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Land Leveling.

Program on the Development of Bio-
technology.

Program on Iintra-reglonal Trade and
Exports to Third Countries.

Program on Agroindustrial Develop-
ment.

Program to Strengthen Plant and Animal
Health Services. |

Program on the Development of Border
Areas.

Program to S'rréng'rhen Rural Enterprises.

Each Program consists of two components: one of
regional scope and the other of national scope. The
regional component involves cooperative projects and
actlons among the countries of the isthmus, while the
national component is made up of the investment
projects to be carried out in individual countries.
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INTRODUCTION

Agroindustrial development is one of the most viable options open
to the Central American nations for strengthening their production
base and diversifying their exports. With this in mind, the presidents
of the region, through the Plan of Economic Action for Central
America (PAECA). instructed the ministers responsible for regional
integration and development to promote “a gradual and seiective
policy of industrial conversion in order to bring about an improve-
ment in the countries’ efficiency, conquer new markets, and re-
place imports with competttive products in those areas where It is
considered advisable.”

The Regional Program, of which a profile is presented herein, con-
tains two components: one is regional in scope, with technical co-
operation and preinvestment activities; the other consists of na-
tional investment projects presented by the countries. Among other
things, the Regional Program calls for the creation of a Regional
Fund for Agroindustrial Development, which will mainly target the
rural areq.

The national projects will have access to an Agroindustrial informa-
tion, Dissemination and Coordination System, which will be part of a
broader Information Network for Central American Trade and Ex-
port. The harmonization of subsectoral policies, the creation of the
regional fund, and the information network are some of the main
activities which will lend support to agroindustrial development in
the isthmus.

There is ample support for the Regional Program from regional or-
ganizations (Inter-American Institute for Cooperation on Agricutture
(IICA) and the Central American Bank for Economic Integration
(CABED), as well as from official organizations of the countries and
of the private sector. A Regional Advisory Committee will be re-
sponsible for coordination at the regional level. It will be composed
of the ministers of agriculture and of the economy, which gives it
considerable decision-making authority for bringing about a coor-
dination of regional policies.

l. FRAME OF REFERENCE

1. Macroeconomic Setting and lits Impact on the Regional Program

Since it was inltiated in 1960, the Central American economic inte-
gration process has been oriented, for the most part, toward devel-

The presidents of the natiors of
the 1sthmus have agreed to
promete ¢ gradual and selec -
tive industrial conversion pol-
icy.

Agro ndustrial deve'opment
wil' helo the countries enter
new maorkets and conrti bute to
substituting imports
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oping industry. Integration actions of the agricuttural sector were
limited to a single operational instrument: the Special Protocol on
Staple Grains which gave regional status to the Coordinating
Commission of Marketing and Price Stabilzation.

Within this context, agroindustrial development fell behind in relation
to the rest of the production process in the isthmus. Nevertheless,
some progress was made, especially in the food industry, which was
classified as a “new industry.”

Under the new framework, the food industry received tariff, tax and
fiscal incentives, as well as permanent general subsidies. These in-
centives notwithstanding. the food industry continued to use im-
ported raw materials while the majority of the sector’s enterprises
were involved in mixing, diluting or simply packaging. The agricul-
tural sector did not benefit; rather, its production activities were
subject to disincentives.

The combination of exemptions and subsidies for the production
process, made the food companies highly competitive during the
early stages of the integration process. However, with the virtual
paralyzation of the Common Market in the eighties, the firms went
into crisis; some went bankrupt and others began to operate below
plant capacity levels.

The use of generalized subsidies and of obsolete technology led to
a decline in productivity and quality of end products; at the same
time, production costs increased so much that levels of competi-
tiveness fell.

Various factors limit the development of Central America’s agroin-
dustrial subsector:

— There is alack of quantitative information on prices, markets,
credit availability and technological innovations.

— There is no detalled diagnosis of the subsector; this makes
growth difficuit.

— There is no development policy for the subsector at the re-
gional level.

— There is a shortage of skilled, mid-level technical personnel in
the light-metal industry; such industry is essential for agroin-
dustrial modemization.

— The subsector’s production potential has been limited by
problems related to certification, quality and standards.

— At the world level, important technological changes have
taken place which have had a negative impact on interma-
tional prices of Central America’s principal exports, such as
coffee, cotton and sugar.

— Due to the scarcity of financial resources, new investments
are not forthcoming.




In spite of the above, agroindustry still constitutes one of the most
important production sectors of the economies of the isthmus. Up-
grading its activity through modemization and/or by converting its
operating capacity will contribute to strengthening the sector.

2. Options for Agroindustrial Development

Taking into account the importance of food products to agricuttural
productive activity, and to the Central American diet, the afore-
mentioned factors limiting production, and the multipller effect of
food-preparation activities, it is considered that support to agroin-
dustrial development will contribute greatly to improving the rural
sector’s situation, both directly and indirectly.

There are several options for promoting significant agroindustrial de-
velopment in the short and medium term:

Option1. Promoting the processing of nontraditional
agricultural products

This option would involve agroindustrial activities utilizing as raw
materials nontraditional agricuitural, forestry, ornamental plant and
fisheries products. The main disadvantage with this option is that,
despite efforts to boost the export of nontraditional products in
Central America, production volumes are still low and industriai pro-
cesses still relatively undeveloped.

Option 2. Promoting the processing of traditional agricuitural
products

This option entails converting and modernizing agroindustrial activi-
ties used to process traditional products such as coffee, sugar and
bananas, with a view to improving the quality and preparation of
intermediate and end products and increasing the value added.
This course of action has the advantage of being backed up by a
weatlth of acquired experience in the area, agricutturally as well as
industrially, and it will equip Isthmus economies to recover their
place on the international market, lost because of obsolete plant
capacity.

Note: These two options are not mutually exclusive. The Regional
Program on Agroindustrial Development deals with the second op-
tion; however, it Includes fruits and vegetables, generally consid-
ered to be nontraditional export goods in the region, because
modernization can be achieved in the short term.
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3. Institutional Conditions

The institutions dealing with agroindustry include regional organiza-
tions and national institutions which, in one way or another, partici-
pate in defining and executing related policies.

