percent in 1993.

GROWTH IN PERCENTAGE SHARE OF INDUSTRY IN GDP

As economies grow in the total value of their output, the relative share of the contribution of
industry increases. The charts in Annex A show the extent to which the industrial sector takes on a larger
share of each country’s economy. In Nepal, this increase has been relatively insignificant, growing only
11 percent to 34 percent. But for the rest of the RAP countries, industrial output as a share of GDP rose
from percentages in the low 40s (38 percent for Bangladesh) to more than 55 percent — and up to 7!
percent (Bangladesh = 59 percent, India = S5 percent, Sri Lanka = 58 percent, Philippines = 71
percent, and Indonesia = 70 percent). Thailand, starting at 56 percent, jumped to 80 percent; Japan,
beginning at 70 percent in 1960, rose to 92 percent by 1993.

The Share of Agribusiness in Industry Expands as the Share of Industry Grows

Although the data on agribusiness in the industrial sector are not clearly identified, an analysis of
manufacturing data, along with generally accepted conventions about the degree to which certain
industrial categories service agribusinesses, permits one to estimate the extent to which the industrial
sector harbors agribusiness activities.

The information available on manufacturing presents categories for food products, beverages,
tobacco, spinning and weaving of fibers, leather, wood products, pulp and paper products, fertilizers and
chemicals, and rubber. Together, these make up the agro-based manufacturing industries. The
percentage of agro-based products in the total manufacturing sector is then used as a multiplier in the
statistics for all activities in the manufacturing industries. In addition, multipliers are developed for the
other sectoral categories in order to assign agribusiness-related services to the output of those categories.
The other categories and their respective multipliers are listed in Table 2.

TABLE 2

PERCENTAGE SHARE OF AGRIBUSINESS-RELATED SERVICES
IN INDUSTRIAL CATEGORIES

Industrial Category Percentage Share Comments
Wholesale/Retail Trade 30%

Transportation 20%

Finance 10%

Community Services 20% to 50% Depends on the assignment ¢: the

restaurant/hotel trade

Government Services 5%

Other Industries 10% to 25% In ascending order over two
decades, but Japan remains at 10%




Figure 4

Contribution to Gross Domestic Product by Sector
Generalized Case
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Figure 5

Contribution to Gross Domestic Product by Sector
Showing the Agribusiness Portion of Manufacturing and Services
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Figure 6

Contribution to Gross Domestic Product by Sector
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When these percentage shares are multiplied times their respective industrial categories, a figure
is generated for the total share of agribusiness in the industrial sector. This value is low for Nepal,
ranging from 6 percent to 8 percent over the four decades of analysis. The value ranges from 11 percent
to 20 percent for Bangladesh; 14 percent to 16 percent for India; and 20 percent to 30 percent for Sri
Lanka, the Philippines, Indonesia, and Thailand. Japan declines from 24 percent to 22 percent. This
analysis chows that the total share of agribusiness in the industrial sector increases moderately as the
economy trades and processes more agricultural goods and distributes more production to its urban

masses.

The methodology used in this analysis follows quite closely the analysis used in two other similar
studies — one, by Larry Morgan, that measured the share of agribusiness in the economies of the
Philippines and Pakistan, and another, conducted by the Agricultural Policy Analysis Project, Phase II,
under the direction of Ismael Ouedraogo, that analyzed the economies of Morocco, Tunisia, and Jordan.

Percentage Share of Agriculture and Agribusiness in Asian Economies

In order to reach the share of agriculture and agro-based manufacturing, industry, and service
activities in the economy as a whole, the percentage shares of agriculture and agribusiness are added
together. The results of the analysis show that agriculture and agribusinesses combine to account for 60
percent and 63 percent, respectively, or the GDP in Nepal and Bangladesh; remain between 53 percent
and 56 percent for India, Sri Lanka, the Philippines, and Indonesia; drop to 48 percent for Thaiiand, and
account for only 26 percent for Japan. The U.S. economy registered agribusiness and agricultural activity
at 16 percent in 1989,

