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:\l.-\RKETI:'iG STRATEGIES FOR FOOD EXPORTS F1~o:,-r

DEVELOPI:'iG COL.'iTRIES

A Paper presented <.Ii IFCO.v '98
The FClIrih Inrernational Food Conference:

Trends in Food Science and Technology· Global Perspective
November 24-27. 1998

J~vsore. India

Executive Summary

:'i.Jany agricultural marketing strategies in developing countries
rely on the principles of Comparative Advantage and in so doing tend to
lose out to rival countries that have introduced and practiced the tenets of
Competitive Advantage.

This paper seeks to explain and explore the proposition stated above. The ditTerences
between comparative advantage and competitive advantage are given. using at its base the
competitive advantage approach ofylichael Porter in his book The Competiti"e Ad"antage A.'
.'Vations (1990. New York: Free Press) . Case studies from five countries examine how use or
competitive advantage tenets improved chances for success in food export experiments.

Simply stated competitive advantage seeks to segment the high-end markets for foods
and to carry out value-added processing as close to the source of the product as possible.
High quality packaging, presentation, and advertising are essential and when quality control
standards are reached they are accompanied by a Seal of Quality or recognizable logo.
\Iarketing technique replaces low-cost production (a comparative advantage tenet) as the
pivotal element in this strategy.
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I. [:\TRODlCTIO"

\rl~1:. l;,-TIcultural marketing strategies in de\'eloping countries rely on the princ!pt.::s
of c,)J"r.;···:::\<? .~A'lnttlge and in 50 doing haVe tended to lose out to rival countries that ha\e
introduced lnd practiced the tenets of Compel/In'e .i,",,"antage. What do [ mean by this
statement"' \\'hat lre the differences between comparati"e admlllage and competiln'e
ad"alllage" What is the evidence that competiti"e advantage is sUperior">

Comparative .idvantage relies on creating an economic advantage from the low cost
of and easy access to the basic factors of production - natural resources. climatic conditions.
off-season production. geographic proximity, and plentiful and inexpensive labor.
Competitive advantage builds on these comparative advantages to actually impro\'e or
increase existing factors and to introduce new factors of production; to carry out promotional
activities to enhance demand and to identify and select a specific corner of any particular
market; and to organize a netv;ork of related and support institutions to underpin the
emerging industry.

II. THE Competitive Advantage'APPROACH

This approach is best outlined by Yfichael Porter in his book The Competitn'e
.-ldvantage o/Nations (1990, ~ew York: Free Press) and characterized by what he calls the
four clements of the ·'diamond." These elements interact in all possible ways and must all be
addressed to some extent if a successful strategy is to be achieved. But the over-riding theme
that pertneates the approach is the contrast between comparative advantage and competicj"e
advantage. The former is based on the stock or endowment of factors of production. with
more stock meaning cheaper stock, whereas the latter is based on the ability to create new and
improved factors of production, as well as to generate improved conditions for the other three
elements of the diamond, namely I) competitive firm strategies and rivalry. 2) increases in
demand and 3) a network of related and supporting industries. Developing countries. he
notes. have the daunting task of upgrading all four parts of the triangle simultaneously. It is a
much more challenging task than is the model based on factor costs and economies of scale.

P:r:er focuses his effort with the notion of"clustering," which he prefers o\"er such
generaliz~dpolicies of import substitution or protection for nascent industries through tan ffs
or subslJles. His clusters start with a select industry as a base and then develop the
downstre.lffi. upstream and related industries to support the base. Goverrunent has a leading
role to pll!" 10 helping to select the focus industry and to create the environment in which the
elements of the diamond can be improved. "Government is seen as the principal engine of
factor creation" .lnd is seen to be justified by the externalities and synergistic benetits to the
economy that exceed those of any participant, he writes. Porter's research shows that those
countries that follow the principle of creating factor conditions and improving the related
elements of the diamond have succeeded in de\"eloping industries that are competiti\'e on a

1 •• 1 _ •

S.OOJ.l OJ515.

Porter -:onducted his research of succ~ssful industries all O\'er the" orld and four.d
that .limost III 0 f them reached maturity in de\e1oped countries. He JevelL.ped a S;Jg!rl;S

panem that dri\"c~:competiti\"e de\·dopment. The four stages are I) factor-uri,,:n.~)
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counmes. ~'. ':~ ',:1 '.he tour tlgers. h3se not reached beyond stage two. .lccordin" to Po;e,' s
c1as5tricH:. ":5 -

[r' :~.., ':>e :he case then the promotion of food export industries from de\'elopin!!
countnes 5hould concentrate on creating and improving factor conditions and increasi~g
in\estments, But identiti-ing unique demand opportunities or creatin!! new demand. ­
stimulating the tonnulation ofclusters and supporting institutions. and organizing the
business structure to create more rivalry and competition will all enhance~he pro~pects tor
successful entry into world-class markets.

Competitive Advantage has been applied-in one way or another. to greater or lesser
degrees of intensity-in each of the five case studies presented in this paper. Successes ha\'e
been substantial in almost all cases evaluated. not only in terms ofretums to the participating
finns but .llso from the point of view of community or country-wide impacts, :'.loreo\·er. for
Kenya green beans and Guatemalan snow peas. they have become the world leaders for those
commodities. Ecuador is fast approaching the status of Colombia for cut tlowers. and Sri
Lanka is poised to be a world-class competitor in tropical fish. vanilla and pyrethrum. '

1II. COl':'iTRY CASE STliDIES

Ecuador: The CS..1JD-supported PROEXANT (Promotion of Exports ofi'iontraditional
.-\gricultural Products) project played a major role in stimulating the increase of
nontraditional agricultural exports from a mere 53 million dollars in 1978 to more than S-;-5
million dollars in 1994..-\Imost 100.000 new jobs were created in the process. This was
done by providing technical assistance in product development. technology transfer, market
identi tication. technical training in agronomy. post-harvest handling and processing. and
policy reionn. The project introduced a Seal of Quality that was placed on all products
exported, based on rigorous pre-export inspections. thereby creating recognition in the export
markets for a safe. healthy, and high-quality product. Each product in this program had its
own market niche and market window in the major export markets of the L;nited States and
Europe:ls well as in the neighboring regional markets of Colombia. Venezuela. and the
.-\oti lies

T:-,e principal high-end crops and products that the project promoted were passion
fruH ;'10':= Jnd concentrate. dehydrated bananas. melons, gypsophila. camations. tropical
tlowers. l5paragus. broccoli, hearts of palm, Tahiti limes, early season pineapple. ginger.
mango ..)kr:l. blackberries, blueberries, raspberries. baby com. artichoke, snow peas. and
French green beans. Less high-valued crops considered for local and regional markets \...ere
lenuce. cucumbers. onions. potatoes. squash, peas, carrots. and spinach.

