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During the early part of the decade of the 1980's, war and dictatorships dominated 
the Central American landscape. The United Stan Agency for IntrnationalDevelopment
sought mechanisms to help stabilize the economies of Central America and bring greater
equity to the distribution of income. One of the selected approaches was the development 
of fresh produce and flower exports. The PROEXAG, and follow-on EXITOS projects 
were the Regional mission's non-traditional agricultural export development projects. In 
retrospect, it appears to have been the right decision, in the right place, at the right time. 
Non-traditional agricultural export development has begun to have a significant economic 
impact and has greatly benefitted from, as well as encouraged, the increased political 
stability and peace that has begun to settle in the Region. 

The study which is attached is an evaluation of the performance of non-traditional 
agricultural export development in general from Central America, from the mid-1980s to 
the present, with special emphasis on the PROEXAG-EXITOS projects. In addition to 
looking at the economic impacts, economists Hardesty and Taylor also evaluated 
compliance with U.S. laws regarding the transfer of U.S. jobs ovezieas. 

Those of us who have participated in these two projects feel their accomplishments
have exceeded the original expectations. This study corroborates that sense and quantifies 
the positive impact of USAID's efforts over these past seven yrars both on the Central 
American economies as well as on the U.S. economy. We are pleased to share a copy of 
this evaluation and hope you find it useful. 
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EXECUTIVE SUMMARY 

For many years, U.S. development policy towards Central America has been based on 

a Categy of promoting export-driven economic grpwth. Initially, the primary engines of this 
grow rategy were traditional agricultural crops such as baaanas, coffee, sugar, cotton and 

beef. However, the destabilizing influences of volatile world market prices for these 

commodities caused a shift in commodity emphasis in the 1980s from these traditional crops 

towards nontraditional horticultural products. 

Since this shift in commodity emphasis, almost $336 million of USAID funds have been 

expended on nontraditionalagriciWU!,a export promotion projects in Central America. Although 

these projects are consistent with stated U.S. development policy towards the region, the 

attainment of political stability in the region and the recent economic slowdown in the U.S. have 

brought these development activities under close scrutiny. 

Recently, the U.S. Congress passed legislation delineating what project contractors can, 

and cannot do, in pursuance of development project objectives. Against this backdrop, 

Chemonics International, the primary contractor for the PROEXAG and EXITOS nontraditional 

agricultural export promotion projects commissioned this study to assess the compLi :Ace of these 

two projects with the recent legislative directives, and to the extent possible, provide a 

qu ntitative assessment of the economic impact of Central American nontraditional agricultural 

expori, (NTAE) on both the U.S. and Cntral American economies. 

This study utilized both primary and secondary data, information obtained through 

examination ofinternal roject documents, and extensive interviews with project staff and market 

participants throughout the entire production, distribution and retai system. Additionally, a 

comp ve survey of existing literature on export promotion projects in Central America was 

also undertaken. 

The study found that due to perishability and climatic factors, Central American NTAE 

have not entered into significant direct competition with U.S. producers. In fact, the NTAE 

appear to have a generally synergistic relationship with the U.S. horticultural product sector. 

This synergism emanates primarily from the fact that the imports are counterseasonal to varieties 

grown in the U.S. As a result, U.S. produce shippers and retailers use their facilities and staff 



more effilciently, consumme have more produce choices year-round and pice fluctuations have 
been moderated. b the food service sector, the extended availability his expanded the demand 
for domesticaly grown specialties, as restaurants previously were hesitant to offer some menu 
selctions for short periods of time. Using input-output analysis, estimates of the total value of 
U.S. economic activity related NTAE were obtained. For 1990, Central American N 'AE were 
estimated to have generated output in the U.S. totalling $906 million, household earnings of 
$335 million and 14,000jobs. The respective estimates for 1992 were $1.2 billion, $438 million 
and 19,000 jobs. While these estimates are small reltive to the value of all U.S. economic 
ativity, they are substantial when compared to the USAID expenditur,.s for Central American 
NTAE promotion of $336 million over the 1986-1993 period. 

The expanded exports from Central America have created increased export demand for 
agricultural inputs from U.S. suppliers. From 1988 to 1992, the free alongside value (FAS) of 
U.S. five major agricultural input categories of exports rose from $88 million to $192 million. 
Based on input-output analysis, the total value of U.S. economic activity associated with these 
exports is esated to have increased from $208 million in 1988 to over $463 milion in 1992. 

Combining these estimates with the economic activity generated by the importation of 
Central aerican nontraditional crops, the estimated total value of economic activity created in 
the U.S. economy increased from $1.3 billion in 1990 to $1.7 billion in 1992. The aggregate 
value of economic activity in the U.S. during this period attributable to Central American NTAE 
is estimated to be in excess of $4.3 billion. 

Because of the integrated structure of PROEXAG and EXITOS with existing bilateral 
missions and the existence of other development projects in Central America, it is difficult to 
differentiate the economic activity generated directly from the project from that attributable to 
NTAE promotion programs in general. However, based on internal project documents and 
discussions with project staff, some data on the value of export deals directly resulting from 
PROEXAG-I and EXrrOS involvement were obtained. Over the 1987 to 1994 period, the CIF 
value of export deals directly resulting from PROEXAG and EXrrOS project staff involvement 
inceased from $250,000 to over $36 million. The cumulative value of these deals over this 
eight year period was approximately $129 million. Given the project budget of roughly $15 
million, the export volume generated per dollar invested in PROEXAG and EXITOS is f~r 
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greater than the $1.67 factor estimated in a USAID field assessment of ten promotional 
institutions. Furthermore, it is estimated that almost $10 million of project expenditures flowed 

back to the US. 
The effects of NTAE on the Central American economies were difficult to quantify. 

Given the magnitude of the increases in NTAE from the region, it is clear that USAID 
pomotion efforts in general, and PROEXAG in particular, have been successful in their 
objectives. There is evidence of increased employment (both directly and indirectly created by 
NTAE production), gains in rural income, and improved rural living conditions. Development 

expers, however, have stated that efforts such as PROEXAG require ten years to achieve 
sustainable results. Nevertheless, it is clear that given the increases of the magnitude observed, 

and the relative size of the agricultural sectors in the economies of the region, NTAE are 

contributing to economic growth in the region. 

Based on the available evidence, it appears that the PROEXAG and EXITOS projects 

have been in compliance with the provisions of the Section 599 and more recent Section 547 
legislation. No project activities have resulted in direct incentives for the relocation of U.S. jobs 
to Central America nor have project activities been directed toward the establishment ofexport 
processing zones (EPZ). The issue of compliance with labor rights regulations was not 
adequately assessed in the study due to time and budgetary constraints. Concerns about worker 
rights in the region have been well documented, and they conthiue to exist. However, no 

information was uncovered to suggest the PROEXAG, or its successor EXITOS, were directly 
or indirectly promoting or contributing to the violation of internationally recognized workers 

rights. Rather, the projects have pursued thir stated objectives within a social and cultural 
climate where such occurrences rmain problematic. Overall, the projects have generated 

significant economic activity in both the U.S. and Central America. 
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AN ANALYSIS OF THE ECONOMIC IMPACTS OF

NONTRADITIONAL AGRICULTURAL EXPORT PROGRAMS
 

IN CENTRAL AMERICA 

INTRODUCTION 

The economic health of the Central AmJerican economies over the past thirty years has 
been largely dependent on agricultural exports. From the early 1960s through the mid-1970s, 
significant foreign exchange earnings and economic growth were realized from the exportation 
of the region's traditional agricultural commodities: coffee, cotton, sugar, bananas and beef. 
However, beginnins in th: lae-1970s, the markets for these commodities experienced 
considerable instability and in some cases, collapse. These occurrences contributed to an 
economic decline in rnost countries in the region and provided a stimulus to civil unrest. 

Driven in large part by national security interests, the U.S. increased its political and 
economic involvement in the region in the 1980s. Overseas development assistance to the 
region, the majority of which was supplied by the U.S., increased substantially over the 1979
1988 period, growing from 1.96% to 4.81% of Central American GNP.2 Following the 
recommendations of a 1980 presidential commission, export-led growth was promoted as the 
most effective means of achieving development goals for the region. The diversification of 
expo agriculture was advocated because traditional exports subjected Central American 
economies to disruptive world market fluctuations, and the region possessed a comparative 
advantage in the production of labor intensive commodities. Horticultural commodities 
(hereafter refered to as nontraditional agricultural exports, NTAE) were given high priority, 
because of the region's tropical climate and the belief that such products would not be likely to 
compete with U.S. production. 

The imporance of nontraditional exports in achieving economic growth and stability in 
the region was reiterated by the National Bipartisan Commission on Central America (NBCCA) 

2OECD, Dent and Demory Aid Policies in Latin Amri Pati: Organization 

of Economic Cooperation and Development, 1992 
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in 1984. Responding to the NBCCA, the U.S. Department of State issued an implementation 
plan. Of specific importance to the plan was its emphasis on the long-term: 

'A sustained effort over a decade or more will be needed if nontraditional 
products are to play an important role in generting export earnings....... Itis now 
obvious that transformation of these economies - changing the base from 
traditional exports of coffee, sugar, cotton and meat, to nontraditional agricultural
products and manufactures - will require significantly more time than envisioned 
by the NECCA.03 

The most visible and highly publicized policy actions take by the U.S. have been the 
pssage of die Caribbean Basin Economic Recovery Act (CBERA) in 1983 and its successor, 
the Caribbean Basin Economic Recovery Expansion Act of 1990, which made the provisions of 
the CBERA permanent. The CBERA granted duty-free access to the U.S. market to qualifying 
Latin American and Caribbean countries for a broad range of commodities. Aithough it was 
heralled by many as creating significant new trade opportunities for Central America, in fact, 
the Act provided little that was new. Roughly 87% of exports from the region (including most 
nontraditionalagricultural commodities) already entered the U.S. duty-free under the Generalized 
System of Preferences (GSP) and other U.S. tariff code provisions; other commodities such as 

textiles and sugar were not granted duty-free access. 

While the CBERA has been the most visible policy action taken by the U.S. to promote 
nontraditional exports in Central America, projects funded by the U.S. Agency for International 
Development (USAIID) have comprised the region's most significant NTAE promotion efforts. 
Between 1986 and 1993, 25 USAYD projects have operated in the region with expenditures 

totalling $335.9 million. 

The economic downturn of the past few years has served to heighten the sensitivity of 
U.S. taxpayers concerning federal expenditures, and generated growing resistance to supporting 
foreign aid programs. In particular, there has been considerable public concern regarding the 

3 U.S. Department of State, 'A Plan for Fully Implementing the Recommendations of the
National Bipartisan Commission on Central America.' Report to the President and the Congress,
Special Report No. 162, U.S. Department of State, Bureau of Public Affairs, Office of Public 
Communications, August 1986. 
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appropratenm of USAID development efforts which may contribute to the loss of jobs in the 
United States. Increased media coverage by television Programs such as "Sixty Minutes" and 
"lghtline" concenig the textile and apprl manufacturing hidustries have created a public 
perception that USAID export promotin programs are resulting in t direct loss of American 
jobs. Although most attention has been focused on nonagricultural industries, projects directed 
towards the promoon of NTAE have also come under scrutiny. 

In respons to these concerns Congress passed the American Jobs Retention Act of 1992. 
Additionally, Section 599 of the Fiscal Year 1993 Foreign Operations Appropriations Act 
(PL102-391) specifically prohibits the use of development funds for activities which contribute 
to the transer of U.S. jobs overseas. Recently, the provisions of the Section 599 legislation 
were extended and modified in the Section 547 legislaion. The new legislation impacted FY94 
funding of USAID projects. 

Objectives 
Against this backdrop, this study has two primary objectives. The first is to describe and 

value the economic impacts on the U.S. economy emanating from Central America NTAE. 
While trade with developing countries is often perceived by the general public as a gone way 

reet' involving donated resources and lost jobs, it also creates considerable domestic economic 
activity. The intent of the present analysis is to clearly document, and to the extent possible, 
quantify economic activity generated in the U.S. economy by NTAE from Central America. 

The second objective is to provide an economic evaluation of the primary regional 
USAID agricultural export promotion projects in Central America-the Nontraditional 
Agricultural Export Support Project (PROEXAG) which began in 1986 and was completed in 
1991, and its successor, the Agricultural Component of the Export Industry Technology Support 
Project (EXITOS, also commonly referred to PROEXAG-i) which began in 1991 and remains 
in operation'. While itis not possible to calculate the raw of mur to either Central America 

' Because of the continuity of the PROEXAG and ExaTos projects, sand for ease of
exposition, the term PROEXAG will be used as the relevant acronym for both projects in the 
ensuing discussion. 
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or the U.S. per dollar of expenditure on the= two projects, their economic impact on business 
and employment, especially in the United States, but secondarily in the Cential American 

countries, can be estimated. The projects' compliance with Section 599 and Section 547 

legislation will also be examined within this context. 

Overview 
The analysis contained in this report is based both on indeplndent information gathering 

and a comprehensive review of existing studies concerning NTAE production in Central 
America. While considerable use was made of secondary data on trade flows, some primary 

data were also obtained. Additionally. several individuals (see Annex A) were interviewed to 
gain insights regarding Section 599 compliance issues and the qualitative economic impacts of 

the PROEXAG-I and EXITOS projects. The project was conducted in the following manner:. 

1. 	 The evaluation team met in Guatemala City, Guatemala with staff from 
Chemonics International. The staff described the PROEXAG program 
activities and the scope of the evaluation work was reviewed. 

2. 	 Visits were made to Guatemala and Nicaragua to discuss Section 599 
compliance issues with USAID officials and U.S. Embassy staff. 
PROEXAG's interactions with various USAID-funded programs were 
reviewed. NTAE producers and shippers were interviewed regarding their 
involvement with PROEXAG. 

3. 	 Interviews were conducted with numerous shippers, buyers and suppliers from the 
U.S. to recount their interaction with PROEXAG and assess the impact ofNTAE 
on their firms and the U.S. produce industry. 

4. 	 U.S. economic output multipliers and data regarding U.S. imports of 
NTAE from Central America and U.S. exports to Central America were 
obtained from the US Department of Commerce. 

5. 	 A literature search of the economic and social impacts of NTAE crop 
production in Central America was conducted. 

6. 	 USAID Latin America and Caribbean Office provided information on 
other USAID programs promoting NTAE from Central America. 

7. 	 The evaluation team analyzed the materials and prepared its final report. 
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Section two of this study provides an overview of the PROEXAG project philosophy and 
activities. In the third section, the impacts of Central American NTAE on the U.S. economy 
are estimated and some of the specific impacts that can be directly attributed to PROEXAG are 
evaluated. This section also provides an overview of the NTAE sector in Central America. The 
economic impacts of NTAE on the Central American countries are presented in Section 4, as 
well as some discussion concerning the social impacts emanating from diversification into 
nontraditional agricultural commodities. The final section evaluates the compliance of 
PROEXAG with the provisions of sections 599 and 547 legislation, and presents the conclusions 

of the study. 
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OVERVIEW OF PROEXAG 

Introduction 
After World War H, US development assistance efforts in Central America focussed on 

expanding the region's exports beyond its traditional coffee and banana base to include cotton, 
sugar and cattle. In the late 1970s, the export markets for these commodities deteriorated, 
creating a regional economic and political crises. At USAID's urging and support, the region 
shifted to promoting a new group of nontraditional agricultural exports in the mid-1980s. The 
goals were to promote economic development by earning foreign exchange, generating domestic 
income and providing employment growth. 

USAID began funding nontraditional agricultural export promotion projects in Central 
America in 1982. The first project was in Costa Rica and involved the establishment of the 
physical and economic infratructure needed for the development of the country's Northern 
Zone. As shown in Table 2-1, USAID expenditures for the 25 NTAE projects which were in 
effect between 1986 and 1992 in Central America totalled $335.9 million. Only three of these 
projects were regional in scope: PROEXAG, EXiTOS and LAAD. Two of these projects, 
PROEXAG, which operated from 1986 through 1991 with a funding level of $8.17 million, and 
its successor, EXITOS, funded at a level of $6.83 million through 1995, have been the most 
visible. 

The stated purpose of PROEXAG was to "...contribute to long-teim economic growth 
through the expansion ofnontraditional agricultural exports from Central America and Panama.' 
In order to accomplish this goal, PROEXAG departed from the traditional USAID approach of 
institution building to pursue enterprise development, a notion somewhat unique to development 
projects of its kind. This strategic change was based on the well-founded belief that the key to 
accessing export markets, such as the U.S., was to concentrate on those individuals or 
enterprises that possessed the economic and entrepreneurial requisites to be successful, and the 

'Chemonics International., "Non-Traditional Agricultural Export Support Project, Final 
Report." p.I. 
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causal assessment that effective institutions naturally tmerge from entreprenwial success rather 
tham vice versa. This did not exclude small traditional frmers from program benefits, but rather 
assumed that technology transfer and entrance into the production of nontraditional crop 
pnxuction would more effectively be accomplished through market, rather than institutional, 
forces. Indeed, PROEXAG and EXITOS records indicaft that over 80% of the 10,000 hectares 
affected by die projects are less than one hectare in size. 

Project Structure 
To implement the project's primary strategy of enterprise development, a structure unique 

to development projects was adopted. This involved hiring agroup of long-term advisors with 
expertise in the following fields: tropical fruit and flower production, vegetable production, 
postharvest handling, computer utilization and information, marketing, and training. They were 
complemented by a staff of le'cal professionals. This structure enabled PROEXAG to provide 
technical assistance to all stages of the export produce fidustry. Additionally, the U.S. was 
identified as PROEXAG's primary target market with Europe and Japan considered as second 
and thid priority markets. 

Due to the initial success and impetus created by PROEXAG in developing the 
nontraditional agricultural export sector, a second project under the new name, EXITOS (in 
effect PROEXAG-II, and still commonly referred to as PROEXAG) was approvad for 
implementation. Drawing on the experience of the initial project the goals of EXIMS were 
refined to: 

.Make asignificant contribution to broad-based, sustainable economic growth in 
Central America by: (1) stimulating agricultural production and trade; (2)stegthening private sector organizations promoting trade and investment; and
(3) increasing investment in market information systems and technology
development and dissemination. "2 

As aregional project, PROEXAG has operated in concert with numerous organizations 
throughout Central America. Figure 2-1 illustrates that the project interacts with country-based 

Xlemonics International, USAID Project Paper, 1991. 
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expor federfion and export-oriented development foundations that hav, been designated as 
formal counWpart to PROEXAG. This structure enables PROEXAG to serve as the primary 
source of technical production and market information as well as to be a facilitator in 
establishing business contacts between producers in Central America and marketers in the U.S. 