Percentage Share of Agriculture and Agribusiness in Total Employment

The U.N. statistics record the number of establishments for each category of manufacturing
enterprises. The statistics also indicate the number of employees in each category. In reviewing these
statistics, no discernible pattern emerges other than that the number of establishments and the number of
employees roughly mirror the statistics shown above in the percentage shares for GDP. The Ouedraogo
document cited Austin (1992) as comparing labor and share of GDP in the United States. The share of
agriculture was 12 percent of employment compared with 9 percent of GDP, whereas the share for eating
places was 18 percent of labor and only 9 percent of GDP. However, the share of the sector as a whole
was 16 percent of GDP and 17 percent of labor. In the developing countries of Asia, it is expected that
the manufacturing sector would have roughly equivalent percentages for shares of GDP and employment
but that, for agricultural production, employment shares would be substantially larger. In the Ouedraogo
study in Morocco, Tunisia, and Jordan, agribusiness’s share of employment in manufacturing was
approximately 20 percent greater than its share in GDP. Employment in agriculture itself was not singled
out. From all of these studies and estimates, it is safe to conclude that the share of employment
occasioned by agribusiness and agriculture would be greater than the shares of GDP for RAP countries.

Current Stages of Growth of Asian Economies
Using the information presented above, it is possible to identify each country’s current point of

evolution in terms of sectoral contributions to GDP. This is depicted in Figure 7. Nepal appears to be
hovering between the first two stages of growth; Bangladesh seems to be in the second stage; India, Sri



24

Lanka, the Philippines, and Indonesia are transitional economies; Thailand is industrializing; and Japan
is a modern developed society.



Figure 7

Contribution to Gross Dormestic Product by Sector
Current Positions of RAP Couniries
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SECTION FIVE

CONCLUSIONS

It is apparent from the results of this study that agriculture and its derived and corresponding set
of agribusiness activities play a dominant role in the economies of the emerging Asian countries serviced
by USAID missions. It is for this reason that RAP and the projects it services in the Asia missions are
highly justified for continued support and strongly merit significant levels of technical assistance from
USAID to the sectors the projects serve. Agriculture and agribusiness are the driving forces in most of
these countries, producing more than 50 percent of their respective GDPs, and will remain so for at least
the next decade of development. The design of judicious and appropriate support mechanisms for the
agricultural and agribusiness sector will enhance its growth and will help these countries climb more
rapidly up the economic stages of growth,

IMPLICATIONS FOR DEVELOPMENT ACTIVITIES

As the Asian economies expand their activities in agro-processing and food distribution of
traditional crops and products as well as in the production of nontraditional agricultural exports, the need
for new technologies, farm machinery, food processing, storage and handling equipment, and technical
assistance — all adapted to socioeconomic conditions — will greatly increase. USAID and other donors
will be in a position to enhance the speed with which the transition of these economies takes place, by
designing and implementing assistance programs that will introduce these new technologies, machines,
and equipment. The growth of agribusiness has been demonstrated in the previous paragraphs; a study
just drafted by three regional experts for North America, Europe, and Asia, which analyzes the impact
that will be generated by ratification of the Uruguay Round of GATT, shows that exports and trade will
expand even more rapidly as the effects of tariffication and tariff reductions spread throughout the region.

RECOMMENDATIONS

USAID has been supporting projects in agribusiness for almost a decade but not in an organized
way. Although the Center for Development Information and Evaluation’s Agribusiness Assessment
identified several agribusiness projects that USAID has sponsored, much of the agribusiness work USAID
has supported has been done under the auspices of agricultural, natural resource, privatization, or policy
reform projects. Moreover, in recent years, there has been a tendency to move away from direct support
of agriculture and agribusiness initiatives, and as a result, several of the ongoing projects are facing
severe budget shortfalls or direct cutbacks. Given the evidence presented in the above chapters, these
cutbacks appear misguided. If agribusiness and its corresponding leverage in the agricultural sector
account for roughly 50 percent of economic activity in developing countries, USAID should be concerned
about the degree to which it supports programs and projects in this sector.