At the national level, there is no institutional setting which provides
orientation for a specific agroindustrial policy. However, offices
have been set up in the ministries of agriculture and of industry
which deal with agroindustrial matters, even though they play no
role in policy-making. Some regional organizations dealing with
agroindustry-related issues are: the Permanent Secretariat of the
General Treaty on Central American Integration (SIEGA): the Cen-
tral American Bank for Economic Integration (CABED; the Central
American Institute of Industrial Research and Technology (ICAITI);
the Inter-American Institute for Cooperation on Agriculture (IICA);
the Nutritional Institute of Central America and Panama (INCAP);
the United Nations Economic Commission for Latin America and the
Caribbean (CEPALC): and the Action Committee in Support of Eco-
nomic and Social Development in Central America and Panama
(CADESCA).

The above notwithstanding. it is necessary to deal with the institu-
tional probiem, to faciiitate coordination of actions and prevent
duplication of efforts. The presidential mandate caiiing for the insti-
tutionalization of a Regional Advisory Committee points in that di-
rection and aims to provide specific and coordinated attention for
this subsector.

4. Legal Framework

It is necessary to redefine the legal framework of the agroindustrial
process, in the individual countries as well as throughout Central
America. New legai proposals must lay the groundwork for coordi-
nating and harmonizing joint actions among Isthmus countries.

5. The Program in the Context of Regional Integration

Central America requires a vigorous agroindustrial subsector to
complement the development of its agricuitural sector. During the
last decade., the region lost opportunities on the international mar-
ket and a good part of its traditional exports fell in value.

The Regional Program’s different components of technical cooper-
ation, preinvestment, and investment will furnish the funds necessary
to improve the quality and increase the supply of agroindustrial ex-

ports.
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Il. REGIONAL PROGRAM DESCRIPTION

1. Justification

The Regional Program for Agroindustrial Development is justified for
the following reasons:

The modemization and conversion of the subsector occupy
a position of high priority within the strategy to reactivate
agricutture.

Central American agroindustrial exports have lost their com-
petitive edge due to low quality and high prices.

Increased value added will help counteract the present
trend towards a deterioration in the terms of trade.

The national investment projects, by increasing agricuttural
production, will increase the supply of raw materiais for the
region’s principal agroindustries.

Execution of the national projects will represent an important
source of employment, contribute to import substitution, and
generate foreign exchange.

2. Objectives

General

Main objective: To enter the international market with competitive
commodities

To support the efforts of the Central American countries to
reactivate and develop an efficient agroindustrial sector, so
that it can provide the intemational market with competitive
commodities and expand regional trade

To establish harmonized guidelines for the countries of the
isthmus in relation to private-sector investment in agroindus-
try. with a view to contributing to efficient development in
the sector

Specific

To establish an Agroindustrial Information, Dissemination and
Coordination System, to be incorporated into the Trade and
Export information Network

To analyze technical, financial and institutional factors af-
fecting the subsector’s development

To design and implement a regional policy for agroindustrial
development

11
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To establish a regional training program for light-metal indus-
try technicians

To identify immediate needs for laboratory and quality-con-
trol services

To prepare additional agroindustriai investment project pro-
files, in addition to those already prepared, for inclusion in
this Regional Program’s portfoiio of national investment pro-
jects

To institutionalize the Regional Advisory Committee for
Agroindustry (ministerial representation) and the Agroindus-
trial Advisory Council (technical representation)

To provide funds for agroindustrial Investment in rural areas

3. Regional Program Beneficiaries

Beneficiaries of national investment projects are as follows:

Direct

Indrect

16 473 farmers
73 000 farm laborers and agroindustrial workers

Beneficiaries of the technical cooperation and preinvestment com-
ponent of the Regional Program are:

Direct

Producers of agricultural products suitable for processing

Producers of necessary secondary goods, such as speciai
containers and packaging materials

Workers, professionals and technicians working in agroindus-
try and in agroindustry-reiated services

The preparation of investment profiles for agroindustrial pro-
jects will benefit the following: 15 edible oil-producing plants,
10 sugar mills, 10 coffee processing and 10 coffee roasting
plants, 10 cocoa processing plants, and five fruit and veg-
etable processing plants.

Indirect

The Regionai Program will benefit not only farmers, but also techni-
cians, industriai workers and entrepreneurs.

Professionals serving technical areas such as marketing, in-
formation, metal industry, administration, etc.

— Central American entrepreneurs who will receive technical

and financial incentives for agroindustrial development ac-
tivities

12



4. Strategy’

The strategy will be developed as follows:

Stage |. Institutional organization and support to agricultural reacti-
vation

— Institutionalization of the Regional Advisory Committee, the
Technical Secretariat and the national committees. The lat-
ter will directly involve each country’s private sector.

— Formulation of diagnoses for each country and of the region
as awhole

— Launching of national investment projects to promote pro-
duction of agriculturai raw materials for agroindustry

Stage Il. Technical cooperation in regional activities to support
agroindustrial production

— An agroindustrial information system will be designed and
set up. This system wili be incorporated into a broader re-
gional network of trade and export information, under
SIECA’s control.

— Aight-metal Industry training program will be prepared and
carried out,

— A detailed survey will be made to determine the capacity
and requirements for laboratory services, standards and
certification, in order to ensure product quality for export
purposes.

— Each country’s institutionai situation will be analyzed in rela-
tion to the subsector’'s development. A proposal will be
made for harmonization of regional policy.

Stage lll. Support to agroindustrial conversion and modernization

— Preinvestment studies will be carried out on selected topics
in order to have a portfolio of profiles of projects which will
expedite, over the short and medium terms, the conversion
and modernization of the agroindustrial subsector. The pro-
files will be based on existing documentation, and will deal

In addition to the matters covered in this section, the strategy includes the proposals set forth in
the following documents: i) Regional Program for Production of Edible Vegetable Oils and Fafs,
prepared by the CABEI, with itional preinvestment requirements of USS 1 miillion: if) information
Network for Micro-, Small-, and Med-um-scole Firms and Agroindustry in Central America,
gfepored by CADESCA., with preinvestment requirements of US$2,216,200; iii) Central American

ram for Kenaf Bleaching and Pulgleneg prepared b"ECLAC with preinvectmem requirements

S$325.000. The documents have n submifted through the Inter-institutional Group of the
Agrlcdturol Sector (GISA).

13
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National policies will be har-
monized and flexible mecha-
risms set up at the regional
level.
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with production specialization and the possibility of achiev-
ing economies of scale at the regional level.

— Aregional fund will be created to promote investment in ru-
ral development,

Stage IV. Reinforcement

— Policies will be harmonized and the necessary mechanisms
established to ensure viability at the regional level.