Technology transfer was achieved by introducing such production techniques as
induced mango tlowering to accelerate haf\'esting which would coincide more to export
m.lrket \\ indows; rapid pr0pagat:on oi pineapple through apical meristem gouging; .:ontrolled
rlowering oipineapple :.tsing artiticial Hower induction; semi-mechanized pesticide
application:o control timing. quantity and unifonnity; and introductory tield trials vi
import~d s~~ds for bei"Ti-:;s. JSpJ.r3gus. broc.:oli. Tahiti linles. mango. and ginger. Technotogy
Je\e1opment \\ 3.S generated through tield experimentation and development in other cropS JS

3
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\\~II. Th~ :,;,:~ ·~f .;uality control and phylOsanltary regulation recel\·~d ~onc~mrlleJ

,mention b:, :':~ ;:>r')ject: a Seal of Quality was developed for all ~xported. nontraditional
agricultur.J' Jr·)JuCls administered by the project. and work~rs expos~d to pestic:de r~sidL:es

w~r~ rou[;r:~l:; ~XJ.mlned and checked for excess exposure.

The project's intluence extended to the policy arena. Project staff sat on several
committ~es and commissions. such as the Customs Committee. the :\d\'isor,' Foreign
Commerce Committee. the International Committee for ::anning and Packi~g. .lnd ~he
International Transport Commission. The project had an impact on the fonnulation of several
new laws such as the Law to Facilitate Exports and \1aritime Transport. and the Pesticide
Law. Every company interviewed during USAID's evaluation was convinced that the
nontraditional crop sector would not have grown at all had the project not been an active
broker for the interests of the fruit and vegetable industry in Ecuador.

Guatemala: Hannover BrandS from Pennsvlvania. CSA. wanted a new source of vegelables, -
in the mid-70s and so they ventured into the highlands of Guatemala to bui ld an IQF (quick
freezing) plant for broccoli. Brussels sprouts. okra. and cauliflower. The farmers in the area
were contracted to supply the plant with the produce it needed. The project was extremely
successful and bred several offspring. Three large packing houses now operate in the same
area. contracting small scale farmers (I hectare or less) to provide them with silpplies on a
year-round basis.

Perhaps the most interesting offspring of this activity has been the Cuatro Pinos
Cooperativa (the 4 Pines Cooperative). The early farmers who supplied Alcosa (the
Hannover Brands plant) with broccoli and cauliflower were unhappy with their contracts and
prices one year and decided to form a cooperative to market their own produce fresh to the
Cnited States. They began with snow peas and now a large percentage ofV.S. imports of
snow peas. particularly in the winter. are dependent on Guatemala. The Cooperative
continues to expand and diversify its products and other marketing groups have also been
initiated in the highlands.

Some of the entrepreneurs from the highlands have moved to Guatemala's coastal
plains to grow melons and other vegetables with equal success but not through contract
farming. '-.'evertheless. they still employ significant numbers of Guatemalan farmers and
genera[~ ;;~ificant foreign exchange and income for the country from their exports.

h :~e Guatemalan situation. it was significant that all donors supported the formation
of the Gr~'-\ial, a Guild for the exporters of all nontraditional agricultural and nonagricultural
products. T~e Guild acted as a catalyst and principal lobbyist to the government for reforms
that ~xport~rs identified as necessary to improve their trade. The Guild was instrumental in
developing express licensing through a "one-stop shop" office window; in liberalizing air and
sea transportation. in improving the speed and efficiency of port services. in introducing
warehousing and cold storage at the airports. and in harmonizing phytosanitary regulations
and inspections.

There were two signi ftcant social impacts deli ,"ing from Guatemala' s nontraJitio f1.l1
~rops export progT3.m. First. Glo\~r 3.nd Kusterer (1990) report that "the most po;:ti\~

tr3.nst~)r:n.1t!On;ll ~ffect of JQribuSl!iCSS on women"sli\'es comes not from con(r:!('~ firr:ir::5 t:ut
from reproc6sing plant employment. Small-to\\n and rural women who work~d in th~

f
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p.lCklng 5ii~~5 . ..:.mr.mg plimrs. or freeZing f.1ctories ·~\·ere unanimous In reportln5 {holt

emp lo~me:-:, :-:c~".lsed their sci f-esteem. sci f·con fidence. and household in tluence. le"a i
minimum .'. ":,;es. '1ot often available to women in informal emplo~ment. dramaticallv ­
increased ., "men' s lncomes.....as they hecame "major earners of outside income. rec~i,·ed

he:l'th C.lre ::)r :helr families. and enjoyed child care:lt the factories:' This "empowered them
in their rc!auons with husbands and fathers:' Factory emplo}ment provided an "escape route
from patnarchal sQcial systems" and the women favored the "bureaucratic. impersonal
management style. the well-de tined division of labor. the time clocks. and the chance EO work
with large numbers of other women:' all of which gave rise to improvements o\'ertheir
traditional position of subordination in rural social systems.

The second event occurred when President Serrano was accused 0 f human rightS
abuse and using unconstitutional powers. [n retaliation the Cnited States threatened to
suspend
the Caribbean Basin [nitiative's duty· free trade preferences and the long-standing Generalized
System of Preferences that Guatemala enjoyed. In response. the private sector exporters. with
the help of the Gremial, created such an opposition to the President that they forced him from
power and replaced him with a champion of human rights in order to retain their privileged
import status with the U.S.

Kenya: The decades of the 70s and 80s were the decades of the Green Revolution in
agriculture. when new technologies in rice and wheat were introduced to Asia so that the
lndian subcontinent learned how to feed itself. But the decade of the 90s belongs to Kenya.
where we have the "Green Bean" revolution. In the remote hills of Kenya. on meager land
holdings of an acre or tv,.-o, thousands ofonce-poor farmers, mainly women. are panicipating
in an export explosion. They are called outgrowers and over the years they have leamed their
agriculrure well and they can now grow as good a green bean as any you'll find in Europe. In
fact. most of what they produce ends up on dining tables in France, the U.K., the Benelux
countries. and Germany. [t appears that the French green bean is now known as the Kenyan
green bean.

During the 70s, agriculturalists had trouble getting farmers to adopt new seed varieties
and to use fertilizers and pesticides on crops they grew mainly for home use. However.
farmers ·.,isely applied inputs and generated fair profits on cash crops as long as market prices
were ~o0d ! price supports were often granted through the Coffee Board. the Kenya Tea
Dewlopment Authority or the Cotton Board) and credit was available. usually subsidized by
the GO\·":7l.'Uent through the lntegrated Agriculrural Development Project. But O\'er the
years. pnc"s did not hold stable, and the incentive to produce these cash crops among small
scale farmers evaporated.

