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SECTION |

INTRODUCTION

Central America has been overlooked for a long period of
time as an excellent source of supply of fresh and frozen fruits
and vegetables. In the past tifteen years the demand for these
commodities has grown rapidly in Europe and the United States.

Commodities that were once bhelieved not adaptable (o tone
growing conditions in Central America were thoroughly
investigated in the seventies, with excellent. result s, A vood
example is the labor intensive cole drops (broccoli, cauliflowver,
brussel sprouts). These have alwavs been known to be sensitive
to the length of dayv; however. new varieties have heen developed
that are neutral to photo peried and can dgrow sv-~cecafully in
Central America in even day and night periods.

There are several well-known advantages in developing
Central America’s ,capacity to supply 'ruils and vecetables Lo
world markets:

1. Low-cost labor

2. Year-round operations

3. High-quality products

1. Cff-season supply in U.S. markets

Low=Cost Labor

Labor intensive products offer” a competitive edge {for
Central America. Some are labor intensive in the fields only,
such as okra and strawberries, and some are intensive both in the
fields and in the plant, such ae cole crops. Hand-picking in the
fields also increases yields dramatically compared to mechzanical
harvesting.

Year-Round Operations

This factor is extremely important to the prolitability of
produce businesses, sgpecially when the 1 .terest. rate is
relatively hiegh. It is also important in frozen products, «=ince
space for cold storacge is costly and it is important 1o amortiszs
fixed investment over the lardgest pousible volume.

An important. factor in vear-round operation is the stabilitv
of labor supply and Jower maintenance cost per vound of
production.
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High Quality

The longer and slower dgrowing season in Central America,

especially in the highlands, will results in more color
development and better a~cumunlation of the flavor components in
fruitse and vegetables. Hand-trimming and slicing rather than

random mechanical harvesting and processing will also ensure
higher quality.

Off Season Supply

The oft-season supply of some crops will reduce the el o
of competition from within the U.S8., and also could make up for
the short supply of ftresh product in the market place. This
factor could be manipulated to an economic advantage.

I can recommend the followine products in a frogen stante.
Many are also attractive in fresh torm, although some are medfily
susceptible.

Broccoli (cut and spenre)
Cauliflower

Brussels sprouts
Strawberries

Okra

Bell pepper

Baby vegetables

Snow peas

Sugar peas

sparagus

C LG0T WIS

—

With the exception of bhroccoli, the demand in the li,5.
arket is excellent. Broccoli is in an over supply position. It
s difficult to predict when or it there will come an end to the
mbalanced marketing problem, which appeared atter Mexico becan
Xp

orting a big annual volume of broccoli to U.S. markete.

Developments in the broccoli market should be closely
watched. Even with the heavy competition , hand-cut broccoli,
individually quick=-frozen, could still be processed and marketed
in the United States and Europe in small quantities until prices
become more favorable,

Cauliflower and Brussels Sprouts

The varieties of these two preducts  thal are adaptable to
growing conditions in Central America are well established. ‘The
demand in the United States marlkets are limited in comparison f.o
the European market. The 1.Q.F. cauliflower florets are popular



and receive a good price. It
cauliflower produced in Central
white color that is produced in

to overcome this problem.

Strawvberries

A large strawberry market
preserve industry. Strawberries
Hand-picking is still the only
The tntal pack in the United
annually. California is the
of the total production,
strawberries. I.Q.F. "whole"
the retail and food service
at the moment; however,

strawberry puree pacled
the ice cream, .jams,
the yogurt industry has been a
The prices are in the high forty
to be profitable in a relatively

The
demand for

past Mexico exported
strawberries annually;
recent

In the
pounds of
reduced almost by half in

In general, the
industry are excellent, since
outstanding in <come Central
Guatemala.