Project Actvas 
PROEXAG was designed for implementation in five countries (Guatemala, Honduras, 

Costa Rica, El Salvador and Panama). Belize was added, only in the marketing information and 
institution developnmt areas, sometime after the fint year. After more than a year of effort, 
Panama was dropped from the project when the U.S. withdrew al foreign aid from Panama in 
December, 1987 in protest of General Noriega"s leadership. PROEXAG was not allowed to 
resume work in Panama until July, 1990. The project did not regain momentum in Panama until 
1993 because of various restrictions mandated by the U.S. Congress. 

There were similar difficulties in El Salvador due to the civil war. All routine travel to 
El Salvador was suspended in mid-November, 1989. PROEXAG was not reinstated in El 
Salvador until 1992. Nicaragua was added to PROEXAG in July, 1990 coincident to democratic 
elections in that country. The project was able to establish itself quickly, with the exportation 
of melons and other NTAE crops beginning just six months after the U.S. embargo was lifted. 
The Gulf War also restricted travel in Central America between January and April, 1991 during 
an important segment of the export season. 

During 1993, political unrest in Guatemala caused a brief interruption in PROEXAG's 
activities. The new Guatemalan government has the support of the U.S. and all foreign aid 
efforts hav, been re-esablished. The region now appears to be on a path toward democracy and 
peace, which should facilitate the continued successful execution of PROEXAG activities. 
Economic conditions also have cowiderable influence on the success of cxport promotion 
projects. The economic environment in which PROMXAG operated is summarized in Annex B. 

Support by the two projects has been provided directly to producers, and indirectly 
through the various country-based export federations. Project activities have varied, including 
agronomic research including and crop variety selection, training work.hops and seminars, 
market tours in the U.S. for potential Central American producers, and assistance in developing 
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tie regional trade fair, AGRrTRADE. Two U.S. produce industry organizations, the Produce 

Marketing Association (PMA) and United Fresh Fruit and Vegetable Associon (UFFVA), 

have been included as subactors in the EX[TOS project. These groups have facilitated the 

nesfr of information regarding U.S. produce markets and marbeting practices to Central 

American firms and organizations. 
PROEXAG's basic activities may be classified into eight major categories: 1) 

opportunity identification; 2) technical production asistance; 3) postharvest handling; 4) 

trsotation; 5) export markting; 6) market information; 7) credit assistance; and 8) 
instittional development. Table 2-2 summarizes the relative involvement of PROEXAG in six 

of these supp categories across countries as they relate to specific commodities. The project's 

contributions have been the greatest in Guatemala, Honduras and Nicaragua, and very limited 

in Belize (where the project scope is limited to marketing information and institutional 

development). Overall, the project has made numerous pivotal contributions regarding 

production, postharvest and marketing informtion and analysis issues. Although finance was 

not identified as a priority area, the team has provided some assistance to producers and 

puxesors regarding credit sources and financial management. 

While the vast majority of project activities have been proactive innature, the expertise 
of the staff has also served to divert growers from pursuing certain doubtful nontraditional crop 

enterprises. In this regard, PROEXAG helped avert potential losses for many growers. 
Discussions with project staff and project beneficiaries, both in Central America and the 

U.S., suggested that PROEXAG's primary function has been as a facilitator.3 The role was 

documented by McKean, who commented that PROEXAG linked growers "...directly with 

buyers and other commercial suppliers of services, and provided very high quality technical 
4support directly. u

3 Trw case studies chronicling the specific activities of PROEXAG and EXrIOS in 
developing export deals are presented in Annex C. 

4McKean, Cressida S. *Export and Investment Promotion: Findings and Managent 
Implications From a Recent AssessmenL" Draft discussion paper, USlAID, Center for 
Development Information and Evaluation. April 1992, p 8. 
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PROEXAG promoted and facilitated interaction between three major groups of economic 
agents critical to the development of a viable nontraditional agricultural export sector. The first 
major group of agents are direct participants including producers, packers and processors, 
eVortm and receivers. The second group of economic agents are the suppliers of ancillary 
goods and services such as intermediate materials and capital equipment, transportafion, 
brokerage and financial capital. The final group of agents includes government and regulatory 
agencies, research and educational institutions, export federations and international donors and 

foundations. 

The typical process by which PROEXAG has brought these groups together has generally 
been initiated through identification by project staf of nontraditional commodities that appear 
to have the potential to be grown and successfully exported. The potential of a given crop was 
generally determined on the basis of the interface between climatic conditions in Central America 

and existing market opportunities. 
Through an iterative process, the crop focus was narrowed to horticultural products 

including: cantaloupes, honeydew melons, seedless watermelons, raspberries, blackberries, fresh 
and processed mangoes, fresh and processed specialty vegetables, processed tropical exotic 
fruits, asparagus, frozen edomame (edible soybean), ginger, roses, heliconias and colored calla 
lilies. Crop priorities were revised between the initial project and its successor due to adequate 
export market development or changes in export opportunities. The new crops added during 
EXITOS included sweet onions, artichokes and tropical and exotic fruits. Some processing 
activities including juice/pulp/concentrate operations were also evaluated. 

Having identified a priority crop, the project staff then provided technical production and 
post-harvest assistance to ensure that quality and phytosanitary requirements of the markets 
would be achieved and maintained, and nurtured business relationships between producers and 
importing agents. This latter function is especially critical to the successful development of the 
nontraditional agricultural export sector. Business relationships between producers and buyers 
are based as much on trust and reputation concerning prod-ict quality and consistent delivery, 
as they are on legal contracts. There is often a hesitancy on the part of buyers to enter into 
agreements with producers who have no demonstrated reputation, especially when products are 
perishable and substantial distances separate producers and importers and the legal protections 
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and obligations among different countries are not always clear. 
In this regard, the prestige and reputation of the PROEXAG and EXITOS marketing 

specialists have often been sufficient to induce U.S. buyers to enter into export agreements with 
novice producers in Central America. Discussions with producers in Central America and 
receivers in the U.S. confirmed that the critical element in bringing many export arrangements 
('deals") to fruition was the involvement and sanctioning of PROEXAG marketing and technical 

staff. 

PROEXAG has also fostered successful export 'deals' by identifying and facilitating the 
establishment of transportation links. They have also provided assistance on agricultural 
chemical compliance issues and the establishment of phytosanitary protocols for gaining entrance 

to the U.S. market. 

External Evaluations of PROEXAG 
Several external evaluations ofCentral American development projects have validated the 

integrated approach utilized by PROEXAG. Midway through the initial project, Lack, Laurent, 
Espinoza, Christiansen and Calverte conducted an evaluation of USAID's portfolio of NTAE 
projects in Central and South America and the Caribbean. The authors concluded that long-term 
technical assistance to host country financial institutions had occurred at the expense of basic 
production and marketing development; however, they cited PROEXAG as an exception to this 
structural problem and recommended that USAID "...define and implement long-term technical 
assistance packages that focus on marketing in a comprehensive way, that is, from farm-to 
market. AID should review some of its own successes for guidance, including aspects of the 

ROCAP-PROEXAG project... .' 
Similarly, the major lesson learned from an evaluation of USAID's long-running 

Highlands Agricultural Development Project was that any production-oriented project should 

5lack, Stephen, Kenneth C. Laurent, Conchita Espinoza, Arden Christiansen and Donald
Calvert. Agucultural C Diversification/Export Promotion Cross-Cutting Evaluation. 
Experience Inc., March 6, 1989. 

qack, et al. p. 1-7. 
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have a Marketn component. 7 The evaluation team concluded that project planning should have 

been more market-oriented; the project should have idcntified market needs in order to determine 

what, when and how much should be planted. 

In 1991, USAID commissioned a field assessmeait which focused on ten promotional 
institutions (including PROEXAG) op-rating successfully in favorable policy environments in 
Latin America.' Four of the programs were in Central America. The authors concluded that 
every dollar invested in agricultural export promotion generate approximately $1.67 in 

srcultural exports. They cautioned, however, that the impact of promotional institutions is 
relatively small at the national level, unless the support program is very large. They also 

determined that information (particularly market information and contacts) was the single most 
important service that a promotional institution can provide. Thus, many of the lessons learned 
regarding NTAE projects have been implemented in PROEXAG. 

On the information side, PROEXAG worked directly with USDA's Fruit and Vegetable 
Market News Service to re-establish daily reports of perishable commodity prices in South 
Florida. Additionally, the development of the Commodity Price Database (CPD), which is a 
computerized database that allows users to generate custom price histories ba.-ed on any data 
contained in USDA, United Nations or other sources. These activities have made the 
PROEXAG/EXITOS projects the focal point ofexport market information in Central America. 

PROEXAG has been operating under adverse political and economic conditions in Central 
America. Nevertheless, the project has promoted NTAE by interacting with producers, export 

federations and technical specialists. Various other USAID-funded projects concerning NTAE 
have operated in Central America simultaneously with PROEXAG. However, PROEXAG has 
been unique because it provides assistance through all phases of the nontraditional export 
promotion process-from varietal selection, germplasm acquisition and production training 

7 JS/AID. "Highlands Agricultural Development Project, Project Evaluation." US/AID,
Bureau for Latin America and the Caribbean. Guatemala City, Guatemala. May, 1989. 

'Nathan Associates Inc. and Louis Berger International, Inc. Export and Investment 
Promotion: Sustainability and Effective Service Delivery. AID Evaluation Special Study Report 
No. 71. Washington, DC. July 1991. 
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though to postharvest handling, shipping and the final marketing deal between the exporter and 
the imrporter. It has acted as a learning catalyst, both for entrepreneurs seeking to learn how to 
grow and export a nontraditional crop, and for established firms seeking to change their 
inare a 

Byrnes, Kerry. "From Melon Patch to Market Place: How They Learned to Export a Non-Traditional Crop," presented at US/.AD sponsored LAC/CDIE Trade and Investment Workshop,
Alexandria, VA, November 13-14, 1989. 
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ECONOMIC IMPACTS OF
 
CENTRAL AMERICAN NONTRADITIONAL AGRICULTURAL EXPORTS
 

ON THE U.S. ECONOMY
 

Introduction
 
This section provides estimates of the economic value generated in the U.S. economy as 

a result of nontraditioi agricultural exports from Central America. In addition, some of the 
specific economic benefits emanating directly from PROEXAG are evaluated. However, prior 
to these analyses, a brief overview of the nontraditional agricultural export sector in Central 
America and its relationship with the U.S. market is provided in order to provide an historical 
basis for analysis. 

Trends in Central American Nontradlftonal Agricultural Exports 
Over the 1975 to 1991 period, the value of NTAE from Central America to the U.S. 

grew substantially.' As illustrated in Table 3-1, the U.S. customs value? of Central American 
NTAE increased from $9.4 milion in 1975 to over $177.7 million in 1991. With the exception 
ofnuts, exports of all major product categories exhibited significant and fairly consistent growth. 
Cut flower and ornamental exports to the U.S. increased from $4.1 million in 1975 to $23.7 
million in 1991. Over this same period, exports of vegetables and tubers increased in value 
from $1.7 million to more than $58.2 million while fruits and melons increased from about $2.6 
million to over $92.0 million. Nut exports, the smallest commodity category in terms of value, 
increased from $996.0 thousand in 1975 to just over $3.1 million in 1991. 

While the value of NTAE to the U.S. increased consistently over the 1975 to 1991 period 
for all commodity groups, there was a substantial shift in the mix of commodities exported. As 
shown in Table 3-2, cut flowers and ornamentals accounted for 43% 

'NTAE volumes to countries other than the U.S. were not included in this study due to the
relative unavailability of such dat. PROEXAG staff reported that major volumes have been 
exported to Europe and that PROEXAG had significant involvement with these transactions. 

2 Customs value is defined as the price paid or payable for merchandise when sold for 
exporLtion to the U.S. excluding U.S. import duties, freight, insurance and other charges
incurred in bringing the merclwanise into the U.S. 
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Tale 3-1. Oouom Value of Naembdigxml Cmmeitm from Cmrad Amica (O000) 

Year Cut Fl S Vegetable Now U Fzt_ d.- U T-_m1 
197S 4,057 43 1,674 18 996 11 2,635 28 9,362 
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10,864 35 9,318 30 2,511 a 8,069 27 30,762 

1981 

1982 

1983 

8,167 

7,678 

7,656 

27 

23 

21 

10,954 

IS,110 

13,899 

37 

45 

39 

1,533 

1,805 

2,228 

S 

5 

6 

9,226 

9,323 

12,162 

31 

27 

34 

29,880 

33,916 

35,945 
191 1,889 31 8,428 22 1,158 3 16,601 44 38,076 

1985 
11,428 22 20,050 39 1,544 3 18,735 36 51,7S7 

1986 

1987 

13,613 

16,746 

20 

18 

18,286 

26,827 

28 

29 

2,664 

3,009 

4 

3 

31,513 

46,120 

48 

so 

66,076 

92,702 
1988 19,128 19 24,988 25 3,278 3 52,429 53 99,823 
1989 21,328 16 38,442 28 4,987 4 70,813 52 135,570 

1990 
23,570 Is 47,594 30 5,598 4 80,588 51 157,350 

1991 
Sou--e: U.S. 
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Tabe 3-2 Toed Co Va" of Cad Amadem NTAB oo doe U.S. by Cony ($1000) 
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of export revenues in 1975, while fruits and melons, vegetables and tubers and nuts accounted 
for 28%, 18% and 11%, respectively. By 1991, the majority of NTAE revenues were obtained 
from ftuits and melons (52%), with vegetables and tubers at 33 %. The share of NTAE revenues 
associated with cut flowers and ornamentals, and nuts declined to 13% and 2%, respectively. 
Trends in the value of NTAE over the 1986 to 1991 period by country are presented in Table 
3-2. The three largest exporters of NTAE (in descending order) are Costa Rica, Guatemala and 
Honduras. Over the 1986-1991 period, the export revenue share of NTAE otiginating in these 
three countries lcreased from 86% to just over 93 %. Costa Rica increased its share of export 
revenues from 36% in 1986 to over 50% in 1991, primarily from the growth in its pineapple 
and melon exports. In contrast,. Guatemala and Honduras exhibited slight declines in their 
export revenue shares. In 1991, Guatemala accounted for just over 30% of export revenues 
from NTAE, while the share for Honduras was 13%. 

It should be noted that while Costa Rica, Guatemala and Honduras are likely to remain 
the largest exporting countries in the region, the potential to expand NTAE from El Salvador, 
licragua and Panama appears to be substantial. The well-documented political difficulties of 

these countries have had a negative impact on export activities. To the extent that these 
countries are becoming more stable both politically and economically, they could generate a 
considerable portion of future growth in NTAE from Central America. 

Given the infusion of USAID funding and the establishment of NTAE promotion projects 
throughout the region in the mid-1980's, it is instructive to examine the relative annual rates of 
growth in the value of NTAE prior to and after the mid-1980s. Table 3-3 presents 3-year 
moving average annual growth rates in customs values for three sub-periods: 1) 1978-1991; 2) 
1978-1985; and 3) 1986-1991. The average annual growth rates over the 1986-1991 period for 
all commodity groups exceed the 1978-1985 growth rates; consequently, they are the highest 
growth rates for the entire period of analysis. 

While no statistical inferences are attempted, it is interesting to note that the differences 
in the 3-year moving average annual rates of growth in the pre- and post-1985 periods, with the 
exception of cut flowers and ornamentals, are rather pronounced. This is especially true for nuts 
and fresh fruits and melons where the differences in average annual growth rates are 17.7% and 
13.3%, respectively. Since PROEXAG is integrated with the majority of USAID nontraditional 
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agricultural promotion projects, direct attribution of the growth to PROEXAG cannot be made 
without much more extensive analysis. Hmwever, these data suggest that positive results are 

ben ralixed. 

Table 3-3. Thm.Ymr Moving Averge Annual Growth Rates for Selected Sub-Perods 

Commodity 197845 1986-91 1978-91 

CUt Flower ad Onawutals 12.72 1IS.I 13.76 
Fresh Vegetable, Roots & Tubers 25.26 31.17 27.80 
Nus 7.28 24.95 14.85 
Fah Fuits and Melo. 19.74 32.99 25.42 

Table 3-4 presents the customs values from 1986 to 1991 for selected commodities that 
have been targeted for export promotion by the various USAID projects in the region. With the 
exception of asparagusO, the customs values of all commodities have increased considerably over 
this period. As already noted, melons (cantaloupe, honeydew and seedless watermelon) are the 
dominant export crop and have exhibited the greatest growth over the period of analysis. Cut 
flowers are second in importance, while exports of specialty vegetables are a distant third. The 
percent of total NTAE revenues attributable to this subset of commodities has increased from 
32% to 39%. While not conclusive, these data suggest that the product mix of NTAE is being 
somewhat realigned from its historical distribution to that being promoted by PROEXAG. 

Table 3-4. Cutoan Value for Selected NTAE fiom Catral America ($1000) 

Commodity 1986 1987 1988 1989 1990 1991 

Cut Flowers 5,297 6,798 8,072 11,482 12,584 13,954 
Aqwsp 3 8 0 4 32 14 
Mic. OnikM 214 242 174 329 228 466 
Specialties 2,062 4,195 4,047 4.438 3,762 4,907 
Meloas 13,523 20,634 20,372 30,693 33,942 50,608 
Total 21,099 31,877 32,665 46,946 50.548 69,949 

Sawte. us Departnat of mmeRe. "importit-rcdaumptim. Annual lMaers 

Insight regarding the lack of growth in asparagus exports is provided in the case study of 

Couture Farms (Annex C). 
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_ _ _ _ _ _ 

Structural Relationships Between the U.S. and Central America 

One of the prmary concerns regarding export promotion programs centers on the extent 
to which these programs lead to the relocation or displacement of domestic U.S. production 
activities. For many commodities, textiles being the most notorious example, such concerns 
may have some basis. However, as regards nontraditional agricultural commodities, there ae 
various dimensions to the potential impact of Central American NTAE projects on the U.S. 
horticultural products industry. The most obvious dimension relates to the possible displacement 
of domestic production by Central American producers. There are, however, other impacts 

related to the consumer demand and value-added activities throughout the marketing chain which 

must be considered. 