USAID has designed efforts to address this sector. Last year the Asia Bureau developed the
Regional Agribusiness Project to promote agribusiness as a means of enhancing the economic growth and
welfare of the people living in Asian countries that are home to USAID agribusiness projects, and of
assisting in the design of new agribusiness projects in the region. However, in many instances, support
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for Mission-based projects is eroding. Nevertheless, RAP is designed to operate over the next four years,
with a mandate to achieve the following:

Improve market information systems throughout the area and provide market intelligence on
price and volume information on the principal markets in the area and on markets in Europe
and North America.

Provide information and training on sanitary and phytosanitary rules and regulations that will
emerge with the passage of the Uruguay Round of GATT, and improve the food postharvest
environment by offering information, training, and technology transfer in food processing,
handling, storage, and packaging.

Establish a system for identifying agribusiness catalysts in the United Statzs and elsewhere
that can become involved in promoting increased trade, equipment and machinery purchases,
sourcing of products, and development of joint venture operations in the developing
countries of Asia. .

Analyze the potential for improving domestic marketing systems — wholesale markets, cold-
chain distribution systems, transport and storage facilities, integrated marketing systems
(chain stores), and so forth — in order to satisfy unmet domestic demand, as a corollary to
the development of export markets.

Provide technical and analytical support to the ongoing export-promotion projects in the
region — those financed by USAID as well as those financed by other donors.

Improve the enabling environment so that women workers, managers, and entrepreneurs will
be able to play more vital roles in the agribusiness sector.

Take advantage of the emerging innovation in agribusiness financing in the region, and use
these initiatives in innovation to create improved financing mechanisms for the evolving
agribusiness enterprises.

Develop activities that can enhance the rate of growth of food processing and handling
enterprises in the region, and that strive to develop new product forms for locally produced
goods.
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ANNEX A

YERCENTAGE SHARE OF AGRIBUSINESS
IN SELECTED ECONOMIES



%IND/GDP

%AG/GDP

i1 Nepal . & JAPAN
100% & Bangladesh 80% &3 PHILIPPINES
& India B THAILAND
80% €3 Sri Lanka 60% 3 SRI LANKA
& Philippines & INDIA
60%
2 Indonesia 40% BIBANG
40% & Thailand | NEP
kS Japan £2 INDONESIA
[E—— | 20%
20%
0% 0%
‘60 72 77 ‘83 '90 '60 72 77 ‘83 '90
%AGBU/GDP %AG-AGBU/GDP|
I — ——
&2 Nepal Kl JAPAN
40% t Bangladesh 100% & PHILIPPINES
&3 India i INDONESIA
30% L3 Sri Lanka 80% £ SRI LANKA
& Philippines s0t & THAILAND
20% =) Indonesia E1INDIA
ki Thailand 40% NEP
10% k2 Japan £ BANG
0% 0%

‘60

‘72

77

‘83

‘80

‘60 72 77 ‘83 ‘90

-V



lNepaI

r-v

100%
80%
60% | B T o @ %IND/GDP
\ & %AG/GDP
-A- %AGBU/GDP
40% |- 5 %AG-AGBU/GDP
B—- g——— o
5 —
20% |
A —h- A & a
0% . . : : I