— Investment projects on agroindustrial conversion and mod-
emization wili be presented and negotiated.

5. Projects and Components

The Regional Program for Agroindustrial Development has two
components:

a. Regional technical cooperation and preinvestment compo-
nent
b. National investment projects

a. THE REGIONAL TECHNICAL COOPERATION AND PREINVESTMENT
COMPONENT

Technical Cooperation

Agroindustrial Information, Dissemination and Coordination System.
The most important actions are listed below:

— Determination of minimum information needs

— Formulation of the annual technical training program for
public and private institutions

The inputs for the Information System will consider the following:

— Areaq, production and yields of selected agricultural com-
modities

— Level of technology incorporated in firms

— Govemmental agreements, norms, regulations, laws and
provisions

— Funding needs and opportunities
— Prices and trade of agroindustrial commodities

The Information System will be a part of the Central American Trade
and Export Information Network, for which SIECA is responsible. The
executing unit of the Regional Program will be in charge of integrat-
ing this system into the regional network.

14




Inventory and analysis of Central American agroindustry for export
A complete diagnosis (inventory and analysis) of the region’s
agroindustry will be drawn up. This will consist of preparing a pro-
posal for regional and national assessments. The inventory and
analysis will cover economic, political, institutional and legal topics.
and will facilitate identification of institutional and technical factors
that wiil encourage the adoption of general and specific policies
on regional agroindustrial development.

Proposal on regional coordination of agroindustrial development
policies

This will involve drawing up a proposal for region-wide policy har-
monization which analyzes the following: current agroindustrial
policies; region-wide harmonization of existing legislation; national
and regional bodies involving the private sector in regulation and
decision-making related to coordinating agroindustrial production.

Training program.

Training programs will be scheduled consisting of courses, work-
shops, and seminars for mid-level technicians of the region’s light
metal industry. The objective is to equip them to contribute to tasks
related to the transformation and modemization of agroindustry.

Laboratory services for quality control

A proposal will be formulated for analyzing the region's require-
ments for quality-control laboratories for agroindustrial exports. The
study will evaluate the current status of such institutions. The useful-
ness of current methods will be analyzed and methods will be pro-
posed that boost modemization and efficiency.

Preinvestment

Preparation of an Investment Profile Portfolio

Studies on agroindustrial conversion and modemization will be ana-
lyzed and brought up to date for selected agricuttural products. On
this basis, investment project profiles will be prepared and then
submitted to the Central American Bank for EConomic Integration
(CABE).

The fields of agroindustrial activity covered by this component are
as follows:

Vegetable oils and fats

— Oilseeds with long growing cycle: African palm, coconut
and jojoba

— OQilseeds with short growing cycle: cotton, peanut, sunflower,
soy and sesame

— Production of margarine and other soiid edible fats

15
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The initial goal is to support
production and processing of
vegetable oils and fats, milk,
coffee, bananas, sugar, co-
coa. fruit and vegetabies.

Production of chemically-modified vegetable oils for indus-
trial use

Milk and dairy products

Production and packaging of “long shelf-life” milk by UHT or
similar processes

Production of enriched milk for infants
Other byproducts (cheese, butter, ice cream, etc.)

Coffee

Preparation of decaffeinated coffee
Production of coffee liqueurs
Production of coffee-derived “aromas”
Preparation of instant coffee
Preparation of coffee substitutes

Nonexportable banana production

Banana meal for baby foods
Production of industrial syrups
Production of dehydrated bananas
Production of honey substitutes

Production of raw materials for manufacture of animal feed
supplements

Production of sugar and sugar byproducts

Fuel alcohol

Industrial alcohol

Manufacture of alcoholic beverages

Preparation of products for confectionery industry
Improvement in processes for sugarioaf preparation
Preparation of caramel for use as a coloring
Utilization of bagasse for paper manufacture

Utilization of bagasse as raw material source for manufac-
ture of animal feed concentrates

The identification of sugar-related projects will focus on alcohol and
sugar processing chemistry, in line with CORECA’s strategy for con-
verting the sugar industry.

16




Cocoa processing

— Manufacture of highly-soluble chocolate powder

— Manufacture of fragrances and essences

— Production of liqueurs

— Inputs for chocolate and chocolate-coated confectionery
— Cocoa paste

— Cocoa butter (fat and oil)

Processing of fruit and vegetables

— Production of dried fruit and vegetables

— Production of juices. pulp. concentrates, marmalades and
preserves

— Production of homogenized baby food
— Use of vegetabile coloring for the food industry
— Pectin production from citrus and apple peels

— Study of the possibility of using industrial waste as raw mate-
rial for animal feed supplements

Definition of the Regional Program’s executing unit

The Regional Program will provide support to the resolutions of the
June and July 1990 meetings of the vice presidents and ministers of
agricuiture, which call for the establishment of a Regional Advisory
Committee for Agroindustrial Development.

This committee’s decision-making authority will lie at the ministerial
level. Its Technical Secretariat will operate out of ICA and will be di-
rectly responsible for the execution of the Regional Program for
Agroindustrial Development.

Regional Fund for rural agroindustrial development

The Central American Bank for Economic Integration (CABED has
carried out studies with estimates of the funding needed to support
agroindustrial development in the region. Based upon CABEI’s esti-
mates, this Regional Program aims to create a regional fund for fi-
nancing preinvestment and investment studies on the agroindustrial
sector, with emphasis on rural development.

The Fund will finance the following areas of production activity, in
order of importance: 1) oils, fats, milk and dairy products; 2) coffee
and sugar cane; 3) bananas, meat, cocoaq, etc. The disbursement
period will be four years, to begin as soon the surveys on investment
and working-capital needs provide concrete information.
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The Fund will be implemented in three phases:

— Determination of the effective demand for funding of the
private and public sectors in the countries of the area

— Formulation of studies and proposal of institutional mecha-
nisms for the Fund'’s operation

— Preparation of a Special Regional Agreement for implemen-
tation of the Fund. This will include norms for facilitating and
ensuring the intra-regional trade of agroindustrial products.

b. NATIONAL INVESTMENT PROJECTS

The Regional Program includes the development of the following
investment projects. Each one is described in more detail in the at-
tached project profiles.