Displacement of Dometc Production 
There is little evidence of displacement or relocation of U.S. produce production caused 

by NTAE from Central America. The market dynamics fostering increased U.S. imports and 
the perishability of most nontraditional products suggest that climatic factors are the single most 

important determinant of competitive position for Central American NTAE. 

The importance of climate is evident in the historical evolution of the two largest seasonal 
suppliers to the U.S. market, Florida and Mexico. Mexico is by far the largest source of U.S. 
fresh vegetable and melon imports. However, the Mexican export industry developed largely 

because of the embargo of Cuba following the Communist revolution in the late 1950s. The 

Florida winter vegetable industry has similar origins. 

The most important competitive factor for both the Mexican and Florida industries is not 

Mexico's low cost labor, or Florida's superior technology, but rather their (sub-) tropical 

climates which enable production when other competing production areas are unable to produce. 

Indeed, the growth of the horticultural product industries in these two regions has led to year

round availability of many fresh products. Nevertheless, numerous market opportunities for 

nontraditional agricultural commodities remain. 

For most nontraditional agricultural commodities, Central America remains a relatively 

minor supplier to the U.S. market, generally accounting for less than one percent of total 

shipments. As such, it is difficult to document the seasonal interface of Central American 
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expots and U.S. domestic production with existing data. However, Central America does 
supply a sufficient quantity of cantaloupes to document the seasonal distribution of exports. As 
displayed in Figure 3-1, Central American exports of cantaloupes to the U.S. market occur 
primarily during the months of December through May. U.S. production is concentrated in the 
May through October period with peak production occurring in June. During the four months 
in which production occurs simultaneously in both Central America and the U.S. (November, 
December, April and May), the Central American market shares averaged 12%, 91 , 98% and 
4%, respectively. Thus, there is minimal overlap between U.S. production and imports from 

Central AmericL 
Additional evidence as to the complementarity of Central American NTAE and U.S. 

production is provided by a study conducted by Sparks Commodities'. Though not specific to 
Central America, this study analyzed a subset of nontrditional agricultural commodities 
originating from all CBERA beneficiary countries.' Data for 10 commodities over the 1978
1987 period were analyzed. Analysis of these data revealed that imports of five commodities 
(mangoes, cucumbers, cantaloupe, honeydews and pineapples) had grown rapidly. However, 
no evidence of significant displacement of U.S. production 'as found for any of these 
commodities. Most U.S. imports were directed toward market opportunities created by a paucity 
of U.S. production. For the remaining commodities examined (avocados, bell peppers, broccoli, 
cauliflower and limes), the imports represented an extremely small proportion of total U.S. 
consumption. In fact, their share in the total U.S. market declined although their volumes 

expanded over the period of analysis.. 
The counterseasonal imports have enabled U.S. consumers to have a wider choice of 

fresh produce year-round. The U.S. produce industry has experienced growth due to increases 
in per capita consumption levels, as well as volume gains generated by population growth. Per 

'During an extensive literature search, this was the only study located regarding the impact
of Central American produce imports on US producers. 

'Sparks Commodities, Inc. Impacts of Non-Traditional CBI Exports on US Producers. 
Mclan, VA. October 1989. 
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IrIgure 3-1 Neasona FDJistriuftionfo Central American and U.S. Cantaloupe Shipments
 

400 
Milion Pountds 

200 

100 

0 

& 

Average SNpmets, 1984-1991 

& 

L-u.s. -enbu Amedc 

3-8 

Et1W 



27%gain.' During the same period, fresh vegetable consumption increased 21%.7 Much of this 
growth would not have occurred without the added variety provided by imports. 

Historically, cold weather perishability limited U.S. consumers' fruit choices during the 
winter and spring to fresh apples, bananas and oranges and canned fruit. For many years, 
bananas were the only fruit imported in major quantities into the U.S. during the winter and 
spring. Since the mid-1980s, the variety of fruits being imported during the winter and spring 
from Chile, Mexico, Central America and other regions has been increasing. These imports did 
not displace demand for the sme items grown dome'ally. Instead, the imports extended the 
U.S. marketing seasons for these items. DurLng 1992, 7156 of the imports were shipped during 
the winter and spring (December fiauuh May) when there was no U.S. production of the same 
items. The leading NTAE fruit imorts were grapes, followed, respectively, by cantaloupes, 
mangos, mixed melons, and kiwis. 

The 9.8 pound gain between 1973 and 1992 in per capita consumption of NTAE fruit 
imports appears to have caused minor displacement in consumer demand for U.S.-grown fruits 
which are traditionally consumed during the winter and spring. Per capita consumption of these 
fruits-apples, oranges, grapefruit and canned fruit-decreased by 2 pounds (57.9 pounds in 1973 
to 55.9 pounds in 1992. The largest impact was on canned fruit sales, which are highest during 
the winter. Per capita consumption of canned fruit dropped from the high of 15.5 pounds in 
1980 to a twerty year low of 12.3 pounds in 1992. A recent University of California study 
attributed the decrease in U.S. canned fruit consumption to nutritional concerns, as well as the 
increased availability of fresh produce. Consumption of grapefruit may also have been adversely 
affected by imports; since peaking at 9.3 pounds per capita in 1976, consumption dropped to 5.9 

*USDA, ERS. Fruit and Nuts Yearbook, July 1993. 
7USDA, ERS. Vegetables & Specialtes Yearbook, July 1993. 

'University of California Agricultural Issues Center. Maintainingthe Competive Edge in 
Cakfornia's CannedFrItIndusty. Davis, California. September, 1992. 
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pounds in 1992.' 
Given the choice, U.S. consumers have opted to add variety to their winter and spring 

fruit baskets by substituting imported frits for the grapefruit and canned fruits which they 
traditionaly consumed. Without the increased variety, the 25.9 pound per capita increase 
between 1973 and 1992 in U.S. fresh fruit consumption would not have occurred. PROEXAG 
and other NTAE pro,-rams have enhanced U.S. consumers' well-being by providing broader 
produce choices, particularly in the winter and spring. 

The increased variety has also benefitted ethnic consumers without displacing domestic 
production. The data in Table 3-4 indicate increasing imports of specialty produce (such as 
cherimoya, white sapote, yucca, chayote, dasheens and plantains) which are grown in very 
limited quantities (ifat all) in the U.S. Many of these imports are targeted at the growing 
population of ethnic consumers, whose demand would otherwise go unmet. Some grocery 
chains now offer a large selection of such items in geographic areas with large Hispanic and 
Asian populations. These specialty produce imports are an example of a strategic change from 
the mass marketing of consumer products to micro-marketing in recognition of the growing 
diversity in the U.S. population. 

Inmact on the Wholesale- Retail and Food Service Sectors 
Additional qualitative evidence concerning the impacts of NTAE may be obtained by 

examining activities in the receiving/shipping, wholesale, retail and food service sectors. 
Interviews conducted with participants in these sectors suggested that increased NTAE from 
Central America (and elsewhere) yielded positive economic benefits for the U.S. produce 

industry. 
Receivers and shippers suggested that the increased seasonal availability of NTAE 

allowed increased capacity utilization and scale economies resulting in lower unit costs. The 
ability to source commodities on a more consistent year round basis has created efficiency gains 

'While useful to this discussion, it should be noted that PROEXAG has not worked with any
citrus other that Persian Lime, and has therefore not encouraged competition with the U.S. 
Citrus Industry. 
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through increased utilization of warehouse capacity and the ability to retain sales staff on a more 
consistent basis. Additionally, the increased size and frequency of the shipments have improved 

and lowered the cost of transportation services. 
There 	have also been numerous benefits realized by the retail grocery sector by the 

growth in NTAE. As previously mentioned, consumers have a broader choice of fresh produce 
available. The number of produce items carried year-round in 1988 averaged 173 items for the 
entire year as compared to an average of 239 items during the summer months. In 1992, the 
year-round commodity offerings increased 62% to an average of 280 and average summer 
offerings grew 30% to 310. This convergence demonstrates the degree to which NTAE enable 
retailers to overcome the limitations of product availability imposed by climatic conditions on 

U.S. 	producers. 

Prevor'0 has suggested that increased seasonal availability provided by NTAE generates 
additional benefits to domestic producers by protecting vital retail shelf space which would 
otherwise be given to other commodities during the off-season. Seasonal items often compete 
for valuable shelf space when available. With year-round availability of many produce items, 
competition 	for shelf space faced by domestic producers of seasonal items is reduced. 

The increase in seasonal availability and variety afforded by NTAE also creates benefits 
in terms of product promotion. One industry representatve commented that the traditional 
items-apples, oranges and bananas-have become somewhat 'boring" to consumers. Imports 
have served to stimulate promotion activity for produce items during the winter and spring. The 
more consistent promotion serves to raise consumer awareness and can foster "habit formation' 
that stimulates demand throughout the year. This effect is further enhanced by the price stability 

created by increased seasonal availability. 

Retail profits have also been positively impacted by the increased product availability 
provided by NTAE. Statistics regarding the U.S. grocery produce trade extracted from various 
issues of SupermarketBusiness reveal that the proportion of grocery sales volume derived from 
produce sales rose from 9.0%in 1986 to 10.7% in 1992. In 1986, grocery stores' produce sales 
otalled $25.078 billion. By 1992, they had increased by 46% to $36.603 billion. 

10Prevor, James. The Year-Round Riddle." ProduceBusiness, July 1991, p. 6. 
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Produce is one of the most profitable areas within the grocery business. Gross margins 
for produce averaged 39.1% in 1992, significantly higher than for all other grocery items which 
averaged of 28.3%. Increased seasonal availability has also served to enhance retail profits by 
enabling sale of higher valued product mixes during the off-season. 

Grocery produce executives indicated that the seasonal imports improved profitability 
indirectly by providing higher utilization rates of facilities. Retail chains have significant 
investments in their storage facilities at produce distribution centers and in-store cooling and 
p on areas. Additionally, a core produce staff must be maintained regardless of the 
volume being moved. The increased volume provided by NTAE allows the spreading of these 
fixed costs. 

In the food service industry, the major impact of NTAE appears to be related to menu 
offerings. Many food service establishments, seeking consistent menu offerings, will not use 
certain products unless assured a reliable and high quality supply for significant periods of time. 
NTAE, by extending the duration of product availability, enable food service providers to have 
a broader range of year-round menu offerings of fresh fruits and vegetables. This has created 
synergistic benefits for certain domestically grown commodities which had previously faced 
limited demand from the food service sector because of seasonal domestic availability. 

Estimated Economic Value of NTAE to the U.S. Economy 
There is a perception among the American public that increased trade with developing 

countries is a one-way street, with all economic benefits going to foreign competitors. Part of 
this perception appears to be based on the belief that wage differentials in labor markets between 
the U.S. and developing countries place domestic producers at a competitive disadvantage. 
However, part of this perception also seems to be manifested in the fact that the "losses' from 
increased trade tend to be relatively immediate, highly visible and concentrated in specific 
sectors (e.g. textiles), while the "gains' from increased trade tend to be slow to be realized, 
somewhat invisible and diffuse. Indeed, the public rhetoric over NAFMA was dominated by 
specific examples of where jobs would be lost to foreign competitors rather than where jobs 
would be gained through increased exports as well as increased domestic activity. 

While the gains from increased trade to all participant countries are generally accepted 
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as a Stylized fact in the academic and business communities, there are rarely attempts to 
document these gains for specific product sectors. It is the purpose of this section to describe 
and, to the extent possible, quantify the economic impacts on the Central American and U.S. 
economies commensurate with NTAE. 

There are two general areas of domestic economic activity related to the importation of 
notraditional agricultural commodities from Central America. The first is associated with the 
movement of product into the country and into the hands of the final consumer. This includes 
value-added activities involved in moving the product through wholesale (and often, retail) 
distribution channels, as well as related services such as transportation and merchandising. 

The second area ofeconomic activity is associated with the export of intermediate goods 
used to support the production of nontraditional agricultural commodities in Central America. 
While Central American countries enjoy the advantages of abundant low wage labor, as well as 
favorable geo-cimatic conditions, the support industry to sipply production inputs is limited. 
Hence the vast majority of intermediate inputs such as seed, agricultural chemicals, fertilizers 
and farm machinery must be imported. Since the U.S. is the major supplier of these goods, 
NTAE production creates export demand for these U.S. products with a commensurate increase 
in U.S. economic activity. 

Int/ulutAnalysis 
There are several methodologies that can be employed to estimate the impacts of Central 

American NTAE on the U.S. economy. The most sophisticated involve the construction of 
partial equilibrium econometric models or the use of computable general equilibrium (CGE) 
models. For nontraditional commodities, the construction of econometric models is severely 
constrained by the paucity of historical data. This is especially true of attempts to empirically 
model the Central American nontraditional agricultural sector. Inferences based on the types 
of models that could be constructed would be of questionable value. Indeed, the few attempts 
to investigate the implications of NAFTA on the U.S. horticultural products sector, where data 
availability is far superior to that available for the present analysis, yielded questionable results. 

CGE models have the attractive property of allowing the estimation of "welfare" changes 
to be estimated under various economic scenarios. However, the relatively minor position which 
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the horticultural product sector assumes in the overall U.S. economy, and the fact that such 
nontraditional commodities enter into COE models in highly aggregated limit theform, 
usefulness of such models. In particular, such models generally fail to capture the driving force 
behind U.S. demand for the NTAB-seasonality and therefore reduced or absent competition with 
the U.S. industry. For these reasons, an attempt to use USDA's COE model p'.nerated suspect 

results. 

An alternative methodology for estimating economic impacts is the use of input-output 
(110) multipliers. Though lacking the sophistication of econometric or CGE models, the use 
of 11O multipliers is widely accepted in the area of project planning and analysis. It is especially 
attractive in estimating economic impacts in data-poor environments such as that typifying the 
horticultural product sectors in Central America and the U.S. 

I/O analysis is based on technical production coefficients (requirements) which account 
for the distribution of inputs used and outputs produced by a given industry. There are four 
distinct i pat multipliers that may be used in estimating economic impacts with /O models. 
Direct requifrments multipliers provide an estimate of the direct good and service inputs 
required per dollar of output produced in a given industry. In essence, this multiplier provides 
an estimate of the dollar value of goods and services directly utilized by a given industry per 
dollar of output produced. Total requirements multipliers incorporate the secondary, tertiary 
and even more distant repercussions per dollar of output produced by a given industry. It is this 
multiplier that provides an estimate of the total economic activity generated throughout the 
economy, directly and indirectly per dollar of output produced for final demand. 

Earnings multipliers estimate the direct and indirect earnings to households per dollar 
of product delivered to final demand by a given industry. Whereas the total requirements 
multipliers include payments for capital goods, the earnings multipliers represents only wages 
paid. This includes earnings received by individuals directly employed by a given industry and 
those received by all direct and indirect suppliers of goods and services to this industry. 

Employment multipliers, as implied in the name, provide an estimate of the number of 
jobs generated per $1 million dollars of final output produced. As in the case of household 
earnings, the employment multiplier estimates direct employment by a given industry as well as 
employment indirectly generated by ancillary suppliers of goods and services. 
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The impact multipliers used in the present analysis were obtained from published tables 
associated with the Regional Input-Output Modelling system (RIMS II)". The data used in the 
RIMS Hmodel derive from two major data sources: 1)the Bureau of Economic Analysis 500 
industry national I/O table and 2) the Standard Industrial Classification county wage and salary 
datL 

In estimating the economic impacts, I/O multipliers must be used in conjqnction with ne 
increases in economic activity. The net increases related to the importation of nontraditionl 
agricultural commodities are captured by the net margins, or equivalently, the value added as 
products move from the producer to the final retail consumer. Economic activity occurs at each 
of the numerous stages through which nontraditional agricultural commodities must pass in 
moving from the farm to the final consumer. 

rof Impgrt Activities 

As shown in Figure 3-2, the primary activity occurring in the exporting country relates 
to the production, postharvest handling and movement of the product to the point of 
emarkation. Each arrow in the diagram represents a value-added margin generated by the 
associated economic activity. The net economic gains realized from these activities include local 
value-added by producers and packers and returns to local transporters. Beyond this point, the 
net economic gains do not generally accrue to the exporting country. 

Transportation of the product, which in the case ofi."-!AE from Central America involves 
air or maritime transport, generdly accrues to the country of ownership for the relevant carrier. 
Air transport is generally provided by U.S. domestic carriers. For maritime carriers, country 
of ownership is somewhat more difficult to determine as countries of registry and ownership 
often deviate. However, discussions with numerous individuals indicate that the majority of 
maritime carriers are U.S. based. 

Upon reaching the U.S., all remaining aspects ofproduct movement generate economic 
activity solely within the U.S. As shown in Figure 3-2, this includes a wide array of activities 

"U.S. Department of Commerce, Regional Multipliers: AUser Handbook for the Regiona 

Input-Output Modeling System. Bureau of Economic Analysis, May, 1992. 
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including brokerage and ancillary service involved in bringing the product into the US, 
SpanspoaI of the product from port of entry to the wholesale market (and often, retail) 

markd, and various other value-added activities such as repacking and merchandising through 
traditional retail stores and institutional and food service outlets. Each agent assumes some risk 
with regard to price changes, product misrepresentation, and product quality. Refrigeration 
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requirements during transport and storage vary by commodity. Sales and administrative staff 
and receiving/storage facilities are required to support the transactions. 

While it would be ideal to calculate economic impacts realized in the U.S. by imports 
of Central American produce using the value-added as products move through each of the stages 
depicted in Figure 3-2, existing data preclude such estimation. As such, these activities have 
been aggregated into two broad categories: 1) transportation of the product to the U.S. market; 
and 2) all activities involved in moving the product through customs to the retail consumer. 
Given this aggregation, both the charges, insurance and freight (CIF) - Customs Value (CV), 
and Retail - CIFP margins for Central American NTAE are required. Customs and CIF values 
for Central America NTAE were obtained for the 1990 to 1992 period from the Natonal Trade 
Date Bank CD-ROM.1 Retail price data for nontraditional agricultural products are limited. 
Estimates of the retail values of NTAE were constructed using unpublished USDA data on 
*shipping point prices as a percentage of retail price" for selected fresh horticultural products. 
These averages for 1990, 1991 and 1992 were 32.4%, 35.23% and 32.87% respectively. 

In order to assess the sensitivity of the economic impact analysis to the estimated CIF
retail margins, upper and lower bounds for the retail value of Central America NTAE were 
calculated. The upper bound was estimated to be two standard deviations above the average 
CIF-retail value margin for each year. The lower bound for retail value was similarly 
determined. As can be seen in Table 3-5, the range in retail values is large. 