'60 72 77 ‘83 ‘90




80%

60%

40%

20%

0%

- \ @ %IND/GDP
_____,,—n/ & %AG/GDP

-4~ %AGBU/GDP
8 %AG-AGBU/GDP

72

77 '83 ‘89




India

80%

9-v

J—
e\<< B %IND/GDP
40% | - — \\\\@\\@ < %AGIGDP
& %AGBU/GDP
& %AG-AGBU/GDP
20%
A A— —k & A

oo/o 4 - 1 1 1 N
'60 72 77 '83 ‘88




Sri Lankaﬂl

80%
a8
60% |- T -
(3— /// e
= %IND/GDP
& %AGIGDP
40%

@ & %AGBU/GDP
_,/—/@\\ | 5 %AG-AGBU/GDP

L-Y

A  ,

0% 1 . 1 1 4 1
'63 72 77 ‘83 '80




AN

80%

60%

40%

20%

0%

Philippines

Tk oo B

%IND/GDP
%AG/GDP
%AGBU/GDP
“%AG-AGBU/GDP

7

8-V




Indonesia

80%

60%

& %IND/GDP

< %AG/GDP

-A- %AGBU/GDP

£ %AG-AGBU/GDP

40%

6-V

20%

0% 1 1 i _.L. |
72 77 ‘83 ‘89

At




100%

80%

60%

40%

20%

0%

Thailand

& %IND/GDP

<~ %AG/GDP

-4 %AGBU/GDP

8 %AG-AGBU/GDP

77

[

0T-v




IJapan

IT-v

100%
I
—a—
- -
80% —
60% - W %IND/GDP
< %AG/IGDP
4 %AGBU/GDP
40% g 85 %AG-AGBU/GDP
\5\9\\\_&\
A A 8
A —
20% |- A
0\4; : —
0% L ' . : '

‘60 72 77 '83 '80




B-1

ANNEX B

STAGES OF ECONOMIC GROWTH

..4\r



B-3
ANNEX B

STAGES OF ECONCMIC GROWTH

I. Peasant or Traditional Societies

In predominantly peasant societies characterized by
primitive technology and extremely low productivity, little
agricultural surplus is available for marketing. Food crop
production and/or livestock production constitutes the prime
agricultural activity and the daily diet is based on household
production. Most agricultural inputs are supplied by the
informal sector. For example, local indigenous carpenters
manufacture simple hand tools and implements or the village
grocer supplles both seeds and credit when needed. The informal
sector is also responsible for storing, transportlng and
marketing what little agricultural surplus is available.
Consequently, the contribution of agribusiness to gross national
product tends to be marginal in peasant societies except in the
cases where a high value commercial crop is produced for export
markets, usually by foreign firms.

The conditions that are prevalent within this stage of
development may be characterized by extreme volatility in local
markets predominantly due to the climatic variations affecting
productlon systems. As a result, attempts are made to requlate
prices to stabilize the effects of this volatility, and the
resulting institutional structure becomes very restrictive, not
always supportive of the producers, and rarely creates the
incentives needed for expanding economic growth. It is almost as
if they are caught in a productivity trap, and it is difficult to
determine which policy or regulation or natural phenomenon is the
critically restrictive element.

In most instances there is an attempt to fix prices for food
commodities in urban areas in order to prevent extremely high
prices when there is drought or scarcity due to other causes.
Because these societies are traditionally poor, infrastructure
development is most often in a state of decay because funds for
maintenance are unavailable. Producers of food Crops are small,
often farming less than a hectare and they tend to consume on the
farm most of what they produce. Food processing per se is
usually carried out on the farm also. If a farm surplus is
generated, it is sold or traded in local markets amongst traders
who are severely undercapltallzed and financed through local
moneylenders or savings groups. What traders exist often operate
within an atomistic market structure, operating parallel to and
in competition with government supported marketing institutions.
As a remnant of former periods when colonialist institutions
dominated the production of commodities destined for export, many
parastatal organizations continue to exist attempting to hold on

UP
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to control the market far beyond their effective usefulness and
to extending their coverage into more marketing activities than
those for which they were originally designed. This is done
predominantly because marketing margins are extremely small under
these conditions, and as a result, marketing agents must handle
large quantities in order to survive.

I(a). Input Markets in Peasant Societies

Farmers generally retain seeds from last year's harvest for
next season's plantings. Improved seeds are not available nor
can farmers afford to purchase them if they were. Inorganic
fertilizers are also not available and farmers only have access
to manure, crop residues, burning and compost, and have developed
in some cases, "live" manure in terms of leguminous trees and
cover crops. Agro-chemicals are not used and equipment and
machinery are limited to hand tools and some animal labor. Labor
markets are limited to inter-household exchanges with virtually
no wage labor.