In other parts of the country the Govenunent, with help from liSAID, GTZ. SlDA,
\Vorld Bank. and other donors, tried to develop the drylands with subsidized credit, targeted
extension. small earth dams, water bore holes, rural access roads, and many other
improvements. but the economics were not on their side. :-';ot until the introduction of :::"ee:1
beans in the mid-SOs was it possible to make a difference in the lives of the small-scale
f:lrmers. The earlier effons relied on infrastructure de\elopment for production without
considenng the mJrket. The products that were introduced had low margins with hig."l costs
;lnJ !ow market prices. anJ could not sustain the v:lriations in climate and prices. The farmers

5
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..r.oulJ nO[ -:111;;: :;1. ~n .1 COmparatlve tuf\-U/l{dge in these crops - maize. beans. ":,155.1\.1.

sorghum. ~)"., p";lS. pigeon peas. and couon.

E~[~r ,he Kenya green bean with all of its high technology. quality demands. extreme
perish.lbli,,:...lnd ph~10sanitaryrequirements. [f one were to predict what would ha\'e been
the next cash crop to follow those others it certainly would not have been green beans or
snow peas under small-scale. microenterprise farming conditions in Kenva. But the
revolution succeeded.
Presently. scores of exporters and several canners;processors dailv collect boxes of ,rr~~n

beans all over the hills surrounding ~airobi, reaching beyond ~le~. and de!i\-er thebeans to
the airport in time for the evening flights to Europe.

The initial drive to create a competitive advantage in green beans ',vas spearheaded by
well-connected exporters who saw an opporrunity for the production and sale ofa specialty
niche market product ITom their o\-m farms and those of their neighbors. and who had strong- -
connections in several European markets. As the Kenyan green beans caught hold in the
European consumer markets. demand grew rapidly. The need for more production spread
throughout Kenya. wherever the climate and water was appropriate. as small scale farmers
took up the challenge of producing these beans for the exponers. All the years of training in
food crops and cash crops gleaned ITom the aforementioned projects helped these farmers to
know when jump on this bandwagon. ~ow they are cutting their own bench terraces (ledging
slopes with terraces as a soil conservation technique), not to conserve the land for furure
generations but to find some more space to grow more beans. The farmers have even been
seen cutting down their coffee trees to plant more beans.

The Kenya green bean model was one of identifying a unique market niche and
supplying that market with a quality product, ITesh ITom the field, and packed in market-ready
containers. Some exporters to ylarks and Spencer prepare boxes ready for the retail shelf in
~airobi. The value chain (as Poner refers to the movement of the product from production to
consumption. including all of its transformations) in Kenya is very precise. The growers
harvest there 1 '4 acre plots at 11:00 A...\1 every Monday, Wednesday and Friday. tifty-rwo
weeks out of the year, assemble their three kilogram boxes at a point on the roadhead to reson
the beans. check off their pesticide application record with the buyer representative by three
P\1. load 'he beans on the buyer's truck by four, arrive at the buyer's repacking shed and cold
store ;lear :he airport in Nairobi by seven PM in ~airobi. cool down until 10:30 P\l and are
then loaGed on the planes for a night flight to Europe. The fresh products are in the European
markets \' !thin tv.·enty-four hours of harvest. The number of exporters involved v'aries from
twenty dunng the low volume seasons to close to one hundred during the peak season.

L"S.-'JD calculations show that almost 100,000 people make an income ITom green
bean production' alone. Most of the farmers interviewed said that green beans were their only
cash crop..-\lthough there are some large farms producing these crops, the outgrower
schemes may account for 70% of the total employment. And this is also the case for
outgrowers 0 f flowers. snow peas. mangoes..-\sian vegetables, avocados. mangoes.
pineapples. passion fruit. macadamia. cashews. a \-ariety of citrus and berries. guavas.
?eaches. and plums..-\lthough Kenya has not achieved such a pronounced compel!r!\.?

.:-.'~ ~P?{~lge ['or these crops as they have: for the green beans. they ha\-e been 3b1e to cJ,f\-e 0ut

5·~:~i:~r .lJ\OanL.igc5 by prvces5ing them into nlamlalc1d~s. dried SOUp5. pr~ser. ~5. pi(~~~3.

_"i~'~S. pieces in s~nlps and sauces. and many other types of canned and jarred fnuts Jr-d
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been lchtc·.ejs:o me:lsure the growth in employment In the industry. For the [Otal -
horticu!t,.,,~ .~.C::lstr:-- In Kenya it is estimated that the total number ofwJi!e or income earners
reaches i::-~.!5' ~aii 1 million when one includes all the export and domestic horticulture CruD

:lcre:l;ie -;-';;s :nC0me. in addition. generates from one million to two miilionjobs in the .
Jgriculture-jn\'en non-agriculture sector due to the multiplier effect. These jobs are
generated to produce the consumer goods that these direct employees demand. tor tood.
clothing. transportation, services. house construction, etc. This is quite an impressi\'e
achievement for Kenya's horticultural sector given that employment is one of the central
themes of Government policy and economic growth strategy.

But the "Green Bean" revolution had yet another, more startling and surpnsing
phenomena. in my judgment. This revolution has led directly to a rapid increase in women's
emancipation. On a visit to the ~lwea lrrigation Project in Kirinyaga District, I was
accompanied by four women, all of whom played prominent roles in the training,
management and direction of the farmers groups that were being visiting. Their supen'isors
and colleagues were also women. The :Vlwea Divisional Extension Officer. a woman [ elrst

. met 20 years ago. said at least 75% of the farmers she worked wieh were women. and that in
certain crops and for certain functions, women virtually performed all of the work involved.
A woman heads the :Vlonitoring and Evaluation section of the :Vlinistryof Agriculture's Farm
:Vlanagement Division and is a senior officer in the headquarters of that :Vlinistry. The
District Agricultural Officer in Kirinyaga, where we were visiting, was a woman. as was her
Training Officer, her Farm :Vlanagement Officer, her Field Crops Officer, her Home
Economist. and her Horticultural Extension Officer. The private exporter traveling with us
was a woman. The representative of the Horticultural Crop Development .-\uthority·s
(HCD.-\) Airport lnspection Service was a woman. One of the two HCDA headquarters statT
members, who had initially developed the training session and was leading our visit. was a
woman. Lastly, an international NGO servicing the horticultural sector in the District
(Organic :Vlatter :Vlanagement Network) had just assigned a woman to be their local
horticultural crops promoter.