Table 3-S. Customs, CIF and Estimated Retail Values for Centrl Ametican NTAE ($1000)
Estimated 

Yew Custom Value CF Value Retail Value Lower Bound Upper Bound 
1990 163,655 213,869 659,276 460,329 1,161,069 
1991 187,864 244,544 694,136 457,348 1,439,341 
1992 217,527 284,033 864,110 608,860 1,487,863 

1 In the present study the CF value is assumed to be equivalent to the U.S. shipping pointprice. Given the level of aggregation required for the economic impact analysis, and the absence 
of duties on NTAE, this assumption appears reasonable. 

U.S. Department of Commerce, Bureau of the Census, 1992. 
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For 1990, 1991 and 1992, the range between the upper and lower bounds on retail value were 
$700.7, $981.9 and $879.0 million, respectively. The average range in retail value over the 
three year was $853.9 million. 

Table 3-6 presents the CIF-CV and retail-CIF margins for the 1990 to 1991 period. Over 
this period, the CIF-CV margin averaged $57.8 million and the retail-CIF margin averaged 
$491.6 million per year. The wide range between the lower and upper bounds on the estimated 

Tab" 3-6 Etimued Cuaoms-C and Iaie-IF Magn. br Caiud Amricm NTAB ($1000) 
Yer CPF-CV Margin RftiICf Marg Low Bound Upprw 
1990 50,214 445,407 246,460 947,200 
1991 56,680 449,592 212,804 1,194,797 
1992 66,506 580,077 324,827 1,203,830 
Averag 57,800 491,692 261,364 1,115,276 

retail value are evident in the lower and upper bounds on the retail-CIF margin. The lower 
bound on this margin averaged $261.4 million over the 1990 to 1992 period, while the upper 
bound averaged almost $1.2 billion for the same period. 

The economic impacts associated with movement of the product to the U.S. were 
estimated using the RIMS Htransportation multipliers for Florida." The total requirements and 
earnings multipliers per dollar of output delivered to final demand associated with transportation 
were 1.9557 and 0.7125, respectively. The employment multiplier associated with this activity 
was 32.2 jobs per $1 million of output delivered to final demand. 

Economic impacts associated with all activities involved in moving the product from 
shipping point to retail were estimated using the wholesale trade multiplier." The total 
requirements and earnings multipliers associated with these activities were 1.8142 and 0.6728 
respectively. The employment multiplier was 28.4 jobs per $1 million of output delivered to 

"Use of the Florida multipliers is justified for two reasons. First, project documents and
discussion with numerous individuals suggested that the vast majority of Central American
NTAE enter the U.S. through Florida ports. Secondly, the vast majority of economic activity
in moving the product from shipping point to retail is initiated in Florida. 

15 Another valid set of multipliers for estimating the economic impacts associated with these
activities are the retail trade multipliers. The value of these uniformly exceed the wholesale 
trade multipliers. Use of the latter provides conservative estimates of the economic activity
occurring in the US. 
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final demand.
 

The estimated economic impacts on the U.S. economy resulting from Central America 
NTAE for the years 1990 through 1992 are presented in Table 3-7. The annual value of 
domestic output generated by economic activities associated with NTAE ranged from $906.3 
million in 1990 to almost $1.2 billion in 1992. Earnings to U.S. households ranged from about 
$335.5 million in 1990 to $437.7 million in 1992. Annual employment generated by economic 
activities associated with NTAE varied between 14,200 and 18,523 jobs. 

Table 3-7. Eutimated Economic Impacts of NTAE on the U.S. ,conomy 

Yar Calego Output Eamiqi Employm a 

. ,$1000 .. 

1990 T utaViou 98,204 35,777 1,617 
Wholesale Trade 808,057 299,670 12,584 

Total 906,261 335,447 14,200 

1991 Tnmpotation 110,849 40,385 1,825 

Who emale Trade 815,650 302,485 12,696 
Toa 926,499 342,870 14,522 

1992 Trnqmrtbon 130,066 47,386 2,141 

Wholeale Trade 1,052,376 390,276 16,381 

Total 1,182,441 437,661 18,523 

As noted above, both lower and upper bounds were placed on the estimated retail value 
ofPITAE. The estimated economic impacts associated with the lower bound on retail value are 
presented in Table 3-8. The total value of economic activity generated by the importation of 
nontraditional agricultural commodities ranged from about $496.9 million in 1991 to a high of 
$719.4 million in 1992. Annual earnings to households ranged from $183.6 million to almost 
$266 million. The annual number of jobs supported by the economic activity generated by 
NTAE ranged from a low of 7,857 in 1991 to a high of 11,367 in 1992. 
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Tabe 34. Lower Bound of Ea-tizied Economic Impact. of NTAE n the US Ecmnomy 

Yr Caegory 

1990 Tm 

Wholmale Trade 

Toal 

1991 TraRat 

Wholesale Trade 

Total 

1992 Trnsportation 

Wholesale Trade 

Total 

Otut 

-

98,204 

447,128 

545,332 

Earninp 

S1000 

35,777 

165,819 

201,596 

EMloyr,.aw 

1,617 

6,999 

8,616 

110,849 

386,069 

496,918 

40,385 

143,175 

183,559 

1,825 

6,032 

7,857 

130,066 

589,300 

719,366 

47,386 

218,543 

265,929 

2,141 

9,225 

11,367 

The upper bound of the estimated economic impacts in the U.S. associated with imported 
nontraditional agricultural commodities from Central America are presented in Table 3-9. The 
estimated annual value of economic activity generated under this scenario ranged from a low of 
$1.8 billion for 1990 to a high in excess of $2.3 billion. Annual household earnings varied 
between the 1990 level of $673.1 million to $857.3 million in 1992. The annual number ofjobs 
supported by NTAE ranged between 28,517 and 36,330 between 1990 and 1992. 

From these data, it can be seen that the annual value of domestic output, household 
earnings and employment varies greatly across scenarios. However, even under a conservative 
economic scenario as depicted in Table 3-8, the value of economic activity generated by Central 
American NTAE is substantial. Since this activity occurs without much dislocation of U.S. 
production, there are no associated economic losses to offset these gains. 
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Tale 3-9 Upper Bound of Estimated Total Economic Impacts of NTAE on te US Economy 

Yar Cates y Output Eandng Employmat 

1990 Transportation 98,204 35,777 1,617
 

Wholesale Trade 1,718,411 637,276 26,900
 

Total 1,816,615 673,054 28,517
 

1991 TrnspoRation 110,849 40,385 1,825
 

Wholesale Trade 2,167,600 3,740 33,932
 

Total 2,278,449 844,124 35,757
 

1992 TnMsportation 130,066 47,386 2,141 

Wholesale Trade 2,183,988 809,937 34,189 

Total 2,314,054 857,322 36,330 

Economic Value of Exort Activity 

As previously stated, the production of nontraditional agricultural commodities in Central 
America requires production inputs which are exported from the U.S. and other countries. The 
increase in NTAE from Central America to the U.S. has been accompanied by a concomitant 
rise in U.S. exports to Central America. The export activity associated with NTAE crop 
production NTAE crop production activities were reviewed with PROEXAG production 

specialists, Central American producers, and U.S. irput suppliers. They identified seed, 
chemicals, fertilizer, machinery and corrugated paper cartons as the inputs for NTAE production 
which are most commonly imported from the U.S. The U.S. receivers also indicated they had 
arranged to provide certain agricultural inputs to growers with whom they were contracting. 

The free alongside values (FAS) for selected agricultural inpuits exported from the U.S. 
to Central America for NTAE crop production are displayed in -Table3-10. Over the 1988 to 
992 period, the FAS value rose from $88 million to $192 million, a 118% gain. Increases for 
the individual items ranged from a low of 70% for seed to a high of 280% for cartons. As the 
exports have risen, the U.S. suppliers have contracted distributors within Central America to 

facilitate sales. Growth in these exports is expected to be proportionate to future increases in 
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NTAE volumes. The growth in opportunities specifically for U.S. seed firms in Central 
America is chronicled in Annex D. 

The export values displayed in Table 3-10 somewhat overstate the impact of Central 
American NTAE on the demand for U.S. agricultural inputs since some of these inputs are not 
used solely for NTAE crop production." However, these U.S. exports have tracked fairly 
closely since 1989 with the customs value of NTAE exported from Central America to the U.S. 
Furthermore, there are other inputs required for NTAE production which are exported from the 
U.S., but not included in the above categories. For example, the top 40 items exported from 
the US to Central America between 1988 and 1992 included $63.8 million in 1992 for "heating 
and cooling equipment, and parts thereof". coversThis category clearly the refrigeration 
equipment required for cooling cantaloupes, snowpeas, and other NTAE. However, the category 
also includes items totally unrelated to agricultural production, such as air conditioners and home 
heating units. Thus, it is difficult to estimate the true volume of NTAE production inputs 
exported from the U.S. to Central America. 

The export volumes displayed in Table 3-10 represent only the direct impact on the US 
economy of the export demand generated by NTAE crop production in Central America. The 
total (direct and indirect) economic impacts associated with the export of NTAE production 
inputs from the U.S. were estimated using the U.S. Department of Commerce, Bureau of 
Economic Analysis' (BEA) total output multipliers for the total U.S. The multipliers which are 
displayed in Table 3-11 ranged from 1.59 to 2.87. These multipliers are to be applied to 
finished goods valued at producers' prices. It should be noted that the FAS values for the 
exports slightly overstate the finished goods value of the exports as they also include the port 
delivery costs. 

Applying these multipliers, the total economic activity generated in the U.S. from 
selected inputs exported for NTAE production in Central America is estimated to have increased 
from $208 million in 1988 to $469 million in 1992. Thus, every dollar of input exported 
generates approximately $2.40 of economic activity in the U.S. As can be seen, the total value 

"The American Embassy in Guatemala indicated that a "small amount" of corrugated
cardboard cartons are used for exporting textile garments. About 30% of the corrugated boxes 
used to export from Guatemala are manufactured locally. 
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Table 3-10. U.S. Exports of Agricultural Inputs to Central America 

Free Alongside Value ($1000) 
Input 1988 1989 1990 1991 1992 
Ag. Chemicals $41,220 $50,505 $60,896 $60,829 $73,217 
Fertilizer $20,043 $55,490 $55,941 $63,459 $64,416 
Farm Machinery $18,992 $19,867 $22,183 $27,346 $34,809 
Seed $4,861 $5,626 $5,445 $6,672 $8,244 
Corrugated Paper Cartons $2,904 $3,966 $4,422 $6,457 $11,064 

Total $88,020 $135,454 $148,887 $164,763 $191,750 

of economic activity in the U.S. associated with exports of agricultural intermediate goods to 
Central America since the inception of PROEXAG far exceeds the $15.0 million cost to 
taxpayers for the PROEXAG program, or even the $335.9 million spent on USAID programs 
since the mid-1980s to promote NTAE from Central America. 

In its analysis of exports, the U.S. Department of Commerce estimated that, cn average, 
19,100jobs were supported by each billion dollars of U.S. exports in 1990; alternatively, each 
$52,230 in U.S. merchandise exports supported, on avezage, 7one job in the U.S." Thus, the 
$469 million of agricultural input exports to Central America in 1992 generated 9,000 jobs in 
the U.S. 

Direct Impcts of PROEXAG 

he preceding discussion of NTAE volumes pertained to all of Central America. Due 
to the highly interactive nature of PROEXAG, direct attribution of 'deals' is difficult. 
Nevertheless, project staff have maintained records sufficient to document specific project 

impacts. 

"7US Department of Commerce. U.S. Jobs Supported by Merchandise Exports. Economics 

and Statistics Administration. OMA Research Series 1-92. April 1992. 
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Table 3-11. EBmomic Activity in the U.S Ommated by Selected Ag icultual mput lo Cbe Amwics 

INPUT 

Ag Chemicals 

Fertilizer 

Farm Machinery 

Seed 

Corrugated Paper Cartons 

Total Value 

Total Economic Value ($1000) 

Multiplier 
1988 1989 1990 1991 1992 

2.2174 $91,401 $111,990 $135,031 $134,882 $162,351 

2.87109 $57,545 $1S9,317 $160,612 $182,197 $184,944 

2.28653 $43,426 $45,426 $50,722 $62,527 $79,592 

1.58712 $7,715 $8,929 $8,642 $10,58 $13,084 

2.59304 $7,530 $10,284 $11,466 $16,743 $28,689 

$207,617 $335,946 $366,473 $406,939 $468,661 

3-25
 



Based on internal project documents, PROEXAG's marketing staff developed the export 
deals data displayed in Table 3-12. The project staff claim to have played a pivotal role in 
export deals between 1987 and 1994 totalling about $129 million (CIF). It is estimated that 95% 
of the deals were to the U.S. with 80% entering through South Florida ports. In 1987, 
PROEXAG staff claimed primary involvement in export deals totalling $250,000; the 
commodities were vegetables and fruits (primarily cantaloupes). By 1991, the value of export 
deals executed with significant PROEXAG involvement increased to $17.6 million. Although 
most of deals in terms of value were still for melons, tha value of export deals for snowpeas, 
cut flowers and specialty vegetables all exceeded $1.0 million. 

It should be noted that only those deals for which conclusive evidence of a critical role 
played by PROEXAG were included in these estimates. The value of exports to non-U.S. 
markets, intra-Central American shipments and local consumption emanating from project 
activities, all of which were substantial, were not included. Thus, the estimate of $129 million 

is very conservative. 

In 1992, the value of export deals generated declined to $14.8 million. However, much 
of this decline was related to a reduction in staff involvement with melon exports. This pattern 
is a clear reflection of the substantial early involvement of PROEXAG in nurturing expanded 
exports of melons from Central America, and the maturation of the deal to the point where 
services provided by the project were no longer critical. In 1993, the deals soared to $33.6 
million. The deals are expected to continue increasing to $36.1 million in 1994. 

The value of the deals attributed to PROEXAG during 1987 through 1991 total $44.5 
million and represent 6.7% of the value of NTAE imported to the U.S. This translates to $5.44 
in sales for every dollar in USAID expenditures for PROEXAG. Without even estimating the 
indirect economic activity in Central America and. the resulting activities in the U.S., the project 
appears to have a respectable benefit/cost ratio. It clearly exceeds the findings of a 1991 USAID 
study which indicated that every dollar invested in agricultural export promotion generates 

approximately $1.67 in agricultural exports." 

"Nathan Associates Inc., et al. 
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Table 3-12. CF Value of PROEXAG Deals in Central America 

Vegetables Fruits Flowers TOTAL 
Year 

1987 $100,000 $150,000 $0 $250,000 
1988 $319,000 $1,900,000 $0 $2,219,000 
1989 $1,956,000 $4,783,800 $150,000 $6,889,800 
1990 $4,009,000 $11,685,000 $1,847,427 $17,541,427 

1991 $2,049,800 $14,692,242 $887,642 $17,629 604 
1992 $3,117,963 $10,908,898 $779,536 $14,806,397 
1993 $4,475,973 $28,379,141 $714,500 $33,569,614 
1994 $16,389,250 $19,031,000 $714,500 $36,134,750 

Total $32,416,986 $91,530,081 $5,093,605 $129,040,672 

Ptiect Expeditures 

In addition to the economic activity occurring in Central America and the U.S. from 
NTAE production in Central America, there are direct effects on the US economy from the flow 
of PROEXAG expenditures back to the U.S. As previously noted, the budgeted allocation for 
the two PROEXAG projects totals $15.0 million over a 9 year period. It is estimated that 
$9.4 million (63%) of these funds will actually be spent in the US. The estimated distribution 

of these funds is discussed below. 

PROEXAG is administered by Chemonics International which is headquartered in 
Washington, DC. Allocations of the project funds were estimated by the authors with input 
from PROEXAG managers; these estimates are displayed in Table 3-13. Charges for overhead, 
general and administrative expenses, fixed fees and headquarters salaries are distributed in the 
U.S. A portion of the salaries and post differentials (reported as allowances) and all of the 
benefits for the long-term project staff based in the Central America flow back to the U.S. in 
the form of savings, taxes and payments to various insurance companies. The project has 
employed numerous short-term consultants; virtually all of these individuals reside in the US and 
presumably apend, save and pay taxes on their consulting income in the U.S. 
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T"gs 3.13. FROEXAG and EXITOS Lpendkim 

PROEXAG-I EXTos Eaimalaed EPdksed Etiamuid 

Revised Bdt %speat S Speat S To Be Spat 

buhido bm Budget 86-91 91-95 in US(%) In US 86-91 I US 9-95 

Seab., LT 580,512 S986,628 0.35 $281,929 $345,320 

Sduim, ST $397.034 $217,971 0.95 S377,12 5207,072 

Sariss, Home 5167,329 129,650 1.00 $167,829 S129.650 

lakdui, Loo LT pat $94,410 $68,369 0.00 so so 
Sabri,. Local ST so s0 0.00 s0 so 

3abrim, Local $154,747 S164,832 0.00 s0 s0 

SALARY TOTAL: $1,619,532 31,567,450 826,941 S6 ,042 

Fdop Saw&@, LT S179,028 S217,422 1.00 $179,028 5217,422 

FPis Benefit, ST $89,418 $48,019 0.95 S84,947 S45,618 

Prkip Bafits, Home $37,725 S28,562 1.00 S37,725 528,562 

F*IPgcBats,. ST so $0 0.95 so so 

Fdak Bafits, Load $31.458 $63,119 0.00 so s0 

FRINGE DEN TOTAL: S337,629 $357,122 $301,700 S291,602 

Ovuatcid, LT $584,846 $754.656 1.00 S584.846 $7$4,656 

Overbad, ST $291,742 S166.722 1.00 $291,742 $166,722 
Ombead Homo $145,307 $116.491 1.00 $145.M07 $116,491 

Ovaumd, LT $57,248 542,87 1.00 $57,248 $42,897 

OvaWad, ocalw ST so so 1.00 $0 so 

OVERHEAD TOTAL: $1,079,143 $1,080,766 $1,079,143 51,080,766 
Trvd + Tam 554,429 $359,395 0.40 521,772 $143,758 

ADlomc:m $944,q66 $824,618 0.30 $283,370 $247,385 

Other Direct Costs $753,318 $633.292 0.40 $301,327 $253,317 

Equiompat $381,017 $97,120 0.80 5304,814 577,696 

Tnkhmg 5344,262 $105,000 0.50 S172,131 S52,500 

Suboratub 51,591,054 51,180,201 0.68 31,084,636 5804,554 

MISC TOTAL $7,604,950 $6,204,964 $4,575,833 S3,633,620 

Gmemd + Admin 5263,290 $215,219 1.00 S265,462 $215,219 

Fizad ee $318.014 $409,813 1.00 $316,904 $409,813 

TOTAL: $8,186,254 $6,829.996 5,158,199 S4,258,652 

TOTAL PROJECT FUNDING $15,016,20 

S OP TOTAL PROJECT EXPENDITURES ESTIMATED TO BE SPENT IN US 63%
TOTAL FUNDS ESTIMATED TO BE SPENT IN US 9.416,151 
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Use of U.S. carriers is required for travel to the U.S.; the long-term staff travel to the 
U.S. on home leave with their families, and as well for various project-related activities. 
Expenditures in the U.S. under *other direct cost include costs for physicals and shots for 
gaff, insurance for medical emergencies and part of the expenses for courier services and data 
acquisition. Equipment expenditures the include allin U.S. costs for project vehicles, 
computers, technical publications, planting materials and household appliances for long-term staff 
based in Central America. Tining expenses include the costs for courses, seminars and 
observation travel in the U.S. There have been six subcontractors for the two projects; the 
estimated U.S. expenditure rate for these firms averaged 68%. 