I(b). Output Markets in Peasant Societies

Post-harvest technology is on-farm with little processing
other than drying or salting, with typically high losses.
Household to household trade predominates and few traders or
wholesalers exist. Periodic markets are limited and widely
dispersed and grades and standards are virtually non-existent.

Given the lack of development, lack of surplus and limited
amount of trade that occurs in the peasant economy, the amount of
agribusiness transactions that are carried out are severely
limited. Only a few percentage points of GDP can be considered
to be attributable to the agribusiness sector in this type of
economy.

II. Low-Income Agricultural Economies

The second stage of development is considered to be the low-
income agricultural economy to distinguish these situations from
ones which may be more assimilated to city-states, such as
Singapore, Hong Kong or Mauritius for example, in which case they
would jump the peasant and agricultural stages altogether. 1In
the low-income agricultural society, a degree of movement to the
urban areas begins, and the agricultural sector must increase
production to provide a surplus to feed the emerging city
populaticns. The rate of transition from an almost exclusively
agrarian society to one with growth centers in urban areas is
often quite rapid. However, agriculture does not begin to use
modern inputs and new technologies to any great extent but rather
attempts to increase acreage and consequently production induced
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mainly by the increased urban demand. As the rural urban centers
evolve, a modicum of infrastructure emerges, in terms of
electricity, communications, roads, sewage and waste disposal,
and access to water. Contract enforcement remains verbal and due
to local influence, and land tenure remains insecure. But
because a surplus must be moved to the urban areas, a wholesale
network begins to arise. Often the Government sets up, supports
and expands the role of marketing boards, fashioned after the
models of the old or remnant commodity marketing parastatals.
Banking institutions still avoid the rural areas except when they
are forced into operations by the marketing boards.

II(a). Input Markets in Low-Income Agricultural Economies

Government sponsored seed improvement and distribution
programs are developed and operate to a limited extent.
Parastatals provide fertilizers for export crops, but staple
crops such as grains, legumes and tubers rarely receive inorganic
fertilizers. Likewise, agro-chemicals are not widespread on
staple crops. Farmers associated with the marketing boards can
obtain animal traction and perhaps tractor hire service, but once
again this is limited for staple crops. However, a degree of
wage labor emerges, especially for certain husbandry tasks and
during peak labor demand periods on the principal grain crop and
the export crops. What occurs during this stage of development
is an expan51on of export commodity production and a small degree
of increase in staple crop productivity.

II(b). Output Markets in Low-Income Agricultural
Economies

With respect to output markets some development emerges.
Short-term storage without insecticides becomes available with
the parastatals providing storage for the export crops and the
marketing boards handling the pr1nc1pal staple crop that reaches
surplus production. Some food processing begins to appear.
Rural assembly marketing agents from urban wholesalers arrive to
compete for the staple products. The periodic markets expand
their coverage and increase their frequency, but grades and
standards remain rudimentary. The volatility of prices in these
markets remains high as a result, because everything must be
personally inspected by each trader. Market brokers and
moneylenders get involved in marketing but charge relatively high
rates and therefore induce rapid turnovers of stock. Market
information is in the hands of the traders or the Government
marketing agents.

This very constrained environment only allows a few larger
farmers to emerge who tend to produce what surplus is generated.
If access to irrigation is achlred then those farms produce the
surplus. Whereas marketing margins remain small in the no-demand
peasant societies, margins begin to increase in these semi-
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surplus agricultural economies, due to the influence of the urban
demand. These incentives, in turn, permit the economy to move
towards the transitional stage with ever increasing surplus
production and rising productivity rates.

III. Transitional Economies, Middle-Income

As the economy of a country advances and urbanization takes
off, the demand for agricultural inputs and opportunities for
processing and marketing of agricultural produce grows. The
growth of disposable income in the urban population centers
creates markets for a greater volume and diversity of processed
goods. Processed foods such as bread, tortillas, and processed
cassava become standard elements of the diet of a significant
segment of the populace. Agribusiness expands to include
commercial supply of bulk agricultural inputs, some simple farm
product processing, convenience packaging for urban consumer
markets and a few installations for processing branded products
for national and international markets. But agribusiness is
still dominated by micro and small firms. Although the relative
contribution of agribusiness to national gross product increases,
it still remains at less than 15% even though production
agriculture is still 28%.