Okra

The United States market can easily absorb five million
pounds of whole and cut okra. Okra marketing should be directed
mainly towards the soup industry. Breaded okra is alsc bhecoming
a very popular product for cut okra,. Contacts with the =oup
industry could be achieved once a freezing project is approved.
This product should be individually quick frozen (I.@Q.F.), loose
frozen, and pocsibly brined in drums,
Bell Peppers

Diced, sliced and pepper halves are in cood demand in the
U.S. This product cculd be easily produced 1in the same line as
okra with minor chances. The market is large in the prepared
food industry in Lhe U,S8., and the demand is excellent., ‘There is
not enough production in the U.S. to meel the need,
Snow Peas and_Sugar_ Peas

Most frozen snow peas are imported from Taiwan, and some are.
imported from Guatemala in retail! boxes and bags. There is a

cshould be
America 1is
the U.S,

economiacnl
States
main
Forty
strawberries
mar
improvements

and
agood

poseibililies

noted, however, that the
not the desirable snow
More research is needed

exists in the ice cream and
are a labor-intensive commodily.
method of harvesting.
230 million pounds
approximalely BO%
the pack is whole
recommended {or
slichtly lower
soon.

is about
producer with
percent of
are
Prices are
expecled

lety.

are

1 in good
industry. Recenulwy

the puree producl.
level and appear

in 85 dallon drums
precserves

outlet for
cents per pound

soft market.,

million
been

te the United States 110
however, this volume has

vears.

strawvberry
material is
especially

{for developing t.he
the quality of raw
American countries,



tremendous neec for 1.Q.F. snow peas for the mixed veuetable
retail market. There is also a need +for them in convenience
dinners in the prepared food industryv. This product counld he
processed on the same line with minor modifications.

Raby Vegetables

Duc¢ to their small size, babvy vesetables could easilv he
frozen as an 1.Q.F, product., Of these items, the French u¢reen
bean (one sieve) should have the largest volume. These products
could be marketed in the food service industry alone. ‘T'he demant

is great and the prices are high.

Asparagus

Only cut asparacgus could bLe frozen on the 1.@.F. lLine.
Whole asparagus could be marketed as ftresh. A large demand lor
frozen asparagus exists at all levels--retail, industrial and
food service, The high price of this product in the U.,S. has
limited it’s market, but the demand is still great. A reasonably
priced asparagus could double the size of the market.



A PRELIMINARY MARKETING

A typical
products is
Obviously,

Bell
Okra
Strawberries
Cauliflower
Broccoli

Baby vegetables

pepper

product mix

SECTION 11
PLAN FOR FROZEN PRODUCT

FROM CENTRAL AMERICA

plan based on the production of the following
sugdested for the first two vyears of operations,
could change wilh market conditions,.

Ilhe. /annually

1,000,000
1,000,000
1,000,000
1,000,000
800,000
-—.200,000

TOTAL 5,000,000
These production figures are based on achieving 10 cents per
pound of fixed overhead.

The equipment should be simple and [lexible. Some of the
equipment could be manufactured locally. The freezing machinery
should be flo-freeze or belt freezing tyvpes tor (I.Q.F.} loose
Trozen products.

This Ltype of equipment is geared toward the supply of bulk

products to
Industrial custome
frozen fruits and
brokers
predetermined pric

I have also v

Mr. Tulio Garcia.

Broccoli
lbs,
Cauliflower
Snow peas
Ths.

Sugar peas
French bheans
Bell pepper

Anticipated frogzen
year.

indust

directly

the United States and Europe.
client. base for marketing
products are  sold through

rial customers in
re« are the easteat
vevetables, These

on a pre-pack contract basis with a
o, .
icsited the Four Pines operation and talked to
1 have sutmitted tLthe fellowing projections:
Total (Fresh and Frozen) For Freeming
2,700,000 Llbs. 800,000
240,000 lbs. 200,000 lbs.
1,800,000 lhs. 600,000
150,000 lilbs. 600,000 lbs.
300,000 lbs. 300,000 1be,
1,400,000 lbhe,
produclion is appraovimately 41,000,000 Iha, per

AN



A small size freezing operation is recommended as a service
operation to supplement the fresh pack shipments. The purpose is
to enhance the quality of the fresh preduct by utilizing the
overflow production. It wili alse be used Lo stabilize price
received from the fresh market. Finallyv, it will be a creat
advantage for member gsrowers in case adverse weather affects the
quality of raw material such that it may not be considered unsable
for the fresh market.

The frozen Jline sheould be flexilile enough to handle
different products. The {ollowine is a proposed freezcing line,

Hopper: 2000 1b. capacity (local)
Stainless il possible.

All Conveyers: Cleeted neoprene bheits
Motor driven one H.P. (local)

Washer: Stainless tanlk--mesh
mech belt--3 inch
Pump to recirculate to push predact forwvard
{local or imported).