Since PROEXAG is administered by a U.S.-based firm which utilizes U.S. expatriates 
for long-term staff and U.S. based short-term staff, it is estimated that over 60% of the project 
funds will flow back to the U.S. Thus, when calculating the economic activity generated in the 
U.S. from foreign assistance programs such as PROEXAG, such flows of project expenditures 
should be combined with the economic activity associated with the production inputs and services 
provided, by U.S. firms to support Central American NTAE. 

Several sources of economic activity created in the U.S. by NTAE from Central America
 
were reviewed in this section. There were unmeasured benefits to U.S. consumers from having
 
greater variety year-round in their produce baskets. 
 The U.S. produce industry and retailers 
have achieved certain economies from the increased import volumes. The imports from Central 
America (along with those from other regions) may have displaced some demand for U.S.-grown 
fruit, namely canned fruits and grapefruit. In the food service sector, the extended seasonal 
availability expanded the demand for domestically grown specialties. 

Central American NTAE to the U.S. also generated significant economic activity in the 
U.S. by creating demand for transportation, handling, storage and marketing services. NTAE 
production in Central America has also increased demand for U.S. exports of production inputs. 
Based on input-output analysis, it was estimated t exports of selected inputs to Central 
America generated $469 million of economic activity in the U.S. during 1992. Furthermore, 
the U.S. economy benefitted from the flow of approximately $9.6 million of PROEXAG 
expenditures back to the U.S. Although most of these economic impacts cannot be attributed 
solely to PROEXAG, the project's contribution to the U.S. economy appears to significantly 
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msrpas its $15.1 million cost.
 

3-30
 



IMPACTS OF NONTRADITIONAL AGRICULTURAL EXPORTS 

ON CENTRAL AMERICA 

Introduction 
Development projects generally have both economic and social impacts. Although 

PROEXAG has not had targeted social objectives, its activities in promoting diversification into 
nonraditional agriculture has created social impacts in the region. As with the evaluation of its 
economic effects in the U.S., PROEXAG's integrated structure precludes the identification of 
its specific economic and social effects in Central America. The following discussion of the 
economic and social effects in Central America attributable to the promotion of NTAE is based 
on a literature review. Budgetary constraints precluded substantive field work or collection of 
unpublished data fiom government agencies in Central America. 

Economic Impacts 
As previously stated, the primary economic goals of NTAE promotion are to foster 

economic growth and generate foreign exchange earnings. In development studies, economic 
growth is often measured in terms of income effects and employment generation. Although 
there are several economic development projects funded by USAID-funded in Central America, 
no official data series have been developed to monitor their economic impacts. The frequent 
turnover in Central American governments has clearly beer. detrimental to such data gathering 
efforts. 

Since the NTAE promotion strategy was not implemented until the mid-1980s, it may be 
too soon to do a fair assessment of the impacts of PROEXAG and other NTAE programs. Lack 
et al., noted that such efforts in Chile and Mexico have required 30 years to achieve profitable, 
sustainable agricultural exports. Numerous individuals interviewed by Lack et al. "...stated that 
a sound time frame for these types of development projects would be close to ten years, not 
less.al 

'Lack, et al., p. 1-2. 
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An extensive literature search produced a small collection of studies assessing the 
economic impacts of NTAE on individual countries, primarily Guatemala and Honduras. Most 
of the studies examine the micro-level effects on producers, and provide mixed findings. The 
macro level studies are reviewed first below. 

Mac'econmic Studiet 

Several economists have hypothesized about the potential macroeconomic economic 
effects of NTAE projects in Central America. Paus stated that the region's economic prospects
will depend to significant extent on the development and growth of the nontraditional export 
sector. Furthermore, she asserted that 

... nontraditional export growth can make an important
contribution to sectoral integration and structural economic change.
When nontraditional export activities are concentrated in newagricultural and fishery products, they will generate positive
income and employment effects, but they will have only limited
impact on structural transformation...If nontraditional exportsinvolve processed agricultural commodities and labor-intensive
manufactured goods, they will stimulate economic change, directly
and indirectly, through the creation of backward and forward
 

lnaes. 81
 

Tucker identified three ways in which NTAE promotion in Central America can reduce
 
rural poverty? Most significantly, NTAE crops can be grown in small plots located where the
 
poor live-the highlands and transitional watershed areas. 
 Second, NTAE production provides
 
employment during the harvest for the landless poor. The harvesting requires manual dexterity,
 
thereby increasing 
 the demand for female labor. Local growers note the importance of 
distinguishing coloration differences also favors female labor. Third, the NTAE crops mature 
relatively quickly; consequently, the farmers' investments can be recovered relatively quickly 

'Paus, p. 3.
 

'Tucker, Stuart K. 'Equity 
 and the Environment in the Promotion of NontraditionalAgricultural Exports. in Poverty, Natural Resources, and Public Policy in Central America.109-141. Sheldon Annis editor. Overseas Development Council, Washington, DC. 1992. 
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and production experiments are only a short-term gamble. 
However, Tucker also cited various obstacles ofthe production of NTAE crops in Central 

America. The most significant problems are transportation, credit', and pesticide residue 
regulations in foreign markets. He stated that -... Rich producers can afford to find ways past 
such bottlenecks, but for the poor the problems may be insurmountable." Consequently, Tucker 
a that the ability of NTAE promotion efforts to alleviate rural poverty will be critically 
dependent of US and regional public policy. 

An extensive search of the literature revealed only two studies assessed the macro-level 
economic impacts of NTAE. One study pertains to Guatemala and the other to Honduras. The 
Guatemalan study was conducted to develop baseline indicators of the impact of USAID 
assistance to Guatemala's nontraditional export federation, Gremial de Exportadores No 
Thadicionales de Guatemala (GREMIAL).5 The GREMIAL represents exporters of 
manufactured goods and handicrafts, as well as nontraditional agricultural crop exporters. 
PROEXAG has worked closely with the GREMIAL in providing both production and marketing 
assistance to GREMIAL members regarding their NTAE crops. 

The study (hereafter referred to as the GREMIAL study) measures the economic benefit 
of NTAE to Guatemala by assessing the local value-added generated by nontraditional exports. 
There were twelve agricultural product groups included in the study; they were: snowpeas (fresh 
and processed), broccoli (fresh and processed), melons (fresh and processed), sesame seed (fresh 
and processed), carnations, roses, izote and tillandsias. The last two items are ornamental 
plants. Processed relates only to chilling, refrigeration, packaging and local transport
 
activities; in the case of broccoli, it also includes freezing.
 

Results of the study indicated that the agribusiness products generated greater benefit 
(with respect to ownership, local value-added and profitability) than did manufacturing. In each 

'In some cases, peasant farmers overcome this barrier by contracting their production withexporters who offer "credit" (and some risk sharing) by supplying inputs such as seed, fertilizerand pesticides. These costs are then deducted from the farmers' crop payment. 

'I.E. Austin Associates, The Services Group, Coopers & Lybrand and Tulischth Diaz yAsociados. Study of the Value Added for Selected Product Groups in the Guatemalan Non-
Traditional Export Sector. Coopers & Lybrand. August 1993. 
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of the twelve agribusiness product groups, at least 80% of the firms were primarily owned by 
Guatemalans. Data regarding lcc=1 value-added and profitability are displayed in Table 4-1. 
The local content of the commodities was quite high; it ranged from a low of 17% for izote to 
a high of 70% for processed snowpeas. Labor is the principal locally provided input; it 
averaged 34% of the value of the products produced by the agricultural sector, and 27% of those 
produced by the manufacturing sector. Gross profits in agriculture ranged from a low of 16% 
(for sesame seed production) to a high of 50% for tillandsias, and averaged 31%. Gross profits 
for the manufacturing sector ranged from a low of 12% to a high of 23%. 

Exports to die U.S. during 1992 totalled $22.2 milliaot for the ten nontraditional 
agricultural products for which customs export values were available. It is estimated that these 
exports generated $7.6 million in gross income to Guatemalan laborers and a total of $12.6 
million in gross income to the Guatemalan economy. These data indicate that NTAE are 
making a significant contribution of the growth of Guatemala's economy. The inclusion of other 
commodities and exports to other countries would significantly raise these estimates of the 
benefits to the Guatemalan economy of nontraditional agricultural exports. 

Schreiner and Garcia conducted a study of the impact of structuri adjustment programs 
in Honduras between 1989 and 1991. Durig this period, the value of Honduras' NTAE to the 
US increased from $19.6 million to $23.0 million. Their work included assembling a 
nral/turban social accounting matrix that permits analysis of the interdependencies of the 
agricultural economy. Although they were attempting to measure the effects of two major 
structural adjustments (large devaluations of the lempira and the elimination of controlled 
prces), their results could also reflect the effects of growth in NTAE. 

Schreiner and Garcia's multiplier analysis allows comparison of the economic activity 
generated from one hectare of production of three NTAE crops-pineapples, melons and 
watermelons-with that from one hectare of corn production, as displayed in Table 4-2. The 
NTAE crops create substantially more economic activity than does the traditional corn crop; of 

6Schreiner, Dean F. and Magdalena Garcia. Selected Results of Structural AdjustmentPrograms in Honduras. Draft report. Department of Agricultural Economics, Oklahoma State 
University. Stillwater, OK. August, 1992. 
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Tab 4.1. Nanamtriaa Agicullu Fiatrom 0umada, 1992. 

EXPORT GROSS LOCAL VALUE 19 ESTIMATED 1992 USPRODUCT GROUP MARGN ADDED S LOCAL VALUED ADDED CUSTOMS VALUE snow pea, fres 29% 58% $3,183,980 $5,489,621snow Pa, proceamed 20% 70% $147,568 $210,811broccoli, fro& 25% 48% $8878 $10,495 
broccoli, processed 19% 69% $6,195,443 $8,978,903 
cantaloupe, frah 41% 40% $42,246 $105,616 
ho ed, frt 25%samem seed, frea 58% NA16% NA67% $731,182 $1,091,316cesarn eed,proceed NA NA NA $78,545camatio. 34% 37% $131,806 $356,232'cm 
 47% 34% $1,654,339 $4,865,702izoe 
 37% 17% NA NAtillands SOS 49% $512,928 $1,046,791 

TOTAL VALUE FOR LISTED PRODUCTS 
$12,608,369 $22,242,032 

SOURCE: Coopers & Lybrad, at aL. Study Of Tbe Value Added For Selected Product Groups 
InThe Gusenatma Nonadionad Expor sector. Augus, 1993. 
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Table 4-2. Economic Effects Per Hectare Production of Selected Crops, Honduras 

Programs in Honduras. Draft report. 

PINE- WATER-

GROSS REVENUEARECTARE 
CORN 

1068 
APPLE 

1209 
MELONS 

10646 
MELON 

3680 
GDP EFFECT 3011 3770 33147 11479 

AGRICULTURE 1017 1270 11181 3867 
NON-AGRICULTURE 1994 2499 21965 7612 

EMPLOYMENT (PERSON YRS) 0.54 0.69 6.01 2.09 
AGRICULTURE 
NON-AGRICULTURE 

0.30 
0.24 

0.39 
0.30 

3.42 
2.59 

1.19 
0.90 

*monetary value based on 1991 prices in lempiras. 

Source: Schreiner Dean F. and Magdalena Garcia. Selected Results of Structural Adjustment 
Department of Agricultural Economics, Oklahoma 

State University. Stillwater, OK. August, 1992. 

the three NTAE crops, melons generate the most economic activity. The total employment 
generated from corn production (.54 person years/year/hectare) is substantially lower than 6.01 
factor for melons. These employment generation factors support the frequently cited claim that 
NTAE crop production is labor-intensive. 

Microeconomin Studies 

The most extensive study of the microeconomic impacts of NTAE was conducted in 
&7Guatemala. It is frequently referred to as the Cuatro Pinos study because it involved farmers 

in the Central Highlands where the Cuatro Pinos Cooperative provides production and marketing 
services to NTAE producers. Ile authors caution that it is not valid to generalize their findings 
and conclusions to the overall farming population in Central America, or even in Guatemala. 

'International Food Policy Research Institute, Institute of Nutrition of Central America and
Panama, "Union de Cuatro Pinos" Cooperative, and nleana Pinto and Co-Workers.
Nontraditional Export Crops Among Smallholder Farmers and Production, Income, Nutrition,
and Quality of Life Effects.* draft report. September 1992. 
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The CuAtro Pinos study involved surveying farmers in 1985 and again in 1991. The 
authors concluded that peasant farmers in the Guatemalan Central Highlands gained few 
economic benefits from NTAE expansion. Real farm prices for snowpeas remained relatively 
stable between 1985 and 1991, while real prices for other NTAE crops all showed a declining 
trend. This resulted in a decline in real per capita incomes between 1985 and 1991. During this 
period farmers tended to shift towards traditional vegetable production and away from NTAE 
crops; this shift was interpreted as a strategy to reduce income volatility, and production and 
marikt risks. The 1991 data indicated increased use of hr'--hold labor over hired labor, this 
reallocation of household resources was attributed to decreased household incomes combined 
with rising rural wages. 

Similarly, Rosset claimed that the impact of NTAE production on the rural poor in 
Central American may not be favorable because it can introduce significant economies of scale 
with regard to various production inputs.S In particular, NTAE production has raised land 
values, making it too costly for tenant farmers to continue growing traditional crops such as 
beans and corn. He cited survey data from melon farmers in Guatemala, El Salvador, Honduras 
and Costa Rica indicating that farmers' interest rates decrease as their farm acreage increase. 
Using anecdotal evidence, he asserted that smaller farmers have less bargaining power and 
greater vulnerability to exploitation by intermediaries when marketing their crops. Rosset 
concluded that NTAE promotion programs have hurt peasant farmers in Central America by 
causing traditional crop production for domestic consumption to become an inviable alternative, 
while NTAE production involves unacceptable levels of risk. 

Alberti analyzed the impact of NTAE production on women through its effect on
 
employment, income and quality of life.' 
 The countries included in the study were Guatemala, 
Honduras and Costa Rica. Her research confirmed previous anecdotal evidence that NTAE 

flosset, Peter M. "Non-Traditional Export Agriculture in Central America: Impact onPeasant Farmers. Working Paper #20, University of California, Santa Cruz, December, 1991. 

'Alberti, Amalia M. "Impact of Participation in Non-Traditional Agricultural ExportProduction On the Employment, Income, and Quality of Life of Women in Guatemala,
Honduras, and Costa Rica.' Chemonics International Consulting Division, Washington, DC. 
April 1991. 
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production employs a disproportionately large number of female workers; women are better
suited to provide the careful handling and close attention needed by some NTAE crops. Women 
comprise more than half of the labor force associated with the post-harvest handling of NTAE. 
Female labor is also preferred for greenhouse cultivation. NTAE has also created many 
permanent employment opportunities (for men as well as women). In traditional export crop 
production, all positions are seasonal (except for bananas). 

The only negative aspect of NTAE production employment noted by Alberti was that 
opportunities for women to advance to supervisorial levels are almost nonexistent; however, 
Magill, Bolton, Dillon and Alberti' ° attributed this tu the fact that women are in the labor force 
a relatively short time because of the custom for married women to take care of the home. 

Local infrastructures in Central America have also benefitted from NTAE expansion. 
In the Cuatro Pinos study, it was noted that road and street maintenance has improved with the 
expansion of NTAE production. However, there has been no improvement in water quality or 
quantity. The impact on potable water supply has been mixed; there have been increased 
supplies in some communities while others have suffered from scarcity. Other infrastructure 
improvements in Cuatro Pinos community include: a marketplace, school expaniions, community 
building, sewage systems and electric lighting in homes. 

LAAD was one of the programs which previously was identified as one with which 
PROEXAG was working. It was established to provide loan and investment capital to Central 
American business engaged in producing, processing and exporting nontraditional agricultural 
and aquaculture products from Central America. Magill et al. conducted a study using six case 
studies to assess the employment and income impacts (primary, secondary and tertiary) of a $15 
million LAAD loan in Central America. The six companies had received $2.2 million in loan 
funds. It was projected that these firms would generate 604 permanent jobs and 374 full-time 
job equivalents for regular seasonal workers by the time the firms reach full production. Magill 
et al. concluded that the secondary employment impacts from the purchase of raw materials did 

1°Magill, John H., William E. Bolton, Paul H. Dillon, and Amalia M. Alberti. Impact on 
Employment and Income of Investments in Export-Oriented, Non-Traditional Agribusinesses.
Development Alternatives, Inc. Washington, DC. April 1989. 
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appear to generate significant increases in new employment. Other secondary employment 
impacts were not quantified. The most visible effect of local expenditures was the increased 
demand for local transportation services. Their gender-based findings are consistent with those 
reported in the Alberti study. 

Social Impacts 
It is expected that economic development will tend to raise incomes in rural areas, as well 

as indirectly benefit living conditions in rural areas and enhance the residents' educational
 
opportunities, health and nutrition. Since PROEXAG does not 
 have any programmatic
 
components related to rural living conditions, the program's impacts in this area have not been
 
examined. However, the PROEXAG program has presumably contributed to such gains (or 
setbacks) because it has worked closely with other USAID agricultural development programs 
which have included such programmatic elements. 