Women not only playa prominent role in the production and marketing of
horticultural crops in Kenya and elsewhere in the world, but they are the majority of
emplo:ees in all of the processing plants that I visited as well. Women do the sorting,
trimming. cooking, and packing in the processing of fruits and vegetables for canning,
presen !r:g. freezing, bottling, drying, and packaging. Women do all of the flower picking
and packIng in the tlower greenhouses and packing sheds. The ratio of women to men on
these assembly lines-whether they are sophisticated belt- and machine-driven canning
operalloDs. or homemade cooking, hand-trimmed, and hand-filled jar systems, or simply
tables tor sorting and tying for flowers-is at least 4 to I. When it is recognized that packing
plant jobs carry extra social benefits (as noted by Glover, op. cit.), then support fonhese
kinds of activities is perhaps the best way to promote women's welfare compared to any of
the other targeted activities that the donor community and host-country go ....ernments have
designed to promote women in de\·e!opment.

Sri Lanka: The .\gricultural Enterprise project in Sri Lanka (.AgE"T). was designed to

stimuiate ~he (k .. e!opment. di'"ersificJtion. and commerciaiization of agricuitural products
throll~ tht ~1r-2i"'-.0tionofpri\·~lte sector J.gro-enterprises. The project crc:."i£ed:a bU5lncS5

center [hat ~rc>" ,·Jed entrepreneurs with both short- and long-term technical assistance in
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.Jd\·ertIsu1g ~..:; :.:e. lnd training in good bUSiness prac!lces. The busmess center llso ooer::HeJ

.J market :~.:·,.:-:nlt,on network for buyer contacts and provided timely market pnces fo~ :he
princlp.Jl ~r0JuC!5 :.Jrgeted by the project. The project facilitated the attendance of Sri
L.Jnkan e~!:::pre~,c:.:r5 .Jt international trade shows and organized several market tours lnd
missions to neighboring regional markets, Europe, and the U.S.

:\ umque feature of the project was the co-financed grants program. Entrepreneurs
were encouraged to submit requests for grants that would finance the development oi ne",i
products. testing of new packaging and processing technologies. production oi advenlsing
materials. and attendance at fairs and other off-shore events. These grants were often coupled
with the provision of technical assistance. The grants covered 50 percent of the COSt oithe
new activity and were only granted to existing, fully operational enterprises. The project
team's insistence to select clients with existing viable enterprises rather than new business
stan-ups produced a strong base oiinnovative entrepreneurs who effectively exploited project
services and generated a spread effect within their respective industries. The project team
also focused on development opponunities throughout the whole market channel for priori ry
industries and thus, produced a balanced approach that was far superior to the often-used
strategy of targeting only one activity within the channel. Several hundred firms were
assisted by this fund.

Each of the efforts being carried out by the project address crucial elements of the
compelili\'e advanlage diamond. introducing production and processing technologies
improves iactor conditions; producing advenising materials, accessing information.
developing promotion campaigns and attending trade shows expands demand. \-lanagemem
training is also part of the diamond on the factor creation side. One critical element not 0 ften

. covered by development projects was the financing provided through the CO-linanced grams
activity. :\nd the business center itself helped create the cluster effect by bringiag together
and formulating related and supporting enterprises.

.-\nother unique feature of the project was its Women's Entrepreneur Development
component. A certain amount from the co-financed grants program was set aside exclusi\'ely
ior women entrepreneurs, and a full-time staff was assigned to identify women entrepreneurs
and pro"ide them with the necessary assistance that they required to move their enterprises
into sust.l'~lble and profitable operations.

'f'~e project chose specific high-valued crops and products to promote which had an
initial c·J"'.~<1rc/{ive production advantage in Sri Lanka and for which they developed specilic
compeliine ./dvanlages through the services rendered by the project. Crops selected were
\·anilla. pyrethrum, tropical fish, aromatic herbs and spices, essential oils. special feeds ior
poultry. suntlower. line green beans, ornamentals and foliage. tomatoes, and onions..-\n
earlier project had already introduced cantaloupes and okra to the local market and for export.
and the project followed up on these developments. The vanilla promotion may be poised to
create :l unique compelili\'e admlllage in the near future. ~ine hundred growers have fanned
,10 association to market their beans to:1O exclusive buyer in Europe. and initial proc~ssi;"]~

\\ ill :Jegin shortly in Sri Llnka to take advantage of this buyer's commitment. High-qua!ity
'·anillJ. has been introduced as a di"ersitiC:ltion from tea production.
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:\epal: [n :':c KJ.pll Je"clopment pr"!ect In the remote central hlghlJnds or ',"eoal. .1

phenomenJ.i ;::~J.t!on occurred in another l·S.-\fD-tunded project. The project de\-e:oped
pockets .)[ :~,,,~se c:.Jltivation ofhigh-"alued crops, Fanners in the hIiI country mav ha,'e :0
\\'alk one ~., ".\'o days to reach a road connection, which reduces the choice of crop; that C:ln

be succes>i'.ii!v grown and marketec; because of the perishability factor. '\evenheless, apples
have been successtul in the higher elevations, as ha"e cauli flower. radish, mustard seed.
carrots. cabbage. pumpkin. and tomatoes. With the assistance of the project which brought
buyers to the local road heads. the fanners in the pockets have been able to market their croos
for cash incomes. Incomes have increased significantly in the area. in some instances tenfoid.
resulting in increased animal production and food purchases for home consumption. The
most interesting result of these changes in the local consumption patterns is the increase in
Vitamin A consumption amongst children under five years of age. The income elasticity of
Vitamin A in the Rapti project "pocket" areas is .80. (A 1% increase in income leads to a
,3% increase in Vitamin A consumption.) No other study of this correlation has yielded
results above .40. \ly thesis in Colombia in a very successful maize. bean. and honiculture
project known as the Caqueza Project (mentioned above) showed a Vitamin A income
elasticiry ofonly .2.

The project in the Rapti area of Nepal began by just selling the newly introduced
produce in the local. domestic markets, but these markets have begun to be sa:turated with the
medium-valued fruit and vegetable products mentioned above. The next generation of the
project seeks to expand trade across the border into India and is using the techniques of
competitive advantage presented above to accomplish this task.

IV. HOW DO WE PRO:\IOTE :,,/ONTRADITIONAL FOOD EXPORTS?
WHAT ARE THE LESSONS LEAR.'iED?

Step 1: Identify which foods andfood products to promote, Several consultants
contracted to detennine the set of products that should be promoted in any given country have
used the technique ofCompetitive Positions Analysis. This analysis calculates the costS of
production per unit of output and successively adds the unit costs of transponation to the
assembly markets. to the wholesale markets, and to the pons; the costs of packaging, sorting.
packing, cleaning. enhancing, or checking quality; any fees, duties, or taxes; and the shipping
;lnd distnbution costs to the ultimate consumer markets. These costs are stacked one atop the
other to .!etermine the total cost per unit to place the produce in the destination market. Then
seasona! ?rices in several markets are overlaid onto these costs to see at what time period in
the year C0nsumer prices are higher than costs for the product delivered to any specific
market, \\'hen prices are above costs then a potential "market window" appears. At least
tour years of price data should be superimposed on top ofeach other in order to detect trends
and consistenc ies. If the peaks and troughs in the price curve occur at di fferent time periods
one year to the next. then the reliabiliry of these "market windows" would be suspect; if the
price variations are the same each year. the analysis can be assumed to have produced fairly
robust results.