Trimming Table: Specially designed to increase etfficiency, with
metal frame. A belte are moving, The
product is  recirculated under and returne Lo

Lthe main vable, Only finished, tLrimmed preduct
ig on the center helt (focnll).,

Blancher: Rotarv stainless steel cpen blancher (F.M,.C, Hushes-
-Robins} Capacity 1 tona/1 hour, steam injected,

Shalkers: Dewatering tyvpe (rod chakers), 36 inches wide and 1
feet long. Sprav svatem (F.M.C.-kev Olnev)}

Cooler: Could be a1 used ctainless bhlancher-sanitary.

Inspection Room: Simple--stainless {rame. Belt driveon.
Chlorine spraved continuously (local).

Pump: Product food pump, | inch outlet and inlel sindle and
double vein (I.M.C.-Moorse, imported).

Freezer: Belt or fluidized bed svstem,
Lewis freezer-(Grvco-Fricoscandia
{Imported) 6,000 lb/hour capacity for peas,.

Refricveration: 200 ton of refriceration 1i1s needed for Lhis
line

Ammonia Svsiem,

Vilter

Frick

F.E.S.
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SECTION TI1I1

CONCLUSTION

Central America could be further developed to supply needed
markets in the United States and Eurcpe with fresh and frozen
fruits and vegetables.

Only labor intensive commodities should be considered.
Product diversification to avoid an over supply 1is essential
annually. A rTelativelvy small operation {(5-8 millien [bu.)} is
recommended. Proper planninge and development. of this project
will be an asset to both Central American countries and the U.S.
markets.,



PUBLICATIONS REQUESTED

Statistics:

American Frozen food Institute
1838 Elcamino Real, Suite 202
Burlingame, CA. 91010

Marketing and Prices ana Market Conditions:
The Food Insbtitnte Report

American InsbLitute of Food DRistributions, lnc.
28-12 Broadway

Fair Lawn, N.J. 07110-39123 Tel. 201-791-H770

Engineering:

Food Engincering
P.0O. Box 2035
Radnor, PA 19089-2036

Food Processing and Technology:

Food Processing
Putman Publishing Co.
301 E. Frie St.
Chicago, IL 60611



LIST OF FROZEN

Doran Foods

500 Turnpille Street

Canton, MA 02021
William Goldstein
John W. Darcy

Dennis Sales Ltd.

P.0O. Box ‘1058

Salisbury, MD 21801
Philip A. Long
Frank M. Marshall

Valley Pachking Service

P.0. Box 108

Watsonville, CA
Jack Randle
Fred Haas

95076

J.M.L. Sales

111 Marsh Rd.

Pitteford, NY 1153/
Jeffery Lawerence

FOUD

BROKERS

REQUESTED

Tel. 617-828-1800

Tel. 301-712-1585

Tel. 408-712-7551

Tel., T16-586-1KH33



STATUS OF EXISTING FROZEN FQOD INDUSTRY IN GUATEMALA AND EL SALVADOR AND THE

PROJECTTONS FOR SEVEN NEW PROJECTS

CAPACITY AND PRODUCTION OF EXISTING PLANTS (6)
Millions of Pounds per Year

AGRIC CAULI- BRUSSELS OTHER TOTAL PLANT USE OF

YEAR BROCCOL T FLOWER SPROUTS OKRA PRODUCTS PRODUCT ION CAPACITY CAPACITY

87/88 28.0 6.25 2.25 14. Q 4.5 55. 0 120. 0 46%

88/89 28. 0 7.0 3.0 18. 0 7.0 63.0 120. 0 53%

89 /90 28.0 8.0 4.0 21.0 11.0 72. 0 120.0 60%
The six plants

than 500,000 pounds of frozen product annually. Collective plant
construction or on order.