III(a). Input Markets in Transitional Economies

As the demand for surplus production increases more and more
farmers begin to use improved seeds. Although Governments
continue to produce foundation seeds, commercial firms emerge to
multiply and distribute the more promising hybrids, composites
and varieties. Fertilizer use on staple grain crops is more
prevalent but usually not at optimum levels, and its distribution
is often carried out by commercial firms. Agro-chemicals appear
in this stage of development, especially for use in storage of
grains and use is widespread on high-valued cash crops but use on
staple grains , tubers, oil seeds and legumes is still limited.
However, chemical veterinary inputs become fairly widespread,
usually provided by public animal health agencies. Animal
traction becomes widespread, almost common place, and local
equipment and machinery repair facilities spring up in rural
communities. Wage labor increases significantly, and generally
becomes full-time rather than just for peak-season employment.
Movement from depressed rural areas is the source of the
employment.

III(b). Output Markets in Transitional Economies

On-farm storage methods improve dramatically with
corresponding reductions in crop losses. Commercial food
processing facilities take over the on-farm activities as the
agricultural surplus expands. Staple food processing dominates
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for oil pressing, feed production, and flour milling, along with
the expansion of more traditional product semi-processing, such
as cocoa fermentation, o0il seed decortication and bread and pasta
manufacturing. Commercial beer brewing also becomes pervasive
and far reachino. More wholesalers emerge during this
development stage to move the surplus commodities to urban
centers and markets, in which jobbers, retailers, transporters
and other marketing agents proliferate. The marketing
distribution system tends to absorb a fair degree of the urban
unemployment. Large urban wholesale markets arise, fed by an
intricate network of periodic assembly markets. Although grades
and standards begin to emerge and reflect Government concerns for
public health and transactions stability, the enforcement of
these regulations is less than perfect. Given the emergence of a
semblance of grades and standards contractual arrangements
between producers, processors marketers and exporters evolves and
eliminates the need for personal inspection of each lot which
then facilitates trade in much larger volumes and from more
disparate locations. Market information becomes widespread and
often printed in newsletters or broadcast on radios. Forward
projections on prices and production are provided. With the
increase in demand many producers become commercially oriented
and begin to program production for eventual sale, thereby
creating purchasing power amongst the producers. Although
economies of scale reduce costs for particular marketing
functions, in the aggregate significant value is added to
agricultural products before they reach the consumer, who, in
turn, have more purchasing power than those in the low-income,
rural, agricultural economies.

(Africa, Latin America, Asia, Central Asia)
IV. Industrializing Economies, Middle Income

With the further expansion and deepening of the economy,
agribusiness enters a new phase. An increasing share of
agricultural output takes the form of semi-processed foods that
become inputs to other industrial processes. Milk, grains,
beans, oil seeds, cocoa, fruits and vegetables are used in an
assortment of baked goods prepared in a variety of processed and
packaged forms. This is because the demand for consumer
processed goods tends to accelerate due to changing life styles
and corresponding consumption patterns. A rapid growth in inputs
also occurs as agricultural productivity strives to keep up with
urban demand and even outpace it. Post-harvest agribusiness
activity also increases, along with the complexity of the
structure and functioning of the agricultural marketing system
which evolves to serve the expanding urban population. Firms
throughout the agribusiness sector become larger, processing and
manufacturing becomes more technology intensive and the over-all
contribution of agribusinesses to employment and incomes rises
considerably, surpassing the value of agricultural production
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activities in terms of employment and GDP. Many of the middle
income countries in Asia and Latin America are passing through
this stage of development.