The social effects of NTAE discussed below are restricted to income distribution, health
 
and nutrition, and childcare and education. Environmental issues are mentioned only
 
peripherally. 
 Some researchers claim that the promotion of NTAE will intensify environmental
 
damage in Central America. Sources indicated that USAID was planning to conduct a study
 
restricted to this important and complex issue.
 

Income Distribution 

In their study of the effects of structural adjustment programs in Honduras, Schreiner and 
Garcia found improvements in rural incomes. During the brief period between 1989 and 1991, 
the average real income of agricultural households increased by 15% while that of 
nonagricultural households did not change." This improvement brought the average income of 
agricultural households up to 97% of the average for nonagricultural households. Most of this 
gain in parity, however, was at the expense of low income nonagricultural households. Between 
1988 and 1991, consumer food prices rose at an annual rate of 4.7 percent. Despite the 
elimination of controlled prices, consumer prices in 1991 were less than the 1979-1981 average. 

"Schreiner and Garcia, p. 67. 
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Stonich examined the social effects of NTAE promotion in southern Honduras 
(specifically shrimp mariculture). She concluded that NTAE promotion has *...created extremes 
of wealth and poverty...as the production of agricultural exports expands, an escalating 
percentage of total product comes from larger producers with superior access to credit, 
technology, and markets while a growing number of smaller producers become displaced and 
destitute..." (p. 386). She provides no empirical evidence regarding causation; the analysis does 
not isolate the promotion of NTAE as the sole cause of the growing inequality.
 

Landholdings are a measure of wealth. 
 One of the more positive effects observed in the 
Cuatro Pinos study was a small reduction in the disparity in land distribution among Coop 
farmers. The sizes of the smaller Coop farms increased while the sizes of the larger non
cooperative farms deciesed. Furthermore, there are independent Coop farmers who were 
formerly day laborers. 

Barham, Carter and Sigelko obtained similar findings in their study of Guatemalan farm 
households' access to and use of land.12 Guatemala has a bimodal land distribution, with an 
extreme concentration of small farm households in the highlands. Barham, et al. did not find 
a direct relationship between size and the adoption of NTAE crop production. In the case of 
broccoli and snowpeas, they determined that small farmers who are able to overcome some 
initial constraints possess significant advantages. These results suggest a process of land transfer 
from larger farms toward smaller landholders, which would end the Central Highlands pattern 
of severe fragmentation in land holdings. 

After the U.S. Food and Drug Administration significantly increased its rejection rates 
ofGuatemala NTAE, exporters and development agencies implemented new programs to control 
pesticide use. The need of control production practices (including pesticide application) caused 
some exporters to abandon their satellite production structures (involving numerous small 
producers). Growers associated with companies with better resources were more successful in 
complying with U.S. pesticide residue regulations than were members of cooperatives or the 

12Barham, Brad, Michael Carter and Wayne Sigelko. "Adoption and Accumulation Patterns
in Guatemala's Latest Agroexport Boom." unpublished paper. Department of Agricultural
Economics, University of Wisconsin, Madison, WI. February 1992. 
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more independent growers under the satellite farming structure. 

Other Social Factors 

IUM appears to be improved access to health services as a result of the expansion of
NTAE in Central America. In the Cuatro Pinos study, such findings were observed when 
conditions during 1985 and 1991 were compared. Also, life expectancy is increasing, and fcwer 
people are dying of preventable diseases. The quality of children's nutritional intake was either 
die same or improved. Although diets were more diversified, health personnel did not think that 
malnutrition levels had decreased. Women who were Coop members tended to have decreased 
body composition, which may reflect the increased demand for their labor in the fields. 
Conversely, Alberti concluded (in her solo research effort) that NTAE employment appears to 
have positive effects on the quality of life of women; it assures better hours and overtime pay 
and generally satisfactory physical working conditions. 

However, women in the Cuatro Pinos study expressed concern that their increased 
participation in agricultural activities detracted from the time they had available for child care 
and meal preparation. The Coop had helped expanded the educational resources available and 
parents had increased awareness of the importance of education. The listing of possible
interventions in the Alberti study implies that additional major improvements in the social 
welfare of NTAE workers could be made through the provision of basic health, education, and 
child care services in the NTAE work place. 

Although some of the social consequences in Central America of NTAE promotion 
programs may not be desirable, their overall economic and social impacts appear to be positive.
NTAE promotion projects, including PROEXAG, have been successful in fostering economic 
growth. Such projects tend to have relatively long lags in their effects. If political stability can 
be maintained, further positive economic and social benefits are expected to accrue. 
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SUMMARY AND CONCLUSIONS 

Section 599 & 547 Legislaton Review 
One of the objectives of this study was to review PROEXAG's compliance with Section 

599 and Section 547 legislation. Much of this compliance review is a byproduct of the study's 
assessment of the economic impacts created in the U.S., in general, by NTAE production in 

Central America, and, in particular, by PROEXAG. 
In evaluating PROEXAG's compliance with the Section 599 and 547 legislation, it is 

important to recall the historical context in which the project was conceived and executed. For 
many years U.S. development policy towards Central America was based on a strategy of 
export-driven economic growth. The primary engines of this growth strategy were traditional 
agricultural crops such as bananas, coffee, sugar, cotton and beef. However, volatile world 
market prices for these commodities led to a shift in commodity emphasis in the 1980s from 
riese traditional crops towards nontraditional horticultural products. This shift was based on 
several factors including climate, the perceived competitive advantages of producing labor 
intensive crops in a region with abundant and low cost labor, and perhaps most importantly, the 
belief that such crops would not directly compete with U.S. production. 

Since this shift in commodity emphasis, $336 million of USAD funds have been 
expended on nontraditional agricultural export promotion projects in Central America. In spite 
of the consistency of these projects with stated U.S. development policy, attainment of political 
stability in the region and the recent economic slowdown in the U.S. have caused development 
activities to come tinder scrutiny. The primary impetus for this scrutiny was the American 
public's concern that U.S. foreign aid has caused domestic jobs to move offshore. 

Section 599 and Section 547 Leislation 

In September, 1992, Congress passed the American Jobs Retention Act of 1992. The 
language in Section 599 of this legislation related to the FY93 funding of USAID projects states 

that: 
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None of the funds appropriated by this Act may be obligated or expended to 
provide 

(a) Any financial incentive to a business enterprise currently located
in the United States for the purpose of inducing such an enterprise
to relocate outside to United States if such incentives or
inducement is likely to reduce the number of employees of such
business enterprise in the United States because United States
production is being replaced by such enterprise outside the United 
States; 

(b) Assistance for the purpose of establishing or developing in a
foreign country any export processing zone or designated area in
which the tax, tariff, labor, environment, and safety laws of that 
country de not apply, in part or in whole, to activities carried out
within that zone or area, unless the President determines and
certifies that such assistance is not likely to cause a loss of jobs
within the United States; or 

(c) Assistance for any project or activity that contributes to the
violation of internationally recognized workers rights as defined in
section 502 (a) (4) of the Trade Act of 1974 of workers in the
recipient country, including any designated zone or area in that 
country. 

Recently, the provisions of the Section 599 legislation were extended and modified in the Section 
547 legislation. Of note is this new legislation exclusiort of the informal sector, and micro- and 
small-scale enterprises. However, specific definitions of such entities were not provided. The 
provisions of Section 547 impacted FY94 funding of USAID projects. Failure to comply with 
these provisions can potentially lead to a loss of project funding. 

As noted in the introduction to this study, a 1980 Presidential Commission concluded that 
the promotion of nontraditional exports was an appropriate course of action for achieving the 
stated goals of economic growth and stability in the region. Nontraditional agricultural 
commodities were promoted in Central America due to perceived existence of comparative 
advantage and the belief that such products would not enter into direct competition with domestic 
Df. In 1984, the National Bipartisan Commission on Central America and the associated 
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U.S. 	Department of State implementation plan endorsed this concept and emphasized that a 
ainedeffort of more than a decade would be required for success to be realized. 

Based on the available data and discussions with numerous sector participants, it is clear 
that PROEXAG's activities have not provided jndym to U.S. firms to relocate in Central 
America. In fact, there is little to suggest that any relocation of U.S. businesses involved in the 
horticultural sector has occurred in Central America. Indeed, it appears that PROEXAG and 
other NTAE promotion programs have created business opportunities and led to job creation in 
the U.S. 

Issues regarding EPZs are largely irrelevant to PROEXAG. By virtue of its heavy 
emphasis on relatively small scale agricultural producers of nontraditional commodities, 
PROEXAG had no direct activities involving export processing zones. Though the project has 
provided some assistance to processors, discussions with individuals indicated no processing 
activities with which the projects were associated occurred in EPZs. 

Attempts were made to determine if PROEXAG project activities ha contributed to the 
violaion of internationally recognized workers rights as designated in section 502 (a) of the 
Trade Act of 1974. With the exception of Guatemala, little information regarding this issue 
could be obtained. Discussions with several individuals in Guatemala, including embassy staff, 
suggested that while problems regarding the treatment of workers remained, the government 
appeared to be moving in a positive direction. However, there was no indication that project 
activities contributed in any way to the violation of such rights. A more conclusive assessment 
of this issue would require resources beyond that available for this project. 

Summary 

In general, the study found that due to the perishability and climatic factors, NTAE have 
not entered into direct competition with U.S. producers, and may in fact, have a synergistic 
relationship with the U.S. horticultural product sector. This synergism emanates primarily from 
the fact that the imports are counterseasonal to varieties grown in the U.S. As a result, U.S. 
produce shippers and retailers use their facilities and staff more efficiently, consumers have more 
produce choices year-round and price fluctuations have been moderated. In the food service 
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sector, die extended availability has expanded the demand for domestically grown specialties, 
m restaurants previously were hesitant to offer some menu selections for short periods of 

time. There is evidence that Central American NTAE have contributed, along with produce 
inports from other regions, to the displacement of some US-grown fruit, namely canned fruits 
and grapefruit. Given the choice, U.S. consumers have opted to add variety to their winter and 
qp n fruit baskets by substituting imported fruits for the grapefruit and canned fruits which they 

taditioally consumed. 

It is difficult to obtain a precise statistical estimate for the value of economic activity 
generated by the NTAE promotion projects in Centnd America. However, using input-output 
analysis, credible estimates were obtained. Based on this methodology it was estimated that in 
1990, Central American NTAE generated output in the U.S. totalling $906 million, household 
earnings of $335 million and 14,000 jobs. The respective estimates for 1992 were $1.2 billion, 
$438 million and 19,000jobs. While these effects are small in magnitude relative to the overall 
U.S. economy, they are substantial when compared to the 1986-1992 USAID expenditures for 
NrAE promotion of $336 million. 

The expanded exports from Central America have created increased export demand ior 
agricultural inputs from U.S. suppliers. From 1988 to 1992, the free alongside value (FAS) of 
U.S. five major agricultural input categories of exports rose from $88 million to $192 million. 
Data limitations preclude identifying the proportion of these exports that specifically supporting 
nontraditional agricultural production activities; however, the rate of growth in U.S. exports of 
agricultural inputs to Central America is similar to the rate of growth in NTAE coming from 
the region. Using input-output analysis, the total value of U.S. economic activity associated 
with these exports isestimated to have increased from $208 million in 1988 to $468 million in 
1992. 

Combining these estimates with the economic value of output generated by the 
importation of Central American nontraditional crops, the estimated total value of economic 
activity created in the U.S. economy by NTAE activities increased fron $1.3 billion in 1990 to 
$1.7 billion in 1992. The aggregate value of economic activity of the 1990 to 1991 period is 
estimated to be $4.3billion. While this figure perhaps represents a slight overestimate, it is 
clear that it greatly exceeds the combined USAID nontraditional promotion project expenditures 
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over the 1986-1992 period of roughly $336 million. 
Because of the integrated structure of PROEXAG with existing bilateral country missions, 

export federations and other development projects in Central America, it is difficult to 
differentiate the economic activity generated directly from the project from that attributable to 
nontraditional export promotion programs in general. Interviews with various individuals 
suggested that as the primary provider of technical support and market information for the 
bilateral country missions, virtually all NTAE activity is at least directly attributable to 
PROEXAG. However, others suggested that certain NTAE enterprises in the region were 
largely independent of PROEXAG. Views that thD poject's activities though regional in 
concept, tended to focus more on Guatemala than on other countries in the region were also 
weped. 

Based on internal project documents and discussions with project staff, some quantitative 
measures of export deals directly resulting from PROEXAG involvement were obtained. Over 
the 1987 to 1994 period, the CIF value of export deals directly resulting from project staff 
involvement rose from $250,000 to over $36 million. The cumulative value of these deals over 
this eight year period was about $129 million. Given the project budget of roughly $15 million, 
it is clear that the direct return in exports per dollar invested in PROEXAG has been substantial.
 
Ifeconomic multiplier effects were to be considered, the value generated is substantially higher.
 

The effects of NTAE on the Central American economies were difficult to quantify.
 
Given the growth in the region's NTAE volumes, it is clear that USAID promotion efforts in
 
general, and PROEXAG in particular, have been successful in their objectives. There is
 
evidence of increased employment (both directly and indirectly created by NTAE production), 
gains in rural income, and improved rural living conditions. 

Conclusions 
Considered within the context U.S. development policy objectives in Central American, 

this analysis has demonstrated that USAID nontraditional export promotion projects have met 
with considerable success in expanding NTAE from the region. The customs value of NTAE 
increased from $66 million in 1986 to over $178 million in 1991. In contrast to the common 
perception that USAID expenditures in developLng countries cost the U.S. taxpayers jobs and 
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ti dollars, the analysis also demonstrated that nontraditional agricultural promotion projects in 
Central America have conveyed significant economic benefits to the U.S. Indeed, the total value 
of economic activity generated in the U.S. as a result ofCentral American NTAE over the 1990
1992 period was estimated to be $4.3 billion. Given total USAID expenditures in Central 
America NTAE promotion of $336 million, it is clear that the U.S. is receiving a very good 
return on its investment. 

The precise extent to which the activities of PROEXAG have contributed to the expansion 
of NTAE from the region is difficult to gauge. Given the degree to which the project is 
integrated with existing bilateral country missions, and the scope of its research and support 
activities, it is within reason to conclude that, with the exception of longstanding melon and 
pineapple exports associated with multinationals such as Dole and Del Monte, virtually all of the 
expansion of NTAE since 1986 is at least indirectly attributable to PROEXAG. 

The best evidence to support this view reveals both the strengths and weaknesses of 
PROEXAG. The operating philosophy of PROEXAG has been somewhat unique among 
development projects. By opting to promote enterprise development rather than institution 
building, and targeting assistance to individuals with a high probability of success, rather than 
small farmers with limited resources, the project has been able to achieve its objectives of 
expanded exports ofnontraditional agricultural commodities. The project adopted this approach 
on the basis that efficient institutions grow out of economically sustainable enterprises rather than 
the converse. However, in the process of carrying out its objectives, PROEXAG has become 
the de facto support institutio underlying nontraditional agricultural export activities. 

Evidence of this was found in numerous discussions with individuals throughout the 
region concerning the impending end of the current project and the possibility of a third phase. 
There was unanimous concern about which institutions would assume many of PROEXAG's 
activities, such as provision of market information, technical production guidance and marketing 
aistance; these activities were considered critical to the sustained success of NTAE. While in 
principal these functions could be handled by the various bilateral missions, it was also clear that 
at present they were unprepared to do so. Indeed, concern was often expressed that given the 
current conditions ofmost existing support institutions, should the activities of PROEXAG cease, 
much of the NTAE activity would be in jeopardy. 
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While the questionable sustainability of many NTAE enterprises in the absence of 
PROEXAG (or a successor project) may be considered the Achilles heel of the project, this is 
probably an inherent problem associated with nontraditional agricultural commodities. As noted 
in the State Department implementation pl-, "asustained effort of over a decade or more will 
be required if nontraditional products are to play an important role in generating export 
earnings...". PROEXAG is in a very real sense the embodiment of this statement. The project 
has been successful in its stated objectives, but it has been in operation for only eight years. For 
NTAE activities to become self-sustaining, more time may simply be needed for the development 
of institutions able to independently subsume the activities of PROEXAG. 

The social impacts of diversification into nontraditional agricultural export activities in 
general, and those of PROEXAG in particular, are difficult to gauge. Based on existing studies, 
they have been mixed. However, one must view such studies with some caution for two 
reasons. Defining what is a social benefit and what is a social cost is often based on the 
subjective judgement of the analyst. Depending on the assessor's perspective, many impacts of 
NTAE related to the environment, human capital development, and pesticide usage can be 
viewed as yielding either positive or negative impacts. 

An example serves to illustrate this point. Some authors (e.g. Stuart Tucker) have been 
critical of NTAE promotion programs as being inequitable by favoring larger farms or 
individuals with substantial financial resources, rather than the traditional small farmers. 
However, in the course of this study, several situations were uncovered where larger farms 
involved in export production of nontraditional crops found it is their economic interest to source 
product from small farms. In order to accomplish this, the requisite production technology and 
inputs have been transferred to the small farmers through market forces. Although larger 
farming interests may be receiving a disproportionately larger share of the initial benefits, these 
benefits are being transferred to smaller traditional farmers. 

PROEXAG has functioned as a learning catalyst, technical backstop and deal maker. The 
foundation for sustainable economic growth in Central America has been laid. The project has 
generated significant economic activity in both the U.S. and Central America. If the 
entrepreneurial momentum and political stability can be maintained, further positive economic 
and social benefits are expected to accrue in Central America. 
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ANNEX A
INDIVIDUALS INTERVIEWED DURING PROEXAG EVALUATION 

PROEXAGClients-Exporters 

Jaime Alfaro, KellyCo
Estuardo Castro, Prestigio, S.A. 
Garrett Denfleyker, INEXA 
Samuel Manxil, Manprosa
Fernando Maul, Restaurantes Auto Mariscos 
Oscar Orantes, Sabora, S.A. 
Gloria Elena Polanco, Frutesa 
Carlos R. Springmuhl, Servicios Internacionalcs de Exportacion, S.A. 