Once {he time period for potential profitability is identified a check on the 'olum~ of
market country production and import:: during that time period is made, If!he quantity of
production "'"ithin the ::'J.rk-?t countt-··- i::: L.:r·~~ rebti\"c to the .~t~o.~titv of imports {hen the
potential :or ~"port!ng to that count~, " ,iskier than it would be if the quantity of impOrls is

9



I...
I...
I...
I...
I.
I...
I.
Iiii
I...
lili

lili

I...
I...
t
I..
t
t
I.
l.,j

I.

high. Sec,.'~C::\.:, c.\ould be preferred [0 urget tr.~se COuntries '.\here imoort ',olumes ~,e

robust :md :':c ~<.; ..lntlty that the exporting ~ountry wishes to ship is a sm~1I portion olthat
Import \O'.,:;,e. This choice is made to a\'oid saturating any market at any given lime penod.
which we<J 'cad to rapid decreases In prices. thus making the whole eXerCISe unprofitable.
The price l;;d \olume data are collected in what are described as :Vlarket Profile Studies.

When carr:ing out this analysis. many crops or products should be looked at. usuallv
50 or more. Once the tive to eight most promising products and their "market window s" .l;e
discovered. more in-depth analyzes can be conducted. Competitive Positions .-\rIalyzes can
be used to determine the competitiveness of any specific product with respect to in-country
costs and market prices. However. another type of analysis that is also useful is the
Competitor Profile. For each product that is selected for development. determine the unit
costs the same way in each country that competes with the host country. The price overlays
in the tinal markets will be identical but the unit costs for each activity - production.
processing, transportation, fees and taxes. etc.. will differ. Then comparisons can be made
with companies producing the same commodities at the same time in the other countries. The
information gathered can be used to compare in-country costs with those 0 f one'5
competition. Labor usage and wage rates per unit output and labor productivity calculations
can be developed. as can input and packaging costs. The number and value of fees assessed.
licensing requirements. import and export duties. and sales and income taxes can be
identified. Shipping costs should also be scrutinized to make sure that national airlines or
shipping companies do not exert monopoly control on these services and charge excessive
fees vis a vis one's competitors. Once all of these aspects of the cost profile are analyzed.
one can move to introduce those policy reforms that are needed to bring in-country costS
more in line with or less than competitor country and firm costs.

Step 2: Determine production potential. From the Competitive Positions Analysis. a
set of products will be identified. These products will then have to undergo adaptive trials for
local production. It is generally easier to improve the technology of products that are
currently produced in the target country or area than it is to introduce completdy new
products and technologies to the area. However, existing products may not have the high
value-added advantage of a new product. In several instances new products have been
introduced successfully, such as snow peas in Guatemala. green beans in Kenya. asparagus in
Ecuador. ·.)r vani lla in Sri Lanka.

The adaptive trials must cover all aspects of growing, harvesting, packaging,
proceSSing. transportation and shipping. It must be determined that each commodity or
product selected can be produced to specifications at the highest quality level. and that the
product can be preserved from one end of the market channel to the other. If the product fails
to meet anyone of these tests it will not be pursued any further.

Growing cabbage in the Caqueza Project in Colombia several years ago serves as an
eXJ.mple of failure to conduct a complete Competitive Positions .-\rIal)'sis. This was a region
where maize :md beans Were the predominant crops. Agronomists and extension Jgems
suggested growi ng cabbage as an altemati\·e. to earn higher returns. The farmers -luickly
t'oIlO\\ed the .lz,'Tonomist's recommendations and ~ ~'yjuc<:d 50 tons of cabbage per hect.lre.
But \\tcr~ COI.i\! the\" sell so n1uch cJbbage·~ \Vh~n th:;: c3.bb~ges r-:zched th-e m3rk~~ pLace.
the price tell to less ;han the \alue of the "unnv ,.-;:::5 they were packed in. The expected

<> - -
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front o[th= "\:"::510n agency and stomped on it yelling "You told us to >ITOW H. now ,.0: sd
it.·· \ler,,~:. pJwmg a new product because it is easy does not insure its-sale. .

E\;Jcncnces such as this are numerous around the world with respect to the
production lnd marketing of food products. Some products which are notonouslv eas'- to

grow (high quantity yields per hectare with relatively low costs) have, as a rcsult:relativelv
low unit selling prices--eabbage, tomatoes, potatoes, beans, watermelons. and vams amo~g
them. Try as one might. successful marketing of these bulk crops is almost imposSible. ­
\Iarkets for these commodities must be segmented and broken up into separate components
and the product must be altered to fit each of these segments. However, identii}ing these
segments, determining how each commodity can be altered to fit the demand diife;ences tor
each segment and training producers as well as marketeers how to satisfy this kind of
fragmented market schedule, is not a simple task. "Relentless" change and accommodation
to the vagaries of these kinds of markets are required and not many can rise to the challenge.

However, any given product may pass the tests at certain levels but not at all levels.
Depending upon the degree of impact the successful introduction of the product might have.
it might be determined that bringing in or developing new technologies to overcome the
constraints would be a viable alternative. Examples of such technologies from our case
studies would be modifying the flowering of mangos so that the harvesting of the fruit would
coincide with the market window. Another example was cold storage at the airport in
Guatemala lor the snow peas. In Kenya, the co-financed grants program helped the
entrepreneurs introduce special packaging and advertising for their hibiscus and chamomi Ie
tea bags. In some instances, the crop and all of its handling and packaging aspects were
introduced from scratch. This was the case for cranberries in Chile, vanilla in Sri Lanka. :md
gypsophila in Ecuador. ;-.Ievertheless, whatever is introduced or adapted locally. the product
must pass the test at each stage of production and handling ifit is to succeed in reaching the
consumer's table in the export markets.

Step 3: Introduce marketing activities, To penetrate the export markets for any
product the quality must be superb. Universal standards have been set in Europe and :-;orth
.-\merica. 3nd one must adhere to these standards if one expects to be successful in these
markets. T,) meet these standards, quality must be achieved at each step in the market
channel from production through processing and handling all the way to consumer sales. The
most C0mmon standard in Europe is ISO 9000 and in the United States it is the HACC?
system. \'Iany projects and consulting firms offer assistance to host-country firms for
establishing production systems that meet these standards.