Costa Rica-Agroindustrial Development of Oil Palm in the Central
Pacific and Brunca Regions

Costa Rica -Agroindustrial Development of Coconut Paim In the Atlantic
Huetar Reglon
-Fomento Agroindustrial de la Nuez del Cocotero en la
Region Huetar AtiGntica

1 Salvador -Promoting the Cultivation and Processing of Cassava
-Promoting the Cultivation and Processing of Soybeans

Guatemala -Producing and Processing Ollseeds

Honduras -Promoting Soybean Cultivation

Nicaragua -Nicaragua-Promoting Sesame Cultivation
-Promoting Cotton Cultivation

Panama -Center for Research and Technology Transfer for Agroin-

dustrial Development (design, construction and equipping)

lll. ORGANIZATIONAL STRUCTURE

1. Executing Unit

Regional Program’s executing  The executing unit of the Regionai Program for Agroindustrial De-
unit. Technical Secretariat of v glonment will be the Technical Secretariat of the Regional Advisory
the Regional Advisory Commit - , )

tee. n clnse colaboraton with ~ Committee, with headquarters at the Inter-American Institute for

the private sector Cooperation on Agricutture (IICA).

IICA will designate a general coordinator to direct the Secretariat
according to administrative provisions of the Regionai Advisory
Committee. This coordinator will be responsible for informing the
Advisory Committee periodically on the progress of the Regional
Program.

18




The executing unit’s functions are:

To negotiate the terms of reference for the hiring of consul-
tants

To establish mechanisms for monitoring and evaluating the
Regional Program

To make periodic reports on the Regional Program’s
progress

To provide orientation for the actions of the Regional Pro-
gram’s various components

To establish national advisory committees in each of the
countries. The committees will be made up of representa-
tives from the private sector and the institutions concerned
with agroindustrial development.

To coordinate the channeling of credits for new investments
with the Central American Bank for Economic Integration,
ensuring that the policies adopted by the Advisory Commit-
tee are followed.

2. Plan of Action

The Regional Program will have a four-year duration. The most im-
portant activities will be scheduled as follows:

Activity

-Strengthening of Advisory Committee
-Establishment of executing unit

-Design and implementation of information system
-Terms of reference for consultants

-Inventory

-Proposed policy harmonization

-Courses for light-metal industry

-Laboratory services proposal

X X X X X X X X |

Investment profiles portfolio

-Edible oils and fats

-Milkk and dairy products

-Coffee processing

-Products of nonexportable bananas

-Sugar cane and byproducts

-Cocoa processing

-Fruit and vegetable processing

-Negotiation of portfolio of agroindustrial projects
-Creation and operation of regional fund for rural X

X X X X X X X
x

X X X X
X X X X

agroindustrial development

3. Participating Institutions

Institutions participating in the Regional Program for Agroindustrial
Development are:

19
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The Regional Program will re-

ceive support from specialized
regional organizations, the

countries” ministries of agricul -

ture and of the economy, and
private enterprise.

Interamerican Institute for Cooperation on Agriculture (IICA), which
will be the headquarters for the executing unit; the Central Ameri-
can Bank for Economic Integration (CABEI), which will administer
and channel loans to the agroindustrial sector. SIECA and
CADESCA will provide advisory services to the technical secretariat
of the Advisory Committee through specific agreements.

The ministries of agriculture and of the economy of each country will
participate through their agroindustry-related divisions. Finally, pri-
vate enterprise will participate through the national advisory com-
mittees.
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IV. COSTS AND FINANCING

1. Costs

The total cost of the Program is US$269.427,100; this includes the cost  regional Program’s total cost:

of national investment projects. US$269.427,1C0, which ncludes
the cost of the national in-

1 t jects.
The breakdown by regional and national component is as follows: vesiment projects

Components US$ X 000
1. Regional Technical Cooperation and Preinvesiment 69 755.2
Component (A+B+C+D)
A. Technical cooperation 11419
Agroindustrial information system 730.0
Agroindustrial inventory and analysis 444
Pollcy harmonization proposal 1725
Training program 95.0
Quality-control laboratory services 100.0
B. Formulation of Investment profiles for portfolio 49225
-Vegetable olls and fats 921.0
-Dairy agroindustry 4435
-Coffee agroindustry 809.5 Tne regonal preinvestment
-Sugar agroindustry 953.0 and techrical cooperat.on
-Products of nonexportable bananas 6920 ﬁ’;g%h%grs%j '(r::,efo'f‘ agf) ;22
-Cocoa agroindustry 472.5 Regnra Program’stctal cost
-Fruit and vegetable agroindustry 6310
C. Executing unit 450.8
D. Rural Agroindustrial Development Fund 63 240.0
2. National investment Projects 199 671.9
Costa Rica
-Oil palm 12710.7
-Coconut palm 24353.8
El Salvador
-Cassava 22693
-Soybeans 25916.0
Guatemala
-Ollseeds 21745.2
Honduras
-Soybeans 8531.1
Nicaragua The to*ai cost of the nat-ona
-Sesame 6903.2 investment projects is more
-Coftton 94 167.0 than 03S150 milon.
Panama: Agroindustrial Research Center 30754
TOTAL REGIONAL PROGRAM (1+2) 269 427.1
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The local contnbution in tech-
nical cooperaton will amount

to US$235.30C, and in prein-

vestment, USS 1 462 miilon.

The Regronal Rural Agro ndus-
trial Develooment Fund con-

s'sts of a ‘'occal contrbution of
USS 12 54 million and an exter-

nal contrioution of USSLI 7 mil-

lion.

2. Finoncing

The financing needs of the national investment projects is described
in the corresponding profiles. The following table shows the financ-
ing of the regional technical cooperation and preinvestment com-
ponent. A more detailed breakdown of funds appears in the Annex.

Us$ X 000
Category A) Local con- B) External
fribution contribution

1. Technical Cooperafion 2353 906.6
-Agroindustrial Information System 1270 603.0
-Agroindustrial analysis and inventory 124 320
-Policy harmonkation 460 126.5
-Training program 24 65.6
-Quality-control laboratory services 205 79.5
2. Preinvesiment 14620 34605
-Oils and fats 248.2 672.8
-Milk and dairy products 170.6 2729
-Coffee 338.9 470.6
-Products of nonexportable bananas 210.2 4818
-Sugar and byproducts 2293 7237
-Cocoa production 145 358.0
-Fruits and vegetables 150.3 480.7
3. Executing unit 125.4 3254
:'.':,oglonal Rural Agroindustrial Development 125400 * 50 700.0
Total (1+2+3+4) 14 362.7 55 3925
Grand total (A+B) 69 755.2

*This includes US$80,000 in contributions from regional organizations.