Most significant in these societies is the tremendous
increase in purchasing power exerted from the urban areas and the
relative power of wealth and income that spreads through the
rural areas in terms of fixing an elastic demand structure for
agricultural goods that incorporate some kind of product
transformation. As agribusinesses emerge to provide these
required services, the country enters into a more scientific and
industrialized stage of growth. The judiciary system evolves to
the point of enforcing contractual agreements, honoring property
rights and ensuring a sense of political security by providing
checks and balances to the executive and legislative branches of
government. Scale and concentration of marketing distribution
functions inevitably arises and small-scale, inefficient
operators disappear except for the provision of convenience
utilities. The transport infrastructure becomes well-developed
in this stage of development, not only in the road network but
also in rail, air and port facilities. Telephones, electricity
and other utilities spread throughout the countryside, going well
beyond the major urban areas. The Government's role in
agricultural marketing tends to shift towards a focus on the
consumer, vigorously enforcing grades and standards, preventing
gross anti-competitive practices, and introducing concepts of
food safety. The role of financial institutions also changes
dramatically, as the formal system becomes more diversified,
deeper and more peretrating to rural areas, and servicing the
agribusiness sector with longer-term loans with greater
accessibility. Perhaps the key change in this sector is the
availability of financing for marketing functions, that is, for
traders and processors.

Iv(a). Input Markets in Industrializing Economies

Input markets mature in the industrializing economies. A
vibrant seed industry develops which is able to screen, test and
develop improved varieties suited to local conditions. Private
firms increasingly produce foundation stock, and contract
multipliers extensively. High levels of fertilizer use become
commonplace and alternative formulations, timing and method of
application expands. Fertilizers are sold whoulesale, in bulk,
and most dealers offer extension advice along with the
fertilizers. Virtually all farms use agro-chemicals, and phyto-
sanitary products are used for storage facilities, on or off the
farm. Veterinary services become more privatized and widespread.
With respect to farm mechanization, motorized tractors, tillers,
harvesters, and processing units are more in demand, and most
processing takes place off the farm, with farmers buying back
processed coods for their consumption needs. Farm ownership
versus man: gement and labor tend towards separate functioning,

/
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and permanent hired labor is supplemented by seasonal peak labor,
often imported from outside the region and sometimes from off-
shore. Also, marketing and processing firms generally operating
on seasonal supply schedules move towards more permanent
operations with full-time staff.

IV(b). Output Markets in Industrializing Economies

Post-harvest technology improves dramatically, with
mechanization for high-valued perishable products along with pre-
cooling and cold storage facilities becoming more readily
available. Large-scale commercial storage of staples also
improves. Processing units increase their scale and efficiency,
and processed fruits and vegetables are widely consumed.
Greater convenience is embodied in processed foods, which are
ready to eat or cook. Packaging becomes more¢ attractive and
important for sales. Large-scale wholesale firms trade a broader
array of products and are able to supply the needs of grocery
stores and other retail outlets. An increase in the scale of
retailing also occurs. Multiple wholesale markets serve large
cities and the variety of retail outlets proliferates. Produce
is generally assembled on the farm and brought directly to the
processors or grain elevators by the farmers. Periodic assembly
markets tend to disappear. Although grades and standards are
more universally applied and violators sanctioned, grading
schemes become more subtle and differentiated, reflecting the
higher income levels and purchasing power of surrounding
communities, and the variety of tastes and preferences that
accompany these increases.

As more goods are traded at higher prices, market
coordination becomes more dynamic, more precise, and more
complex. Auction markets, commodity exchange markets and even
futures markets replace spot markets. Electronic marketing is
introduced as the food chain becomes more vertically integrated.
Producers, processors, traders, exporters and importers use
forward deliverable contracts and hedge to protect against risks.
Crop insurance may appear or other farm income guarantee schemes
may be introduced. Public information systems are developed to
provide up-to-date price information to all market participants.
As farmers sell all of their output and purchase processed,
ready-to-cook food, there is a recognition that farmers
themselves capture a relatively smaller share of the consumer's
expenditure as time, place and form utilities are added to
agricultural products.