In Kenya. the famous green beans must not be sprayed within seven days of shipment
to Europe. Inspectors must be able to trace back through the marketing channel in order to
pinpoint the producer for each lot if a residue is found at the wholesale inspector's station.
This would appear to be an impossible task given the structure of the production system with
thousands of smallholders producing green beans on less than one·acre plots. But a system
has actually been introduced in which the farmers or rural iield station collectors kc~p

notebooks lhat record time. date. and type of Spr:lYs applied to the product. Farm r~cords

have :,een a[{cmp{~d by faml mJ.n:.lg~m::::nl spcciaii5~s for many yeJ.r5 \\ i[h Iink 5UC~~S:S bUl
these S:lme tanners who refused to keep records for their o\\n management analysis dun ng
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the end-:r:.l,~e: ".l\ers of the hi,ffi-\'alued creen beans, - -',
. - "

P.lC';lgmg Jnd product display are extremely important aspects of marketin\!. that J.r~

often ne;;:e(:~d ::1 Jeveloping countnes, Since local consumers are not u,ed to distinguishing
quality or paymg for It in local retail outlets. packaging and display :lre not deemed I~portan;

by the small t'.:lnn producers, ~onetheless. if one wishes to make a mark in the ~nd-user

markets in Europe. ,-\sia. or :-.iorth America. bright. attractive. and transparent packaging is a
must. Proper packaging can also lead to brand recognition for successive sales and in Kenya
they have even been able to pack in plastic trays at the fann and export directly to retail
outlets of the major supennarket chains in England. as mentioned before,

.-\ccess to the right market data on a timely basis is critical in order to know when and
where to ship the product. However. it has been demonstrated time and again that pre­
contracts or forward contracts work out better in the long run even though the shipper or
supplier may seem to be accepting prices below the market on any given day, The ability to
program one's production in advance with specified prices and/or volumes allows produc.ers
and processors to calculate their gross revenues in advance and avoid the volatility that most
fruit and vegetable fresh wholesale markets exude. Consistency and stability in the market is
the reason for executing "market orders" in some countries and forward contracting can
obviate the need for such interventions by the state or local government.

Rapid access to reliable data is difficult. Few companies regularly collect the data .lnd
make it available to sellers and buyers alike. Other than large multinational food purveyors. [
only know of one consulting finn in the U.S. that is capable of providing infonnation on
principal European, ~orth .-\merican, and Far Eastern markets on a regular and frequent basis
to fanners or buyers. And this finn does not provide this infonnation on a regular basis to
clients, None of the finns analyze the data in terms ofa Situation and Outlook R~port prior
to dissemination.

The most important infonnation that can be supplied to fanners. fanner groups. or
local buyers is contact inform'ation and placements of orders. Whatever program is
promoting the ~XPOrtS should offer the services of I) contacting the buyers and placing them
in direct communication with the suppliers and 2) encouraging joint ventures in collection.
handling. ;Jrocessing, and marketing between the buyers and suppliers, This is the concept of
the CJt.li\st. someone who has a foot in both the supplier's market and the consumer's
mark~t. ',\ ho can bridge this gap with ownership of the product and services. This is the most
:ldvantageous approach. The PROEXAG (USAID's project in Central America designed to
promote nontraditional agricultural exports) project in Central America specialized in making
the deal. If! bringing the buyers and sellers to the table and actually participating in the deal
negotiation. recommending how to structure the contract arrangement. and monitoring the
progress along the way as the deal evolved.

,-\nother marketing s~r\'ice that is quite useful is to provide access 10 targeted
tin:lncin\!., This financin" need not be subsidized. but it should be tailored to th~ spew"i.:
ne~ds ot:-the fresh and pr;cessed food industry, There is a substantial degr~~ 0fperish.loility
.lnd price \'o!cltility that pre\'ents participants in this industry from obtaining normal creciit _,nd
irn-;;;-"tr:le-nt fu~d,,_ .-\cc~ss to funding may mean prol.-iding some form (if ~!.:~1r:lr.~~~ ,.)r
introducing new tinancing instruments such as contract financing and disc0'-inting. letterS vr'
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any numb"r )1 ;p"clalized financing instmm"rHs common to th" fresh and process"d :00<1
indusln6 ;~ :,:" J"veloped countries. Th"s" tinancing Instrum"nts are common oiace In

d"velopeJ ~vuntr.es and noticeably lacking in developing countri"S. .

Joint promotions through the development of a Seal of Quality for produce being
exporled by .:m association or a country that have undergone some form of inspection can be a
real advantage fur many products. Several countries ha\'e developed such a system with
,,: :ellent results. However, it requires diligence and tenacity to maintain and keep curren!.
and may be quite costly if it must cover an array of products.

Lastly, one must mention the need for intellectual properlY rights (for seeds
especially), business proprietary protection and the issue of honoring contracts. The former
two issues may require the enactment of new laws or regulations; the latter may be handled
with a voluntary code of conduct or through local commercial COUrlS dealing with contract
law, if necessary. However, all are necessary if new products and technologies are to be
developed and used to produce for export and to gain significant market penetration and
market shares.

v. THE ROLE OF GOVER.'iMENT .-\..'lD DONORS Ys. THE ROLE OF THE
PRlVATE SECTOR

What is the responsibility of Government in this process? Should everything be left
to the private sector to do" Who starts the ball rolling and who sustains it?

The Government has the responsibility to create an environment for positive change
and to motivate industry to pursue these improvements. The basic role of Government is to
educate the players. Its second role is to permit the players to operate within a constraint-free
environment by removing policies that hinder or restrict the development of the targeted
industry. ,-\rid. the Government plays a role in introducing export-oriented incenti\'es and
fostering related and supporting institutions. But it's the Private Sector that must e\'entually
take the ball and run with it.

Education is needed to develop among the country's human resources technical
producli0n JIld processing skills; a work ethic; and management, finance, marketing, and
merchanJising capabilities. Education transfers knowledge but also creates knowledge
through sCienti fic and socioeconomic research. When the educational system pushes the
playe;s ,0 new levels of expertise and expands the envelope of understanding, industry is in a
position to claim world-class recognition,

Government should modify its Policy Framework to reduce as many regulatory and
pricing constraints as possible. allowing free pricing decisions for inputs. for raw materials.
and for exchange of intermediate goods. They should reduce regulatory controls on the
mo\ement of goods within the country', the exchange of goods between enterprises. Jnd :he
sale of al! products to the extent that such controls prohibit the growth of any target"d
commodity or product. TarilTs. taxes. fees. and duties must be kept in check-not
nt:("~.?5sJ.r:!y ~lin1inat;:d tbecluse this rnay· be a major 30al":C of income for loc..lI or i~J~:-_::.·

;!o\emmentl but reformulated to insure that th"ir costs do not make the product
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uncompcucj·. ~ ~~,mpared to compctlng countrics and tinns. lmport reSlnctlons on
intenneduce ~·)oJs and or their corresponding quotas also must be examined careiui!v.
especla[\: '1 :l:;;ht oi recent World Trade Organization regulations. Selling rigid product
standards ~ .lrl be .1 two-edged sword. On the one hand standards will insure quality: on the
other h.mJ v'.erze:llous standards can often be too difficult for local entrepreneurs to match
and may s:i t1<~ development. Certain subsidies can promote the development of a compctiti ve
industry but in many cases they can have deleterious effects. Caution must be exercised when
introducing subsidies.