V. ANALYSIS

1. Technical Analysis

Modern technology-transfer and agroindustrial conversion are fea-
sible activities for countries of the isthmus. Existing infrastructure as
well as the present and potential volume of the region’s agricuttural
output, justifies the purchase of equipment and the adoption of

modern technology for agroindustrial purposes.

The increased efficiency resulting from the industrial processes and
the higher-quality products will facilitate entry into the intemational

market on a sound competitive basis.

A significant number of technical personnel already employed in
existing agroindustry will actively participate (after receiving the
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necessary additional training) in the process to convert and adopt
modern technology.

2. Institutional Analysis

The institutional feasibility of the Regional Program is ensured by the
experience of participating institutions. The Inter-American Institute
for Cooperation on Agriculture (IICA), through its support to
CORECA'’s Technical Secretariat, has promoted the harmonization
of agricuttural policies in Central America. In addition, it executes
important technical cooperation projects in support of agricuttural
development.

The Central American Bank for Economic Integration (CABE) is the
natural financing agency of the integration process. its prestige and
solvency are intemationally renowned.

The Regional Advisory Committee, which will be the Regional Pro-
gram’s highest decision-making body, will ensure active involve-
ment on the part of agricuttural-sector institutions. it will work in close
cooperation with the private sector, which will be represented by a
voting member on the national advisory committee in each coun-
try.

3. Legal Analysis

In the Initial phase, the Regional Program does not face any obsta-
cles to its implementation in relation to existing legal frameworks
and institutional structure. However, independent development
processes have given rise to legislation which will need to be har-
monized If the Regional Program is to truly contribute to Central
American economic integration.

The harmonization of agroindustrial legisiation will not be difficult to
achieve, given the clear and unequivocal political readiness of the
Central American governments to foster agroindustrial develop-
ment.

4. Regional Program Impact

New products will enter international markets and significant
progress will be made to integrate Central American agroindus-
try.By modernizing processing procedures, efficiency will increase
and Central American products will enter the international market
on a sound competitive basis. Policy harmonization related to
agroindustry will contribute to Central American integration.

New investments will be supported through the Regional Agroindus-
trial Development Fund, which is designed to benefit the rural area
in particular.

National investment projects will contribute to replacing imported
foodstuffs and to promoting foreign-exchange savings and genera-
tion. In addition, they represent an important source of jobs.
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REGIONAL TECHNICAL COOPERATION AND
PREINVESTMENT COMPONENT

ANNEX

COSTS BY PROPOSAL AND DESTINATION

Proposal 1
Regional Agroindustrial Information Network
CONTRIBUTIONS
DESCRIPTION NUMBER EMPLOYEE COUN-  EXTERNAL TOTAL
/MONTHS TRIES (USS$ X

000)
TOTAL (1260) 1270 603.0 730.0
a) PERSONNEL (504) 720 3640 4360
Extemal consultant 1 24 720 720
Reglonal counterpart 1 24 36.0 36.0
Assistants 2 48 480 480
Secretaries 7 168 100.0 1000
National representatives 5 120 144.0 1440
National coilaborators 5 120 36.0 36.0
b) MEETINGS AND MISSIONS 23.0 230
Coordination missions (50 dias) 50 50
Coordnation missions 8 8 40 40
Supenvision (PD) (60 dias) 6.0 60
Supervision (F) (16) 8.0 80
¢) TRAINING 18.0 180
Per diems (PD) (120 dias) 100 100
Fares (F) (16) 80 80
d) EQUIPMENT 834 834
Computers (8) 240 240
Communications (fax) ®) 130 130
Fumiture (€)) 16.0 16.0
Secretarial equipment (0] 1860 1560
Other equipment @ 150 150
@) MATERIALS AND OTHERS 55.0 30.0 85.0
General supplies 250 250
Electronic communications 160 150
Rents and services 40.0 40.0
Repalrs 5.0 50
) MISCELLANEOUS 10.0 100
@) CONTINGENCIES 75.0 750
(PD)= Per diems (F)= Fares

Note: Figures in parentheses are not totaled.
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Proposal 2
Inventory and Analysis of Agroindustry

CONTRIBUTIONS
DESCRIPTION NUMBER CATE- COUN-  EXTERNAL TOTAL
GORY TRIES (Us$ X

TOTAL 124 320 44.40
a) PERSONNEL 9 124 15.0 27.40
External consultant 3 months 15.0 15.00
CABEI counterpart 1 month 3.0 3.00
ECLAC counterpart 1 month 40 4.00
SIECA counterpart 1 month 3.0 3.00
Secretary 3 months 24 240
b) MISSIONS 8.00 8.0

Per diems‘ 44 days 55 5.50
Fares? 5 fares 25 250
c) MATERIALS AND OTHERS 5.0 5.00
General supplies office 20 2.00

supplies’
Communications calis and 20 2.00
docu-
menta-
tion

Fc:xd

Others 1.0 1.00
w CONNNGENCIESS 4.0 400

"Trips for counterpart and consultant (two) = five trips

232doysforiheﬂrsffrips; 12 days for second frip = 44 days
his includes final publication of document.

ARegional communications

5] 0 percent of total cost
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Proposal 3

Harmonization of Regional Policies
CONTRIBUTIONS
DESCRIPTION NUMBER EMPLOYEE/ COUNTRIES EXTERNAL TOTAL
MONTHS (US$ X 000)

a) PERSONNEL
Stage 1 9 9 72 9.0 16.2
Organization officials 4 4 6.0 6.0
Intemational consultants 3 3 90 90
Secretaries 2 2 1.2 12
Stage 2 8 16 n4 18.0 294
Organization officials 3 6 90 90
Intemational consultants 3 6 180 180
Secretaries 2 4 24 24
Stage 3 10 18 174 18.0 354
Organization officials 5 10 15.0 15.0
Interational consultants 3 6 18.0 180
Secretaries 2 4 24 24
b) FARES AND PER DIEMS 28.0 28.0
Fares 32 160 16.0
Per diems 96 (dias) 120 120
c) EQUIPMENT AND MATERIALS 450 450
Equipment 50 50
Materials 200 200
Communications 200 200
d) OTHER CONTRIBUTIONS 100 100
(Governments and organizations)
@) CONTINGENCIES (5%) 85 85
TOTALS - - 46.0 126.5 1725
Proposal 4
Light-Metal Industry Training Progrom