Orrani~ations in Central America 

Rick Clark, USAID/ROCAP
 
Blair Cooper, USAID/Guatemala
 
Tully Cornick, USAID/Guatemala
 
R. Todd Drennan, US Embassy/Guatemala
 
Ulrich Ernst, USAID/ROCAP
 
Fanny Estrada, GEXPRONT
 
Bill Goodwin, USAID/Guatemala
 
Don Knight, US Embassy/Guatemala
 
Gerald Lamberty, GEXPRONT
 
Hillary Lorraine, RENARM
 
Fred Mann, USAID/Guatemala
 
Jose Oromi, Banco Internacional
 
Grant Petrie, US Embassy/Guatemala
 
Spike Stevenson, US Embassy/El Salvador
 
Gordon Tween, APHIS
 
Al Zucca, USAID/Guatemala
 

PROEXAG Clients-Importers 

Chris Couture, Couture Farms
 
Robert De Bruyn, De Bruyn Produce
 
Richard Feldman, Lindemann Farms
 
David Goforth, Lindemann Farms
 
Robert Grist, Georgia Vegetable Co.
 
Roger Houck, Lindemann Farms
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George Lindemann, Lindemann Farms 
Kurt Schweitzer, Keystone Fruit Marketing 

Produce Shipers. Buyers & Retailers 

Dan Aguirre, Tavilla
 
Joe Brennan, Marriott
 
Bob Bull, Food Business Associates
 
Frank Campisi, Sysco
 
Karen Caplan, Frieda's Finest
 
Dino Cardelli, Tavilla Marketing

Bob DiPiazza, Dominic's
 
Ralph Hackett, Suma Fruit Inl.
 
Jim Prevor, Produce Business
 
Jim Ratliff, Hilton Hotels
 
Bill Schaeferx, JR Brooks
 
Dick Spezzano, Von's
 

Cemniu aff 

Bruce Brower, PROEXAG/Guatemala City

Kerry Byrnes, LAC TECH/Washington, DC
 
Walter de a Cruz, PROEXAG/Guatemala City

Ricardo Frohimaer, PROEXAG/Guatemaa City

Mark Gaskell, PROEXAG/Guatemala City
 
Dale Krigsvold, PROEXAG/Guatemala City

John Lamb, Chemonics International, Miami
 
Pam Michel, Chemonics International, Washington, DC
 
Jose Mondenedo, PROEXAG/Guatemala City

Karl Ufer, PROEXAG/GuatemalaCity
 

Academic & other oranizaions 

Brad Barham, University of Wisconsin, Dept. of Agricultural Economics 
Mark Munger, Produce Marketing Association 
Mary Ott, USAID, LAC 
Peter Rosset, Stanford University, Center for Latin American Studies 
Tess San Martin, JE Austin Associates 
Doyle Smittle, University of Georgia
Nancy Tucker, Produce Marketing Association 
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ANNEX B
 
ECONOMIC CONDITIONS IN CENTRAL AMERICA
 

Economic conditions have considerable influence on the success of export promotion 
projects. The economic conditions under which PROEXAG operated are summarized below. 

The formation of the Central American Common Market during the early 1960s fueled 

import substituting industrialization throughout the region. However, overall economic growth 

continued to be largely dependent on traditional exports (coffee, cotton, and sugar). A growing 
economic crisis emerged throughout Central America during the late 1970s when the traditional 
export markets deteriorated due to declining commodity prices, global stagnation and growing 
trade protectionism." Through most of the 1980s, the region experienced little economic 
growth, high inflation and unemployment, and tight credit. This created heavy reliance on 
external donor support. Fortunately, the countries have recognized the shortcomings in their 
import substitution policies and have phased out tariffs, quotas, and subsidies. They have begun 

investing in export-oriented infrastructures. 

Key economic indicators are displayed in Table B-1 for each ofthe PROEXAG countries. 

Overall, the economies are on a recovery path. Belize, Costa Rica, El Salvador, Guatemala and 
Honduras have all had growhig economies during the past five years. Inflation rates remain high 

in Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua. All of the countries continue 
to incur negative trade balances; one of PROEXAG's main objectives is to reverse this trend by 

expanding the regions' exports. 

Guatemala is the region's most prosperous country, as measured by gross domestic 

product (GDP). Agriculture is the country's principal economic activity; it accounts for about 
25% of GNP, 75% of export earnings, and 60% of employment." Although traditional export 

crops still dominate, its NTAE sector is growing rapidly. E Salvador has the region's second 
highest GDP. Its agricultural sector has been growing relatively slowly; this is partially 

"Paus, Eva. Struggle Against Dependence: Nontraditional Eport Growth in Central 
America and the Caribbean. Westview Press. Boulder, CO. 1988. 

"USDA/Foreign Agricultural Service. Horticultural Products Review. September, 1993. 
p. 18 
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attributable to the political strife. Costa Rica's GDP is almost as large as El Salvador's; its 
production and exports of nontraditional agricultural products have increased sharply in recent 

years.u 

Agriculture is the largest sector in Honduras' economy. Honduras began implementing 
a structtal adjustment program in early 1990. The program is intended to stabiizm. the 
economy and promote economic development. The package of measures includes devaluing the 
lempira, decreasing the differences in import tariffs, permitting land rental and titling of parcels 
larger than two hectares, eliminating price controls on some commodities and removing interest 
rate ceilings. In particular, the devaluation should a3iow producers to receive a higher price for 
their products, thereby increasing returns and stimulating investmenL 

Improving the economic environment in Central America has been a major objective of 
Inter-American Development Bank (IDB), as well as USAJD. The IDB provides funding to 
member countries. In December, 1992, it approved $71.2 million in financing to Nicaragua for 
an agricultural sector adjustm(ent program, and $50 million for the second stage of Honduras' 
program to reform and modernize the agricultural sector, especially in the areas of forestry, land 
tenure, rural credit and public administration. 

The IDB is affiliated with the Inter-Amrodcan Investment Corporation (IIC), which is a 
multilateral investment corporation promoting the economic development ofits regional member 
countries by stimulating the establishment, expansion and modernization of private enterprises. 
The only project funded by HC during 1991 and 1992 whch involved nontraditional agricultural 
products was a $1.35 millon loan to Industria ,gricola Tierra Fria, a small Guatemalan 
company.16 The project consists of expanding 2he operations of Tierra Fria through the 
construction, equipping and operation ofan Individual Quick Frozen freezing and packing plant 

for processing fruits and vegetables. 

"lbid. 

"Inter-American Development Bank. Economic and Social Progress in Latin America. 199 
Repr. Johns Hopkins Press. October 1992. 

B-2
 

http:company.16


Tabe B-1 lAdin Ecomoudc IndiaFmorCatd Au mi comaiCnk, 198$-91 

COUNTRY- GUATEMALA 
M--URE 1985 1986 1987 1988 1989 1990 19910 
GloP GROWTH RATE (% 
CHANGE) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (% CHANGE) 

REAL WAGES (% CHANGE) 

EXPORTS (FOB $MILLION) 

IMPORTS (FOB SMILUON) 

-0.6 

0.4 

18.6 

-13.7 

1059.7 

1076.7 

0.1 

-0.8 

36.9 

-18.3 

1043.8 

875.7 

3.5 

3.9 

12.3 

6.7 

977.9 

1333.2 

3.9 

4.5 

10.9 

5.2 

1073.3 

1413.2 

3.9 

3.1 

11.4 

5.3 

1126.1 

1484.4 

3.1 

3.7 

41.2 

-18.3 

1211.5 

1428.0 

3.2 

3.0 

33.2 

NA 

1234.8 

1663.5 

COUNTRY: COSTA RICA 
MEASURE 1985 1986 1987 1988 1989 1990 1991" 
GDP GROWTH RATE ("
CHANGE) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (S CHANGE) 

REAL WAGES (S CHANGE) 

EXPORTS (FOB SMILLION) 

IMPORTS (FOP SMILIJON) 

0.7 

-5.5 

IS.1 

9.1 

939.1 

1001.0 

5.5 

4.8 

11.8 

5.4 

1084.8 

1045.2 

4.8 

4.2 

16.9 

-1.3 

1106.7 

1245.2 

3.4 

4.6 

20.8 

-1.0 

1180.7 

1278.6 

5.5 

7.4 

16.5 

5.9 

1333.4 

1572.0 

3.7 

2.7 

19.0 

-0.8 

1365.6 

1833.3 

1.0 

2.5 

28.7 

-5.8 

1487.3 

1680.3 
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Tabe B-1 i-whUg Bomaicd For Cmd Amwim Cc*iw, 198I-91 

COUNTRY: EL SALVADOR 
MEASURE 1985 1986 1987 198 1989 1990 1991* 
GDP GROWTH RATE (S CHANGe) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (% CHANGE) 

REAL WAGES (S CHANGE) 

EXPORTS (FOB $MILLION) 

IMPORTS (FOB $MILLION) 

2.0 

-1.1 

22.4 

NA 

679.0 

895.0 

0.6 

-3.1 

31.9 

NA 

777.9 

902.3 

2.7 

2.1 

24.9 

NA 

589.6 

938.7 

1.6 

-1.0 

19.8 

NA 

610.6 

966.5 

1.1 

0.s 

17.6 

NA 

557.5 

1220.2 

3.4 

7.4 

24.0 

NA 

581.5 

1137.3 

3.5 

-0.1 

14.4 

NA 

588.0 

1266.7 

COUN RY: HONDURAS 
MEASURE 1985 1986 1987 1988 1989 1990 19910 
GDP GROWTH RATE (% CHANGE) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (% CHANGE) 

REAL WAGES (i CHANGE)". 

EXPORTS (FOB SMILLION) 

IMPORTS (FOB SMIJION) 

4.2 

2.3 

3.4 

-3.1 

789.6 

879.2 

0.7 

-0.7 

4.4 

-4.2 

891.2 

874.0 

6.0 

8.3 

2.4 

-2.4 

844.3 

893.8 

4.6 

-0.5 

4.6 

-4.4 

393.0 

916.6 

4.3 

10.0 

9.8 

-8.9 

966.7 

964.0 

0.1 

1.1 

23.3 

22.8 

547.8 

869.7 

2.2 

3.4 

34.0 

0.0 

832.8 

853.2 
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T"a 9-1 Lmmb 1 EamoacIdicbmsu For Cu Amwim C iMI 1-91 

COUNTRY: NICARAGUA 
MEASURE 1985 1986 1987 1988 1989 1990 1991* 
GDP GROWTH RATE (S CHANGE) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (S CHANGE) 

REAL WAGES (S CHANGE)** 

EXPORTS (FOB $MILLION) 

IMPORTS (FOB SMILLION) 

-4.1 

-4.8 

219.5 

-23.3 

305.1 

794.1 

-1.0 

-8.8 

681.5 

-60.1 

257.8 

677.4 

-0.7 

-3.2 

911.9 

4.4 

295.1 

734.4 

-13.4 

-10.2 

14295.3 

-98.6 

235.7 

718.3 

-5.1 

2.4 

4770.4 

NA 

310.7 

547.3 

1.0 

5.5 

7485.2 

NA 

331.5 

569.7 

.0.7 

-5.7 

1400.0 

NA 

266.2 

680.6 

COUNTRY: PANAMA 
MEASURE 1985 1986 1987 1988 1989 1990 19910 
GDP GROWTH RATE (S CHANGE) 

TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (S CHANGE) 

REAL WAGES (S CHANGE)* 

EXPORTS (FOB SMILLION) 

IMPORTS (FOB SMILLON) 

4.7 

5.0 

1.1 

4.1 

333.3 

1244.5 

3.4 

-2.2 

-0.1 

0.7 

359.7 

1119.7 

2.3 

7.4 

1.0 

-0.4 

371.4 

1181.7 

-15.6 

-5.0 

0.6 

NA 

321.0 

748.0 

-0.4 

3.6 

0.1 

NA 

324.0 

893.3 

4.6 

4.2 

0.8 

NA 

354.5 

1319.8 

9.3 

5.0 

1.3 

NA 

377.9 

1514.0 
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Tdb 3-1 Lubg Economic Indicasko For Cntd Anmte Cou . 1915-91 

COUNTRY: 

MEASURB 

GDP GROWTH RATE (9 CHANGE) 
TOTAL ECONOMY 

AG, FORESTRY & FISHING 

INFLATION RATE (6 CHANGE) 

EXPORTS (FOB $MILLION) 

IMPORTS (FOB SMIL=ION) 

BElIZE 

1985 

NA 

NA 

NA 

NA 

NA 

1986 

NA 

NA 

NA 

NA 

NA 

1987 

13.3 

NA 

2.0 

102.9 

127.0 

1988 

7.1 

-1.6 

3.2 

119.4 

161.3 

1989 

5.1 

7. 

2.1 

124.4 

188.5 

1990 

6.5 

12.4 

3.0 

129.2 

185.4 

1991. 

6.0 

-0.7 

5.0 

119.8 

223.6 

**mnlm,, wag only. 



ANNEX C
 
CASE STUDIES OF PROEXAG ACTIVITIES
 

Couture Farms 
Couture Farms is a family-owned paitnership involved in the production, importation and 

year-round sales of asparagus, melons and pistachios. The firm was founded in the 1920s and 
is now operated by the founder's son and grandson. Currently, it grows cantaloupe, mixed 
melons, and asparagus at its Kettleman City, California ranch. The melons and asparagus are 
sold tW grocery store chain: throughout the U.S. In 1991, Couture Farms opened a (leased) 
warehouse and a sales office in Florida to handle imports of cantaloupe and mixed melons from 
Guaenm, asparagus from Pcru, Guatemala and Costa Rica, and mangoes from Peru, 
Venezuela and Mexico. This imported produce is marketed throughout the Midwest and East 

Coast 
During 1985/86 season, Couture Farms imported a small amount of cantaloupes from 

Panama. In 1986, Chris Couture went to Peru to observe asparagus production. The trip was 
sponsored by a USAID program, Project Sustain. As a result of this trip, Couture Farms 
established contacts with Peruvian producers and began importing asparagus from Peru in 1986, 

Asparagus was one of the crops initially targeted by PROEXAG. In Central America, 
asparagus can be harvested anytime from July through February, as compared to July through 
January in Peru, and February through May in California. In 1987, a PROEXAG team member 
asked Couture Farms to participate in a training program/tour of the U.S. for Central American 
asparagus growers. Later that year, PROEXAG arranged for Chris Couture to visit several 
asparagus producers in Guatemala. By 1988, the team had intioduced several nei,, high
yielding cultivars to Central America and designed, established and monitored adapaioj trials 
in all five countries. In total, PROEXAG organized, spoaored and carried out two such 
asparagus production and marketing tours to the U.S. for two dozen Central American 
producers, thereby raising levels of awareness of U.S. technology and marketers. 

PROEXAG included Couture Farms on its referral list of U.S. asparagus marketers 
which it provided to Central American asparagus producers. Several of the Guatemalan 
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producers contacted Couture Farms and establihed business relationships. Many of the 
producers were large landholders who hired laborer: to 4o all o he production activities. Chris 
Couture visited the producers at least once a year and provided them with the seed, and 
production and harvesting expertise. Couture Farms sent down a hydrocooler from their 
California ranch, and assisted the growers in building packing sheds, packing lines, and boxes'. 
In 1988, Couture Farms' expenses for the equipment and supplies that it shipped from the U.S. 
to Guatemala (plus shipping expenses) totalled $84,000. PROEXAG worked with the 
Guatemtan growers on insect control methods. During 1991, a producer from Costa Rica 
began growing asparagus for Couture Farms as a result of production training and marketing 
facilitation from PROEXAG/CINDE. 

Couture Farms first exported asparagus from Guatemala in 1988. SJ'ipments for the first 
two years totalled less than 1,000 boxes. The product was shipped in 11 pound (net) wooden 
boxes by air to Miami, where it was inspected, processed through U.S. Customs and then 
transported to the Couture Farms warehouse. The asparagus was then shipped in refrigerated 
trucks to grocery stores and food service warehouses at destinations as remote as New York 
City, Canada and Chicago. Couture earned an 8% commission on the wholesale value of the 
asparagus. 

In 1992/95, Couture Farms imported approximately 5,000 boxes of asparagus from 
Central America. The small quantities precluded shipping by steamship; all of the asparagus 
was shipped by air. The decision was made to stop importing asparagus from Central America 
in 1993 because the inzort volumes were low and there were considerable transactions costs due 
to the level of training required by the producers. In comparison, its import volumes from Peru 
had grown to 200,000 boxes. Couture Farms determined that its Guatemalan asparagus venture 
had not prospered because management of Guatemalan asparagus was mediocre. Ultimately, 
the problem lay with the mentality of many of the established asparagus growers who had only 
experience with low management crops, such as coffee and sugar cane. 1 owever, Couture 
Farms is willing to reconsider sourcing asparagus from experienced Central American producers 

q'he wooden box material was initially imported from the US. In 1990, the producers 

obtained a Guatemalan source for the boxes. 
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when theirproduction levels increase. PROEXAG has since identified factors limiting asparagus 
production in Central America and is aggressivel promoting a strategy of more intensive 
management. 

Despite its lack of success with Central American asparagus, Couture Farms started to 
import cantaloupe from Guatemala in1991. The eight growers with whom it contracted initially 
needed much coordinating, which motivated Couture to hire a full-time Guatemala-based field 
manager. 

Couture Farms provides the growers with seed, and sources the chemicals which are paid 
for by the melon producers. The growers irrigate with drip systems which are manufactured 
in the U.S. and Israel, and use plastic ground overlay imported from the U.S. Couture Farms 
chipped its old packing sheds from California to Zacapa. It also provides producers with 
strapping equipment and decals which are shipped from the U.S. The corrugated boxes are 
produced in Central America. The product is transported by ship from Puerto Barrios, 
Guatemala W Couture Farm's Florida warehouse. Couture Farm's shipping costs for 
Guatemalan melons totalled $508,000 in 1992. All of the shipping lines are U.S.-based. The 
growers pay Couture a 10% sales commission on melons. 

Couture Farms' melon imports from Central America have grown from 105,000 cartons 
in 1991/92 to 240,000 cartons in 1992/93. In 1992/93, Couture also opted to grow honeydews; 
however, whitefly infestations significantly reduced the yields. Couture Farms intends to 
increase its Guatemalan cantaloupe and mixed melon imports during the 1993/94 season to 
approximately 300,000 cartons. 

To date, Couture Farms' earnings from its Central. American business have not generated 
a positive return on the investment. However, Chris Couture believes that the imports 
complement Couture Farms' domestic production activities. The asparagus imports have 
enhanced demand for Couture Farms' domestic produce; produce buyers have been eager to 
purchase the Peruvian imports, and this has given Couture Faiins leverage in marketing its 
domestic asparagus and melons. The imports are also enabling Couture Farms to spread their 
overhead costs over a larger volume base. Consequently, the firm has reduced its administrative 
costs on a per unit basis. 