Strategic Incentives for Exports are required. An outward orientation promoting
exports must replace an inward orientation of protectionism. In addition to the appropriate
policies, direct incentives for export may be introduced. Free trade zones and duty drawbacks
are useful instruments but may retard innovation and creativity. They may protect the
existing level of technology development rather than spur its advance. Tax holidays and
exemption from duties on imported technologies, machinery, and equipment are more
appropriate incentives. Other parts of a successful incentive package might be tinancing
research. sponsoring trade fairs and trade missions, providing technical assistance. generating
guarantees for investment risk taking in new technologies for a limited period. and
constructing industrial parks. [t is also important to improve transportation. ports. and
tenninal market facilities. assure an intact cold chain from field to consumer. 'and develop
water and sanitation infrastructure.

Institutional Supports can channel these incentives into a structure that can make
their delivery to the clients more efficient. In Chile the Fundacion Chile (an endowment tund
fonned during nationalization between [T& T and the Government), which conducted
research on imported technology and adapted this technology to local conditions. The
Foundation also identified markets and carried out promotional activities. The Foundation
then created "trial" companies that used these technologies and marketing assistance to
produce forestry products and furniture (from Eucalyptus. Pine and Longa); aquamarine
products such as salmonloysters. abalone and turlbut; and a host of fruit and vegetables for
export. especially grapes and wines. After the technologies were perfected, the Foundation
actually invested in (provided the financing for) and owned these companies. placing their
own management in them and then sold them off after they reached maturity and were able to
sustain protitability.

[n South Africa, the fruit growers. represented by their finn L:nifruco, let a
competl:l'.e contract for the exclusive rights to market of all their produce. Theyended up
selecting C.lpespan as their representative. Capespan was formed by a merger between a
wholly-ow <:cd subsidiary ofUnifruco. Cape Brands. and a London-based marketing tirm with
contacts throughout Europe. Outspan. This company does all the promotion, advertising, and
marketing for the growers, to include scheduling production. developing packaging, arranging
for shipments. and receiving and distributing produce in Europe. The role of the Government
is to sanction this contract and ensure that all members ofUnifruco abide by thecomract with
C.lpespan.

Both the South :\fricans and the Chileans have developed a Seal of QualitYJnd their
own 1020 '.'.hicn has allowed them to £ain market identitication and establish market presti:;;c
J.nJ ll,);'-,llty throughout the '.\\)rld. [n \:ur.h .-\merican and European mark~ts b0rh ofihesc
l.lbels .Ire well-known and regarded for the quality of their products.
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Business sep"ice centers. or what some would call "incubators", have also been ,-,sed
to promot,; :~e Je\eiopment at new industries or the expansion of existing industries" These
centers ':.lr:}perate out at a project otfice and simply supply advice on how to gain ac~ess to
tinancin::!)r ::\ en supply co-tinanced grants (as is the case with KEDS (Kenya Export
Development Support project of CS.-\ID) and .-\gE~T in Sri Lanka), provide technical
assistance experts in production and processing, gather and collect timely market information
and produce technical papers on different commodities or processing techniques. carry out
specialized training programs for all industry participants, and host conferences. fairs. and
trade missions. In some instances, the incubators are located within an industrial park and
actually provide the physical services of telephones, computers, internet access. accounting.
billings, collections, and secretarial services. Moreover, industrial parks in themselves can
often help develop the "cluster" and the related and supporting firms that a key industry might
require in order to gain the competitive advantage we have rliscussed. These kinds of
business service centers are usually initiated by and supported by Government lndustrial
parks are also Government supported in terms of their infrastructure and in the developed
countries the "incubators" are often related'to local universities or business schools. Few are
totally self-supporting,

Lastly there are the corrunodity or industry associations which often provide their
members with many of the services listed above for the business services centers. and also
playa major role in lobbying for favorable policies and incentives, The score card on
associations is
mixed: in some instances they have been critical in the creation ofcompetitive industries: in
other instances they have been a hindrance acting as an additional tax without providing any
beneticial services (except for the vehicles and hospitality that the directors enjoy at the
expense of the members.) In Egypt at the moment, there is an assumption that the former
situation is the case.

VI. WHAT IS THE OUTLOOK? WHERE DO WE GO FROM HERE?

If a Competitive Advantage can be created for any specific industry, the outlook for
that industry is healthy and robust. The result will be increased exports. additional
emplo~ment. improved incomes, better nutrition. more opportunities for women, and the full
realization ofdemocratization inthe process. But it will take concerted efforts as outlined
above-relentless innovation and a penchant for constant change, Constraints can often act
as a pi \"ot point which unleashes creative activity designed to figure out how to overcome the
constraint lnd in so doing creates the necessary ingredients for competitive advantage. The
Kenyan green bean was a case in point. The fear of-pesticide residues forced the farmers to
keep daily log books on application times and rates. Competition forced them to develop
retail packages in Kenya. When the US found pesticide residue on snow peas from
Guatemala, the industry shut down exports and introduced more stringent inspections and
safeguards. in order to assure the development and expansion of their market. In Ecuador.
project "JS successful in introducing a Seal of Quality for all products exported under the
project's inspection service..-\Iso, because ofintemational accusations of the harmful effects
of pesticides on ""omen workers. the project initiated an inspection sen'ice that proved that
the toxic eff~cts \\",-:re negligible. In each inst::!nc::". the participants faced a cO[1str:!in~ lnd
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:lJvanta~~ .;! :':~ ;,roc~ss (i.e. expanded markets penetr:ltionl. -

o,,~ :7lUSt 1150 remember that a key point in the diamond insists on domestic Ii\air.
among .irc.:;. "ith many tirms operating in competition with each oth;r. .4J1d market .
J~termmed prices-no cartels. no monopolies-is the cornerstone of successful comper'll\e
adnmtage in any industry. It appears that in many instances of privatization {h~re is a
tendency to replace Government control and oversight with rules and regulations Imposed by
an association. cooperative or union. This must be avoided at all cost. It is the ri\alrv that
unleashes the competitive juices·this must be promoted. .