Category A) Country con- B) Extemail contri-

tributions butions

5.4 employee/months 27 000
20 employee/months E.C.* 24 000
Training 21000
Missions 5 000
Equipment and materials 2400 9 600
Others 3000 3000
Subftotal 29 400 65 600
Total (A+B) US$ 95 000

“*£.C. = Extemal consuitant
*N.C. = National consultant
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Proposal 5

Quality-Control Laboratory Services

Category A) Country con-  B) External contri-
fributions butions
6 employee/months E.C.* 18 000
6 employee/months N.C.* 12 000
Meetings 5000
Training 20 000
Missions 10 000
Equipment and materials 6 000 24 000
Others 2 500 2500
Subfotal 20 500 79 500
Total (A+B) US$ 100 000

*E.C. = External consultant
*N.C. = National consultant

Proposal 6

Conversion and Modernization of Agroindustry Producing Veg-

etable Oils and Fat

Category A) Country con- B) Extenal contri-

tributions butions

64.5 employee/months E.C.* 460 000

63.0 employee/months N.C.* 200 000

Meetings 17 000

Training 61000

Missions 53 000

Equipment and materials 11200 44 800

Other 37000 37000

Subftotal 248 200 672 800

Total (A+B) Us$ 921 000

°E.C. = External consuitant
*N.C. = National consuitant

Proposal 7

Deveiopment and Modemization of Dairy Agroindustry

Category A) Country con- B) Extemnal contri-
tributions butions
34 employee/months E.C.* 165 000
60 employee/months N.C.* 158 000
Meetings 32500
Training 17 000
Missions 35000
Equipment and materials 3 600 14 400
Other 9 000 9 000
Subftoial 170 600 272 900
Tofal (A+B) US$ 443 500

““E.C. = External consulfant
*N.C. = National consuitant
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Proposal 8

Conversion of Coffee Agroindustry
Category A) Country con-  B) Extemnal contri-
fributions butions
56 employee/months E.C.* 250 000
110 employee/months N.C.* 316 000
Meetings 53 000
Training 60 000
Missions 65 500
Equipment and materials 6 400 25 600
Other 16 500 16 500
Subloial 338 900 470 600
Total (A+B) US$ 809 500
“TEC. = Extfernal corsutant
*N.C. = National consultant
Proposal 9
Processing of Nonexporiable Bonanas
Category A) Counfry con- B) Extemal contri-
fributions butions
63 employee/months E.C.* 309 000
91 employee/months N.C.* 185 000
Meetings 35 500
Training 43 000
Misslons 50 500
Equipment and materials 6 200 24 800
Other 19 000 19 000
Subloial 210 200 481 800
Total (A+B) Us$ 692 000
TET. = Extemal coreutant
°N.C. = National consultant
Proposal 10
Conversion of Sugar Agroindustry
Category A) Country con- B) Extemal contri-
fributions butions
71 employee/months E.C.* 350 000
65 employee/months N.C.* 190 000
Meetings 59 000
Training 133 000
Missions 119 000
Equipment and materials 7 800 31200
Other 31500 31500
Subiotal 229 300 723 700
Total (A+B) US$ 953 000

*E.C. = External consutant

*N.C. = National consultant
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Proposal 11
Conversion of Cocoa Agroindustry

Category A) Country con- B) External contri-
fributions butions

44 employee/months E.C.* 220 000
38 employee/months N.C.* 97 000

Meetings 23 500
Training 45 000
Missions 37 000
Equipment and materials 5 000 20 000
Other 12 500 12 500
Subiotal 114 500 358 000
Tofal (A+B) US$ 472 500

EC. = External consultant
*N.C. = National corsultant

Proposal 12 '
Development and Modernization of Fruit and Vegetable Agroindus-
try

Category A) Country con- B) Extemal contri-
tributions - butions

42 employes/months E.C.* 215000
54 employee/months N.C.* 120 000

Meetings 60 500
Training 68 000
Missions 80 500
Equipment and materials 8 800 35 200
Other 21 500 21 500
Sublofal 150 300 480 700
Tofal (A+B) Us$ 631 000

“°E.C. = External corsulfant
*N.C. = National consultant

Proposal 13
Coordination of Regional Agroindustrial Development Program
Category A) Country con-  B) Extemnal contri-
fributions butions

36 employee/months E.C.* 180 000
36 employee/months N.C.* 90 000

Meetings 23 200
Training 24000
Missions 34 800
Equipment and materials 1300 5 300
Other 46 100 46 100
Subiotal 137 400 312400
Tofal (A+B) US$ 450 800

~“E.C. = Extemal consulfant
*N.A. = National consultant
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Proposal 14
Regional Rural Agroindustrial Development Fund

Cost summary for formulating, establishing and implementing the Fund

p—
ITEM COSTS AND FUNDING SOURCE TOTAL CE’;{E&GE
lechi
.ﬂng Regional orga- Central Amer-  Cooperating (%)
’ nkations (1) can Mmu'lom Iinstitutions
Stage 1 1 400 60.0 1100 2100 0.3
Phase 1 200 200 60.0 100.0 -
Phase 2 - 100 400 50.0 -
! Phase 3 200 30.0 100 60.0 -
Stage 22 400 12400.0 505900 630300 99.7
‘ Assessments - 200.0 290.0 490.0 -
-k Feasibility 400 200.0 300.0 540.0 -
topi Execution Fund - 12000.0 500000  62000.0 -
erice TOTAL 80.0 12460.0 507000 63240.0 (100.0)
Percentages (%) 0.1 19.7 80.2 100.0
:/AS, (1)XCountres ond meetings of Central American technical pemsonnel, technical counclls, ministers, ond work ot the
national level
> / AS (2)Central American institutions (CABEI, SECA, ICAI, CORECA, etc.)
(3)Technical cooperation institutions, organixations ond agencies
' Only technical cooperation and institutional advisory support
>/ AS 2 15 be executed during the period (four years)
C/AS
ClAS
C/A
C/A
C/A
ach
ygion
pgior
ictior
atior
rojec
=]
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COSTA RICA

AGROINDUSTRIAL DEVELOPMENT OF COCONUT
PALM IN THE HUETAR ATLANTIC REGION

(Project)

1991
PROJECT CAM-90-002 UNDP/PAHO/PEC
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INTRODUCTION

For several years, Costa Rica has made efforts to promote coconut
palm cultivation at the commercial level. In 1978, a specialized
commission was created for this purpose, and it attracted the inter-
est of some producers. However, the initiative was hampered by the
lack of capacity for industrializing this product.