represent all the plants in Guatemala and Salvador that are currently exporting more

capacity includes new lines under

PROJECTIONS, SEVEN NEW PROJECTS FOR GUATEMALA AND SALVADOR

Millions of Pounds per Year

AGRIC CAULI- BRUSSELS OTHER TOTAL PLANT USE OF
YEAR BROCCOLT FLOWER SPROUTS OKRA PRODUCTS PRODUCTION CAPACITY

87/88 NONE OF THE REFERENCE PROJECTS WILL BE IN PRODUCTION

88 /89 8.2 4,2 2.4 2.9 4,7 25,0

90/91 16.2 6.1 3.0 8.1 6.6 40,0

The projections

for these projects were reduced by 40% to account for an unrealistic dependency on

broccoli, and overlapping constituencies (sources of supnly).
COMBINED ESTIMATES FROR EXISTING PLANTS AND PROPOSED NEW PRODUCTS
Millions of Pounds per Year
AGRIC CAULI- BRUSSELS OTHER TOTAL PLANT USE OF.
YEAR BROCCOL T TLOWER SPROUTS OKRA PRODUCTS PRODUCTION CAPACTTY CAPACITY
88 /89 36.2 1iJ2 5.4 23.5 11.7 88.90
90/91 44 2 14.6 7.0 29.6 17.6 112. 0




ADVICE TO NEW FROZEN FOOD PROJECTS; GUATEMALA

These notes were assembled from MNazmy Elehwany's individual
conisulting sessions with the sponsors of seven prospective frowen
food projects and were presented in summary form in Spanicsh at a
final "wrap-up" workshop at which six of the seven attended.

Prospects for the future of the froren food industry in Guatemaln
and its steady growth are promicsing provided:

Dependency on broccoli is reduced.
Profitability and c¢rowth are predicated on increases in the
production of those lesser ccmmodities and specialty items

that require =2 high labor contribution. {See separate list
of products.)

New markets are opened in Europe.

Economies of Size

In Guatemala, given appropriate circumstances, a plant as small
as 5,000,000 pounds/year capacity should be able to operate
profitably. The high range would be on the order of 30,000,000

pounds annually.

Small plants can operate competitively by concentrating on
specialty products secured trom suppliers located in the areas
close to the plant. Also, a small fromen food plant is
particularly well adapted as 1 back-up or supplementary operalion
for an enterprise that has a strong ftresh export business, :

Larger plants can operate advantacgeously processing the major
commodities on as full n schedule as possible.

In either case -- a new plant with an intended small output, or
one with an intended larde output -- it is prudent to start with
a plant designed to accommodnte new lines in the future rather
than to start out with excessive surplus capacity.

Financial Projeclions

Most of the proposals that were reviewed ftatled Lo provide for
sales costs and US handling costs, and did not assign contingeney
coste for loss of product {(unaceeptable tfor sale or downurnded),
Overhead costs were denerally pedgued too low, Income projecctions
were generally based on US prices for {rovzen breccecoli tha' do not

reflect the current and projected sofl condition of that carket.

W\



Diversificalion (Choice of Products)
Guatemala’s great advantage as a Jlocation for f{rozen foods
processing businesses is that it produces such a larce varietyv of
vegetables and fruits that are marketable as frozen product, and
since the seasonal production cveles ftor these raw matervials
cverlap, frozen tood plants c¢an be operated on almost a vear-

round schedule.

However, over-diversification should be aveided. Small plants
should be able te do a2 first-class Jjob with three co¢r four
products  (no more than fivel)l: concentrating on two or three
lecsser commodities or specialty crops, backed up by one or two of
the high consumption commodities as overhead items. Larce plants
should concentrate on several of the high consumption commodities
with production spread out over as long an operating schedule as
possible.

Reducing Overhead

Overhead costs can be reduced substantially by operating at as
near plant rapacity (70%) as possible over as many months of the
vear as poscible., In Cuatemala, plants located in the highlandsg
can operate up to ten menths cut of the vear if thev cource
lowland products such ws olkra and melon balls when highland

production is slack. As a1 oeneral ruie it is protfitable to do
out-sourcing i1t the product can be preccessed at  the hrealk-even
point. It is also usuntlye profitable to proceass the low-value

commoditiecs when it substantially increasoes the rale ol plant
utilization. {Such mayv be the case for broccoli over the new fow
vears. )

Marketing Strategy

Use a reputable broler until preduct reputation is establiched,
and even then den’t discard the broker. When selling direct,
spread sales among mere than one buver.

European Markelt
The Guatemalan frezen [ocod industry should try to promote sales

in the FEurnbean market, BRrussels sprouts, as an example, is a
specialty product in the US but is a commodity in Great RBritain.

Products

See separate list developed by Dr. Flehwany,
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