There are two ways to approach the creation of competitive ad"antage . from the POint
of view of the Government and from the point of view of the entrepreneur. The GO\'emment
must take a pro-active stance. and introduce activities that will lead to improved
competitiveness. The Private Sector must not be complacent or defensive. and waiting for:l
paternalistic Government to make them competitive. They must act on their own to carve out
their own niche, their own position in the market.

[n Egypt, the Government has taken bold new steps to create competitiveness in
horticulture. A major project in Agricultural Technology Utilization and Development has
been initiated to transfer and adapt technologies in five horticulture commodities ­
strawberries. cantaloupes, mangos, green beans and grapes to assist in developing post·
harvest product handling systems, and to provide market information and product specific
promotional activities. This project has also been instrumental in promoting the activities of
the horticulture exporters association and working with the input suppliers. especially the
seed importers. trying to reduce the restrictions on fruit and vegetable seed imports.

Recently, the Government has developed another USAID project that will conduct
similar activities within the horticulture processing sub-sector. This project will be initiated
shortly. Several other projects address key activities within this sub-sector but are too
numerous to elaborate here. But a more focused and concerted effort is required.

There are several actions that the Government could undertake to promote more
competitiveness. First, the Government could establish a center that could act as the focal
point for :Jentifying constraints to competitiveness and toIsSue guidelines to all exporters on
what pr~clpals they should follow and endorse in order to achieve competitiveness tor their
products The constraints that should be analyzed currently create a "disadvantage" for
Egypt's .:ommodities. These have to do with the policies, rules and regulations that govern
commodity ;ales and input supply· import and export controls, prices. delivery schedules.
duties. tari ffs. {axes. quotas, transportation restrictions, firm and product registration and an
array of licensing controls. An analysis of these constraints needs to be conducted and a set
of policy or regulatory reforms issued in order to reform, change or eliminate them. It has
recently been proposed to carry out this analysis in the Egyptian Export Promotion Center
(EEPCl of the \!inistry ofTrade and Supply.

In :lddition a set of "uidelines describing the kev issues that must be considered in
''=> -' '"

order to establish a competiii'·e ad\alllage must be de\·eloped. These guide!ines \\illshow
pot~nti:11 exporters \\ hat they must consider before embarking on the development of J.
competitive product. It will indic:lte what is necessary in terms ofa diagnostic study. J.nd ,t

16



I.
I.
I.
I.
I.
I.

I.
I..
L
I.
,

I.
i

L
I

L
l-
I

L
,

L
L
l­
I.

\\ iii JcmG~'5~:- .!:~ ~O\\ [0 do {he v~nous 120mperi [or compansons .lnd m.:lrk~t oro ii i~ ..!~:2~; Z~5

But most 0'- ":: :: ·.v!ll teach clients how to look at competitiveness. so that :hey "'lil .:o~e :0
underst,mJ :~"" ;;·)ncept and principles 0 f competith'e advantage and ·.v·hat and how thev must
behav'e :n ·~"';er to carve out competiti\'e positions for themselves. This set of ~uideli~es \\ ill
also be Je'. ~;,)ped by the EEPe. -

In addition to the policy and regulatory review and the set of guidelines or principles
for compemiveness. "competitiveness" studies must be conducted on speciiic commodities.
These studies include Competitive Positions Analysis. Yfarketing Pro tiles. Competitor
Protiles. Cl'.lster Analysis and Industry or Sub-sector Diagnostics (similar to Structure.
Conduct and Performance studies in marketing systems analysis). It is unlikely that
individual entrepreneurs will have the resources to conduct these studies in depth and so it
will fall on the shoulders of Government, donors or industry/commodity associations to
finance them. [t has also been suggested that the EEPe or another institution set up a fund to
tinance these studies. In Central America, a "Competitiveness Institute" has been established
at NCAE (the Central America Institute for Business Administration), to conduct these
pro tiles throughout the region, through committees formed in each country headed by the
respective Vice Presidents.

Besides the analytical work. several technological and training centers are required. A
center is required for importing processing technologies. testing and adapting them. and
making them available to the public or private sector. Another center is needed to de\'elop
new technologies as opposed to just transferring existing technologies. Such activities may
already exist within the Government's research centers but it is unlikely that they currently
work at the level required, with abundant resources and on the most modem technologies for
plant resources. product handling and processing techniques..\ third center is vital that
would be dedicated to train management in the art ofcompetitiveness- as simple as that.
Technical training for extension agents and marketing agents. and skills training for middle
management for processing lines are also necessary. More auxiliary activities for the related
and supporting clusters would be for machinery construction. quality control systems and
product testing. cold chain and refrigeration equipment, airport and port terminal
warehousing and cold stores. advertising agencies. and the development of specialized
sources of tinancing (that could finance contract farming and export marketing of perishable
producls I.

From the Private Sector perspective. the notion ofcreating a commodity specific
associan0n has drawn a great deal of attention recently. Several associations are in their
infancy .lt :he moment but virtually none of them has any financing. In the United States,
such assoclJlions receive Government support under two Acts. One is the :'vfarket Promotion
.-\ct. which m.lkes lunds available to commodity associations for market promotion and
exporting of member's products. The other is the Commodity Promotion, Research and
Development .-\ct of 1996. This act has many components. including the famous "marketing
orders" of the L'S, but the more interesting program is the one which allows a commodity
association or producer group to request a referendum in which the members agree
volunt:lrily to c-ess their products communally and use the resources collected tor mJrk~t

promotion and other .lctivities of the association. The GO\'ernment then grants them the
license to lev'y [he cess which then cov'ers all producers across-the-board (similar:o :he
C..lpespJ.I1 siruatiQI) in South .-\frici.l), and the GO\·ernL:~nt gi;;es Q,,-er;;ight to in:;ure thJj; lil;;::

monies collected are used for the express purposes that have been outlined in the ori~inal
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establishll1=, ~,);nm0dity associations o\"er the years in the L'nlted States,

[n 5,jmmary. the Govenunent IT'ay I) involve itself in analytical work to ensure that
me polic~ JilJ regulatory regimes are conducive to competitiveness; 21 delineate a set of
~uidelines tor how producers. processors and exporters can organize themselves 50 that they
can gamer a competiti\'e position in any specific product; 3) conduct competitiveness studies
tor clients and organizations;~) establish technological and training institutes as noted above:
5) render assistance to those support or related institutions or enterprises that are required to
till the gap in the value chain of any specific commodity; 6) introduce legislation that would
allow producer or commodity associations a mechanism by which they would recei\'e public
funds and/or be allowed to cess their export products for such funds; and 6) establish an
endowment fund that could be used to finance the unique types of activities that are required
for developing competitiveness in horticulture and food cro;J exports; and 7) be prepared to
present anti-trust legislation if a compelling argument is made to show that cartel-like
behavior or monopoly control of an industry is emerging.
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