In the 1980s. a program for research and the production of plant
stock was camied out, in an attempt to solve the problems peculiar
to the Atlantic zone. As a result, appropriate technology for this
crop was developed. The country has a World Bank loan for US$26
million to finance the Atlantic Zone Agricultural Development Pro-
ject (PRODAZA). The Banco Nacional, the bank administering funds
for agricultural credit, Is ready to channel resources for rehabilitating
and sowing coconut plantations, if available markets exist.

The Project reinforces the initiatives of the government and private
sector. It supports efforts now under way to raise the levels of tech-
nology for growing the crop. and to industrialize and market it.

|. FRAME OF REFERENCE

1. Macroeconomic Setting and lis Impact on the Project

During the 1980s, the gross domestic product grew at an annual
rate of 4.7 percent; the most dynamic sectors were agricutture, with
a growth rate of 3.9 percent, and industry, at 5.5 percent. Exports
grew by five percent. The agricuttural sector has the highest share,
comprising more than 66 percent of all exports. During the last years
of the decade, nontraditional products also became more muscu-
lar. In 1980, they represented only 3.4 percent of il exports; by 1989,
they had risen to 21 percent.

This is due to a series of policies designed to improve the efficiency
of the different sectors and strengthen infrastructure, refitting the
production environment to promote nontraditional exports. The fol-
lowing can be mentioned among the macroeconomic and sec-
toral measures that were taken:

— The exchange rate was subjected to a series of crawling-
peg devaluations; this provided an Incentive for exports and
maintained the national currency at a realistic value against
the dollar.
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The Project will be under the responsibility of the Ministry of Agricul-
tural Development (MIDA) during its initial phase. The National Di-
rectorate of Agroindustries of MIDA will be the executing unit. Sub-
sequently, private-sector organizations will participate.

l. FRAME OF REFERENCE

1. Macroeconomic Setting and lts Impact on the Project

Panama’s economic development is based on the growth of the
tertiary sector, which, in fact, has grown more and become more
efficient than the primary and secondary sectors of the economy.
The difference is even greater when compared with the agricultural
and agroindustrial sectors.

During the 1990s, the country’s development model must be based
on joint and complementary growth of the agricultural and agroin-
dustrial sectors. In order to allow for more balanced development,
new investments will have to be made in technological develop-
ment; this will allow for the development of the potential of agricul-
ture with a greater economy of production resources.

The absorption of investment resources under the prevailing eco-
nomic development model has hindered the nation’s efforts to
establish a modermn production structure. The failure to provide ade-
quate support for the production sectors and, in particular, to diver-
sify the production structure of agriculture by linking it to a parallel
growth of certain branches of agroindustry, has led to a high de-
gree of dependency on food imports.

Institutional efforts to promote the agroindustrial sector have been
inadequate and short-lived. The private sector has limited its invest-
ments because of the high cost of setting up agroindustrial enter-
prises. This is due especially to the lack of technological research on
the country’s potential resources for agroindustry and to the weak
infrastructure of production services for facilitating the installation of
agroindustries in the interior.

Following are some indicators which give an idea of the real di-
mensions of Panama’s incipient agroindustrial development:

— Agroindustrial GDP is 116 million balboas at 1970 prices
(1980-1989 average).

— There are about 500 agroindustrial companies, most of
which are concentrated in the capital: two-thirds are lo-
cated in Panama City.
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— Agroindustrial companies with five or more employees gen-
erate about 20,000 jobs.

2. Analysis of Production Options and of the Technical Environment

Contrary to the case in other countries of the isthmus, agroindustry
has grown very slowly in Panama. One of the main reasons for this is
that Panama does not have an agency or center to promote tech-
nological development in the agroindustrial sector by adapting and
generating processing technologies, testing industrial processes and
equipment, and supporting the installation, erection and testing of
equipment for new companies. Such a Center could offer low-cost
services to local investors in connection with industrial research, the
selection and purchase of equipment, and the negotiation of con-
tracts with suppliers of technology.

Furthermore, existing companies lack mechanisms for transferring
industrial technology and, hence, are not able to rapidly adopt
new equipment, carry out large-scale industrial reconversion or
modernize their plants with new technologies.

In order to achieve agroindustrial development, Panama needs a
specially-equipped Technology Center for conducting experimen-
tal tests of raw materials processed in pilot plants, of processing
technologies using different kinds of industrial equipment and of
different types of containers and methods for preserving processed
goods. The Center will be able to certify quality control of finished
goods. Its services will cover every aspect of agroindustrial technol-
ogy. from the treatment of raw materials to the commercial pack-
aging of the finished product, thus helping to establish the new
structural bases of agroindustrial development.

The proposed Technology Center will serve the entire country. Spe-
cialized services for agroindustrial research and technology transfer
will be aimed especially at helping farmers and promoting enter-
prises set up by them in the interior of the country.

The project proposes a joint effort on the part of the State and the
private sector in setting up the Technology Center, in order to re-
duce the cost of initiating and sustaining agroindustrial research on
new products for the market, generating technological processes
for the development of domestic raw materials, or testing agroin-
dustrial equipment manufactured by the Central American ma-
chine and engineering industry.

The need for an agroindustrial research center in Panama is clear,
although it must be borne in mind that the creation of such an
agency will not solve the country’s socioeconomic problems.
Rather, it will supplement the efforts begun by MIDA in the agroin-
dustrial sector.
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3. Socioeconomic Situation of the Potential Beneficiaries

The direct beneficlaries of the Project will be the 500 agroindustrial
companies currently operating in Panama, as well as those poten-
tial investors interested in agroindustrial projects. It will also benefit
rural producers who are not always able to market their fresh pro-
duce immediately, and whose efforts are often wasted because of
the lack of integration of farming with agroindustry.

There is a marked disparity in the distribution of urban-industrial and
rural-agricuttural incomes, due to the concentration of services in
the metropolitan areas.

With respect to employment, the situation is critical, with unem-
ployment in the country estimated at 25 percent. The situation is
more critical and complex in the rural areas because of the marked
seasonal nature and subsistence level of economic activity. The in-
stallation of agroindustries promoted by the center will have a par-
ticularly strong impact on labor-intensive technologies.