(South Africa, Latin America, Caribbean, Central
America, Southeast Asia, Eastern Europe)
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V. Developed (Industrialized) Economies

Finally, when a country reaches the highly industrialized
stage of growth, input and post-harvest agribusinesses dominate
the agricultural sector and play a major role in the services and
manufacturing sectors as well. The value-added attributable to
agribusiness far exceeds the value of agricultural production,
roughly 20% to 3% respectively. When secondary processing of
agriculturally based goods such as spinning, weaving and sewing
of cotton or wool into garments, or finishing and sewing leather
into apparel, or the manufacture of confectionery products from
sugar, chocolate and milk, then the value produced in the
agribusiness sector is even greater.

This ultimate stage in the development process is
characterized most notably by complete urbanization with very
high prevailing incomes and purchasing power that demands
convenience goods, processed foods and restaurant meals.
Consumers are willing to pay premium prices for such services.
Health consciocusness increases demand for fresh produce and
organically grown foods, and environmental consciousness leads to
a draw back on excessive use of harmful agro-chemicals. A strong
legal system supports the food safety issue, controls
environmental externalities, and enforces truth in advertising
and labeling, with strict penalties for non-compliance to
requlations. In the modern societies, there is a high degree of
market concentration in food processing, trading and
distribution. Government tends to work towards preventing
concentration at too high a level so as to avert direct collusion
and monopoly control in a confined market by any given firm. The
transportation industry serving the agribusiness sector is
extremely sophisticated using roads, rail, air and shipping in
the most efficient manner. Telecommunications networks penetrate
to the rural areas and electricity is available on a national
basis. Financial institutions offer an array of services ranging
from commedity, futures and currency markets to participation in
global lending institutions. 1In this stage of economic growth
agriculture becomes a business incorporating all aspects of the
production and transformation of agricultural products into final
consumer goods.

V(a). Input Markets in Developed Economies

In seed development, private f rms rec'ive government and
university support to improve plant material, often introducing
biotechnology techniquas to shorten the testing, multiplication
and diffusion cycle. Farmers become very knowledgeable at this
point about the attributes of fertilization and agro-chemical
use, usually testing the soils to determine exact amounts to use
at any given time. Reverting to low-input, sustainable crop
production emerges in order to protect the environment and the
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consumer. Integrated pest management sysiems where non-chemical
and chemical pest control options are strateglcally employed,
become prevalent. Government agencies often step in to spray or
provide the necessary treatments for generalized pest populations
with the capacity to cause significant losses to farmers and
agribusinesses. Farm operations tend to be very heavily
mechanized and capitalized. Smaller firms rely on custom
servicing units. What little labor is utilized comes with the
machinery or from off-shore sources during peak demand periods.
Agribusinessrs must compete with other industrial sectors for
skilled labor.

V(b). Output Markets in Developed Economies

Post~harvest handling operations become highly mechanized
and quality conscious. Field pre-cooling and shrink wrap,
mechanized sorting and grading, standardized cartons and
containers, and palletization and fork-1lift handling of all
types of produce are among the major post-harvest handling
methods employed. Prccessing facilities operate for much longer
periods throughout the year, and are able to adapt to several
related uses. As demand for fresh produce increases, canned and
bottled goods may decline, but frozen and freeze-dried goods
increase. Vast, integrated food conglomerates perform assembly,
processing, storage, wholesaling and retailing functions.
Wholesale markets tend to disappear as producers ship directly to
chain store warehouses. Supermarkets and warehouse stores become
the principal retail outlets for urban and suburban consumers,
except for the niche markets that exist for convenience stores
and fast food outlets, which are also members of highly organized
wholesale distribution centers or chains. As the vertically
integrated firms and chain operatlons increase, public
information systems decline in importance from a business
perspective. Global information, however, becomes necessary for
international trade and procurement. Corporate or cooperative
farms sell all of their output, and highly specialized farms
producing high-valued items also sell the majority of their
output. Agricultural production accounts for only a minor
portion of the activities surrounding the enormous task of
producing and preparing food for consumption and other products
for industrial use. The majority of this effort falls into the
agribusiness sector.

(EEC, Nafta, Five tigers, Australia, Japan)