4. Institutional Conditions

The National Directorate of Agroindustries of MIDA will play an
especially important role in Project implementation, as it will be the
leading agroindustrial development institution in the country. Its
main tasks will include the following:

— Study. promote and set standards for the industrial process-
ing of agricuitural production

— Stimulate and boost agroindustrial production and produc-
tivity through training, transfer of technology and technical
assistance to companies

— Disseminate new agroindustrial technologies

— Prepare and standardize agroindustrial investment projects
for regional implementation, providing technical orientation,
supervision and evaluation services

— Standardize and implement agroindustrial programs carried
out by MIDA’s regional executive departments and their
service agencies

— Cooperate in the development of new lines of production,
ensuring diversification of production and better utilization of
manpower on agricultural production units

— Maintain communication and coordination with related na-
tional, regional and intemational institutions and agencies. in
order to ensure updating and effectiveness of promotional
actions
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The National Directorate of Agroindustries has five departments at
the national level and nine regional coordination offices for agroin-
dustries. With respect to human resources, it has a staff of 40 officials
carrying out promotional activities throughout the country. Annual
funds are appropriated by the central government.

5. Legal Framework

The legal framework in effect for developing the agroindustrial sec-
tor must be supplemented by promotional legislation that will pro-
vide incentives for and attract new investments, especially in the in-
terior of the country.

The National Directorate of Agroindustries was created by Act No.
12, of January 25, 1973 (Article 139), which establishes that it is to
study and promote the agroindustrial processing of agricuttural pro-
duction.

6. The Project in the Context of Regional Integration

The Project envisages the participation of the Central American
countries. Cooperation agreements must be set up with research
agencies in each one of those countries, such as CITA in Costa Rica
and Laboratorio de Alimentos (LABAL) in Nicaragua.

Relations will also be established with regional agencies such as
CATIE, INCAP, IICA and CADESCA, in order to consolidate special-
ized technical cooperation.

Il. PROJECT DESCRIPTION

1. Justification

The development of the agroindustrial sector is of vital importance
to the country. not only for the sake of the agricultural sector itself,
but also for the development of industrial technology and the reac-
tivation of the overall economy. Agroindustrial development links
the agricultural and industrial sectors and helps close the gap be-
tween geographical areas -- urban and rural -- while facilitating the
establishment of new companies in the interior of the country.

The Project will have a direct impact on the main economic devel-
opment variables (income, employment, nutrition) as a result of
backward and forward linkages with the other sectors of the econ-
omy.
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Sustained growth in the agroindustrial sector, on the national level,
will contribute to the solution of socioeconomic problems derived
from the prevailing development model which is based on the ter-
tiary sector. Among other benefits, there will be a reduction in urban
social marginality and in rural poverty, the creation of new jobs and
a cormesponding hatt in the rural exodus and, in particular, a reduc-
tion in the country’s dependency on imported foodstuffs.

Through its broad and intensive efforts to transfer industrial technol-
ogy. the Center will facilitate more rapid industrial reconversion of
noncompetitive agroindustries and enable them to re-enter the in-
ternational market.

In addition, by offering a technological information system for com-
panies, it will facilitate planning, orientation and support of produc-
tion activities, thus allowing for ready updating of information on
agroindustrial technology. Users will be able to file, process and re-
trieve data almost immediately.

2. Objectives

General

To establish a Center for Research and Technology Transfer for
Agroindustrial Development in Panama

Specific

— To design the Technology Center’s infrastructure and
equipment in detail, in order to provide technology research
and testing services through pilot plants and specialized
laboratories

— To select processing equipment and install pilot plants for the
food industry (flour and flour products, edible vegetable oils
and fats, milk and dairy products, meats and meat byprod-
ucts, fruits and fruit products, vegetables and vegetable
products)

— To select processing equipment and install pilot plants for
agroindustry, for the purpose of processing the country’s
animal and vegetable potential (natural dyes. gums and
resins, leathers and furs)

— To strengthen the transfer of agroindustrial technologies in
order to support industrial reconversion projects

— Toinstall technology data-processing equipment to allow for
consultations by companies and facilitate immediate
updating of technological processes and new industrial
equipment
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3. shrategy

The strategy designed to implement the Project will be carried out in
two phases. The first one includes the preinvestment study and the
supplementary research studies. The second phase covers the in-
vestment per se, and has been divided into four stages:

Phase 1. Preinvestment studies and design of the Technology Center

This stage begins with the hiring of consulting firms to conduct the
feasibility study for the center. It is important to point out that two
supplementary research studies will be required. The first one refers
to lines of research for certain food industries. The results will deter-
mine the types of pilot plants to be offered to potential investors or
existing companies. (Flour and flour products, edible vegetable oils
and fats, milk and dairy products, meats and meat byproducts,
fruits and fruit products, vegetables and vegetable products).

The second research study has to do with the selection of equip-
ment for the pilot plants. It is important to make an inventory of exist-
ing equipment and examine the capacity of the Central American
machine and engineering industry to manufacture it, with special-
ized technical assistance. It will be essential to determine the plant
size that the Center would recommend for new agroindustrial en-
terprises. This phase would conclude with the preparation of funding
requests for the center and their presentation to cooperating orga-
nizations.

Phase Il. Construction, equipment, training and transfer

Stage 1. Construction of buildings and civil works. This would com-
prise the hiring of a construction firm, the building of pilot plants, the
setting up of services for the plants, and the construction of labora-
tories, cold-storage facilities, warehouses and offices.

Stage 2. Setting up of pilot plants, laboratory equipment and testing
facilities. This would include the selection, purchase and installation
of the industrial processes selected. Once the pilot plants are set up,
the equipment would be calibrated and technological processes
would be tested.

Chemistry, microbiology and sensory evaluation laboratory equip-
ment would be mounted and calibrated for start-up.

Stage 3. Training of managerial and technical personnel, and or-
ganization of the Center. Technical staff of the pilot plants, labora-
tory technicians and other personnel would be trained, in accor-
dance with the types of processing to be conducted in the Center.
Support for training efforts would be provided by specialized tech-
nical cooperation programs of regional organizations and supple-
mented by suppliers to the pilot plant.
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The Centrai Amerncan ma-
chine and engineenng industry
will play a decisive role in the
manufactu