Couture Farms has strong qualifications to be a successful importer of Central American 

C-3 



produce because the principals are growers, shippers and handlers, rather than being just sales 
agents. Although all of its imports are handled on a consignment basis, Couture Farms shares 
some of the risk with foreign producers by funding (or advancing funds for) some of the 

producers' production inputs. 

Lndemann Produce 
Lindemann Produce is a family-owned produce shipper based in Los Banos, California. 

It is the only U.S.-owned firm that markets melons year-round. The firm supplies a complete 
line of melons, including cantaloupe, honeydews, seedless and seeded watermelon, and mixed 
melons. Lindemann Produce sources its melons from California, Arizona, Mexico and Central 
America. It handles significantly smaller quantities of lettuce and other produce which are also 

harvested by its melon growers. 

When PROEXAG initially contacted Lindemann Produce in 1986, the company was a 
domestic supplier as well as an exporter to Japan. Its only experience with importing (in 
Mexico) had been negative. As a seasonal shipper, it began its marketing season in May with 
melons from Arizona, moved to California for the summer, and finished up in the fall in 
Arizona again. The Central American melon harvest extends from November through May. 

In late 1986, PROEXAG was contacted by a Central American exporter with Guatemalan 
and Salvadoran melon production who was looking for marketing alternatives to the East Coast. 
PROEXAG provided the exporter with a fist of reliable shippers, which led to Lindemann's first 
contract to market Central American melons. In 1987, Lindemann collaborated with PROEXAG 
in a training course in California for 16 Central American packinghouse managers. Several of 
these Central American firms later contracted with Lindemann to market their melons. 
Lindemann developed further contracts with Salvador growers following a 1987 trip to California 
organized by FUSADES. The firm has since continued to participate annually in training 
programs for Central American melon growers organized by PROEXAG and/or the export 
federations. Its Nicaraguan sources resulted from contacts made at workshop organized by 
PROEXAG and APENN in September, 1990. 

Lindemann Produce sold approximately 20,000 cartons of Central American cantaloupe 
with an estimated value of $200,000 during its first import season, 1986/87. Its sales increased 
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to 200,000 cartons with an estimated value of $2.15 million during the following season. In 
1938/89, its volume doubled, and has increased steadily since. Lindemann Produce expects to 
import up to 2,200,000 cartons of melons from five Central American countries (Costa Rica, 
E Salvador, Guatemala, Honduras and Panama) during the 1993/94 season. The melons are 
sold on a consignment basis; Lindemann Produce's sales commission ranges from 10% to 12%. 

Lindemann Produce has contracts with more than a dozen Central American growers. 
New growers are required to grow honeydew melons, which require less careful postharvest 
handling than cantaloupe or mixed melons. Lindemann Produce purchases seed from the Central 
American distributors of U.S. seed companies. The firm also sources boxes from the U.S. 
which are sent ahead prior to the harvest. Lindemann deducts these costs along with its sales 
commission. 

PROEXAG has provided guidance to Lindemann and its Central American growers on 
transportation matters. In the fall of 1987, George Lindemann join'd a group of Salvadoran
 
melon growers for a tour organized by PROEXAG of Texas' lower Rio Grande Valley.
 
PROEXAG was seeking to open the Mexican overland route to U.S. markets, as an alternative
 
to the traditional ocean route into South Florida ports. Assisted by PROEXAG, Lindeman began
 
using the Mexican overland route for melons from El Salvador and Guatemala through Nogales
 
and McAllen. 
 Its trial shipments through the Port of New Orleans were not successful due to 
higher ocean freight costs (relative to south Florida) and the lack of other commodities to sell 
in combination with melons. The firm is currently working to reduce its freight costs by loading 
the melons directly into the ship's hold rather than shipping them in cartons which are packed 
into containers. 

Lindemann Produce and the PROEXAG staff are also working together on variety/seed 
trials. These efforts are focused on identifying varieties which can develop higher sugar levels 
with shorter growing periods. One of the principals in Lindemann Produce, Richard Feldman, 
works closely with Central American melon growers. He travels extensively in Central America 
to ensure that the growers comply with U.S. import restrictions regarding pesticides. He 
arranged for the purchase and shipment of farm machinery and equipment front the U.S. for 
Central American growers, including laser levelers, rapid harvest trailers, drip systems and 
pacing sheds. 
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Lindemann employs 3 to 5 harvest specialists who travel with the harvest season through 
California, Arizona, Mexico and Central America. These individuals work closely with Central 
American growers on postharvest techniques in order to ensure top quality melons. Early in 
1990, Lindemann engaged in an extensive technology transfer process in El Salvador. A 
postharvest handling and quality control team was sent down by Lindeman to advise on picking, 
grading, sizing, packing and cooling. FUSADES underwrote two-thirds of the cost. 

Because it markets melons year-round, Lindemann Produce maintains a constant level of 
staffing throughout the year. It has 6 people on its sales staff in Los Banos who have moved 
to Reno, Nevada. The firm leas-s a cold room in Miami which employs 17 people. It also 
contracts to receive melon imports at coolers in McAllen, Nogales, Los Angeles and 
Wilmington. The melons are unloaded from the ship, processed through U.S. Customs, and 
transported to the coolers where they are inspected by Lindemann's employees or agents who 
monitor the melons' arrival condition, which tend to be quite variable. The coolers charge an 
average of $ .65 per carton ($ .50 per carton in Miami) for handling the melons. When 
required, there is ani FDA inspection. From the cooler, the melons are loaded into trucks and 
shipped throughout the U.S. to more than 2,000 customers, including wholesalers, grocery 
chains and food service suppliers. The estimated trucking cost is $2per carton within the U.S. 
If its sales volumes continue to increase, Lindemann Produce will consider establishing a 
dedicated trucking fleet in order to reduce its freight costs. 

Sourcing product from Central America has enabled Lindemann Produce to be a year
round supplier of melons in the US. This ability is the cornerstone of the firm's marketing 
strategy; it differentiates Lindemann Produce from all other U.S. melon shippers. Lindemanr.'s 
director of sales and marketing, David Goforth, stated that the year-round availability gives the 
firm leverage in dealing with produce buyers for food service suppliers and grocery chains. The 
sales staff has continuous contact with the buyers and is able to offer a constant supply of 
melons. The firm's management expects to continue working with PROEXAG and export 
federations to further expand its sales of Central American melons. 

C-6
 



Manprosa 
Beginning in 1990, PROEXAG began investigating the potential for exporting both dry 

onions and high quality sweet onions from Central America. A focal point for the development 
of export onion production has been the Sebaco Valley of Nicaragua in general, and the farming 
operation of Samuel Mansell, in particular. 

Samuel Mansell began farming rice and cotton in the Sebaco Valley of Nicaragua in 
1974. At that time, rice was heavily promoted by the government which provided excellent 
technical assistance and technology transfer allowing for efficient production. While the Sebaco 
Valley offered excellent soil and climatic conditions for rice production, such was not the case 
for cotton, and in 1976 cotton production was halted and the land was consolidated into rice. 

Beginning in 1976, Mansel and Company initiated what may be considered its first 
movement toward producing nontraditional crops by exploring the production of tomatoes for 
processing. This activity was stimulated by an Israeli consulting firm, Tahal, which conducted 
extensive agronomic research on the production of processing tomatoes in the region and an 
engineering firm, Arthur McKee and Associates which conducted a feasibility study on the 
construction and operation of a processing facility. During this period, Mansell sent several 
agronomists to Israel to receive training in the producticn of tomatoes for processing. 

These activities resulted in significant improvements in production practices and 
considerable human capital development through trining received by Mansell's agronomists in 
Israel. The project gained approval by the Central Bank of Nicaragua and was on track when 
the start of the Sandinista Revolution occurred. Commensurate with the Revolution, the planned 

move into processing tomatoes was halted. 

The Revolution rapidly created disincentives for private entrepreneurial activities, 
especially those involving export markets. Expcrts were strongly discouraged and effectively 
prohibited by controls on exchange rates. While the official exchange rate was pegged at around 
five Cordobas to one U.S. Dollar, the black market exchange rate was on the order of C$500.00 
to U.S.$1.00. Additionally, the Revolution brought about a flight of human capital (e.g. 
agronomists and other technicians) from the country and a significant decline in infrastructure. 
Virtualiy all that Mansell had established towards producing nontraditional crops for export was 

lost.
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In response to the constraints placed on private enterprize by the revolutionary 

government, Mansell attempted to produce rice, cotton and onions in Honduras with Miguel 
Molina during 1983 and 1984. While this attempt was not successful, Mansell became aware 
of the Caribbean Basin Initiative being debated in the U.S. Congress and established numerous 
contacts with the U.S. Agency for International Development (USAID). Mansell also continued 
to produce rice on a small scale in Nicaragua during this time and throughout the iubsequent 

years of the Revolution. 

The end of the Revolution !eft the country, and by consequence the Sebaco Valley, with 
limited human capital and a poor infrastructure. As such, the entrance into the production of 
nontraditional commodities for export faced many constraints. In spite of these constraints, the 
Sebaco valley possessed an ample supply of disciplined labor and Mansell retained an interest 
in nontraditional agricultural exports. This led to Frank Mena, an investor from Louisiana 
approaching Mansell with the idea of growing onions for export to the United States. 

In 1991, Mena provided Mansel! with seed, some technical production assistance and the 
promise of an agronomic technician. As a result, Mansell planted 8.5 manzanas (1 manzana 
equals 0.7 hectares) of onions on raised beds (in contrast to the traditional practice of growing 
in sunken beds) and provided transplants to several other onion growers in the Sebaco Valley. 

With the help of APENN, which provided technical assistance including information on 
registered agricultural chemicals, the onions planted by Mansell began to bulb. However, the 
agronomist promised by Mena nevcr arrived. This left Mansell with a knowledge gap regarding 
post-harvest handling and marketing. This knowledge gap was filled by Doyle Smittle, an onion 
specialist expert from the University of Georgia, who had been requested by APENN through 
Winrock International Farmer-to-Farmer program. 

Upon his arrival Smittle, inspected the quality of the onion crop and provided technical 
assistance concerning post-harvest handling. Concurrent with Smittle's arrival, Ricardo 
Frohmader, the PROEXAG marketing specialist contacted Bob DeBruyn, owner of DeBruyn 
Produce Company, who was in Panama at the time, regarding the possibility of marketing the 
Mansell's onions in the United States. Due to a shortage of onions in the U.S. market, DeBruyn 
agreed to market the onions for a fixed price of $22.00 per bag. However, local strikes delayed 
the movement of the onions to polt and the deal collapsed resulting in the onions being sold on 
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the local market. 
Realizing the export potential of onions grown in the Sebaco Valley, Mansell formed a 

separate company, Manprosa, in 1992, and remained in contact with Bob Debruyn and 
PROEXAG. Additionally, Doyle Smittle was contracted through PROEXAG to provide 
additional assistance for production, post-harvest handling and marketing of onions in Central 
America. Based on his observations in the field, and pungency tests of the onions, Doyle 
Smittle concluded that there existed a potential to market high quality sweet onions in the U.S. 
just prior to the Vidalia onion harvest in Georgia. This resulted in a contact with Robert Grist 
of the Georgia Vegetable Company and the development of the concept of marketing a 'Sebaco 
Sweet' onion. Through the extensive efforts of Smittle, APENN and the PROEXAG staff, this 
deal came to fruition. During the 1992-93 season, Manprosa produced 50 manzanas of onions 
and contracted with 8 other growers for an additional 43 manzanas. This resulted in the 
exportation of 31 containers to the U.S. (15 containers to Georgia Vegetable Company marketed 
as Sebaco Sweets and 16 containers to DeBruyn Produce Company). Three addiional containers 
were exported to Costa Rica. 

The success of this deal has resulted in a substantial increase in onion plantings for 
export. Presently, Manprosa is intending to plant 200 manzanas of onions and to contract with 
local growers for an additional 200 manzanas for the 1993-94 season. The onion deal has also 
fostered the production of additional nontraditional agricultural exports. Due to the reed to 
rotate land, Manprosa is planning to grow haA-,l squash, various other cucurbitu, baby corn and 
elephant garlic. These products will be initialy marketed through the Georgia Vegetable 

Company. 

Both the staff of PROEXAG and its country counterpart, APENN, provided a substantial 
amount ofassistance to the Mansell effort to develop export onion production. Based on internal 
project documents, technical assistance on production, harvest and postharvest handling methods 
were provided by Mark Gaskeli beginning in 1992, and later by Smittle after he was contracted 
by PROEXAG as a short term consultant. Under their guidance, a significant transformation 
of onion production practices occurred with resulting improvements in efficiency and product 
quality. Critical field management assistance was provided by Chuck Holmes, an associate 
grcwer/packer of DeBruyn Produce, who spent several consecutive weeks in Sebaco fields with 
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gI Awcs. 

While the technical assistance to Mansell was -ofgreat importance, probably the most 
important assistance provided to Mansell was in the area of marketing. It is well known that 
in fresh horticultural product markets, quality is a necessary but not sufficient condition for 
gaining market access. This is especially true when attempting to enter export markets. In this 
regard the marketing assistance provided by Ricardo Frohmader, and subsequently Doyle Smittle 
were critical to Mansell's efforts. Frohmader's assistance, which must be considered critical, 
was primarily establishing the initial contact between Bob DeBruyn and Samuel Mansell, and 
in continuing to act as a facilitator and mediator in bringing the initial export shipments of dry 
onions to fruition. Initial onion shipments were made to the Georgia Vegetable Company and 
were facilitated by Dale Krigsvold, and Pam Michel, Chemonics International Transportation 

Specialist. 

Smittle also provided a conduit to Georgia onion marketers such as Robert Grist of the 
Georgia Vegetable Company. This contact was especially critical as it led to the concept and 
development of the "Sebaco Sweet," a high quality sweet onion similar to the Vidalia onion 
which has the potential to command premium prices. 

The interactions between PROEXAG, APENN and Mansell provide a prototypical 
example of the operating philosophy under which project objectives have been pursued. It is 
clear that PROEXAG staff played a major role in the development of the export onion deal in 
Nicaragua that centers on Samuel Mansell and MANPROSA. Mansell is an extremely acute 
entrepreneur. However, when asked the quest;on, "would you have gotten into the export onion 
business without the assistance of PROEXAG the answer was ONO. When asked to attribute 
his burgeoning success to PROEXAG in percentage terms, Mr. Mansell stated that in the first 
year 100% of his "success* must be attributed to PROEXAG, while in his second year of 
operation he attributed about 60% of his success to PROEXAG and the z-maining 40% to his 
brokers. However, given the role that PROEXAG played in nurturing Mansell's relationship 
with his brokers, virtually all of his success remained at least indirectly attributable to the 
activities of project staff. 

In developing the onion Deal, Mr. Mansell received considerable assistance from the staff 
of PROEXAG including Drs. Gaskell, Krigsvold and Smittle as well as marketing assistance 
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from Ricardo Frohmadcr and Smittle. He additionally received extensive help from the staff of 
APENN, most notably James Johnson2. 

Interestingly, Mr. Mansel perceived PROEXAG and APENN to be one and the same, 
while the staff at APENN consider themselves to be somewhat autonomous. As APENN in all 
probability would not have been able to provide Mans-ll with substantive technical support 
without the assistance of PROEXAG, this may be a tri;rl point. However, this perception 
saerves to emphasize the close relationships PROEXAG has developed with some of the oilaterl 
NTAE counterpart organizations in the region. 

While PROEXAG and APENN provided specific technical assistance from production 
through marketing, Mansell considers the most important role that PROEXAGIAPENN played 
was in teaching him to THINK and to understand the entire system from production through 
marketing. In a personal conversation Mr. Mansell made the analogy between the export onion 
deal and a fine dinner at an exquisite restaurant. An exquisite dinner is made up of a sequence 
of many things he said. If something as seemingly insignificant as the salt is missing, then the 
whole dinner can be ruined. So it is with exporting nontraditiol crops to the U.S. market. 
Understanding and paying attention to all of the details are of the utmost importance. Mr 
Mansell feels that PROEXAG/APENN not only taught him thde details, but also taught him to 
appreciate them. This is clear manifestation of the PROEXAG philosophy of enterprise 

development 

It should also be noted that while Mr. Mansell has been a direct beneficiary of the 
activities of PROEXAG, numerous smaller growers in the Sebaco Valley have benefitted as well 
through their relationship as contract growers with Mr. Mansell. The "technology transfer" that 
occurred between Manprosa and PROEXAG has filtered down to smaller growers through the 
market system. This is significant, because it demonstrates the benefits of the PROEXAG 
"philosophy" toward initiating an industry of targeting larger growers that have a reasonable 
chance at diversifying into nontraditional agricultural exports and allowing those individuals to 
transfer technology to smaller growers through a market process rather than attempting to 
directly transfer technology to small scale growers. 

2James Johnson left APENN in 1993 and is now employed by MANPROSA 
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ANNEX D 
U.S. SEED EXPORTS TO CENTRAL AMERICA 

The growth of nontraditional agricultural exports frum Central America has created 
busines opportunities for U.S. agricultural input suppliers. U.S. seed companies have 
experienced steadily increasing demand in Central America since the inception of PROEXAG. 
Data provided by USDAIFAS indicate that total U.S. seed exports to Central America increased 
67% between 1986187 and 1992/93 to $8.6 million (rable D-1). The growth was attributable 
IDthe increased demand for vegetable seed. During this period, vegetable seed exports more 
than quadrupled-$1.1 million to $6.2 million. 

Guatemala has become the largest mar'et in Central America for U.S. vegetable seed 
erts. The growth has been steady in every country except El Salvador, where exports peaked 
during 1988-89. Cantaloupe is the leading vegetable seed export from the U.S. to Central 
America. Snowpea seed is imported from Asia; the performance of U.S. varieties has not been 

satisfactory. 

In addition to the value of the export sales, seed sales generate economic activity in the 
U.S. due to the inputs required to develop new varieties, and produce, process and 'urket the 
seed products. The U.S. Department of Commerce's multiplier for seed production is 1.58712; 
thus, the economic activity in the U.S. arising from the vegetable seed export in 1992/93 to 
Central America was $9.9 million, and totalled $13.6 million for all seed exports. The 
multip.i= effect is higher when the econamic activity resulting from the export processing and 
transportation is considered. 

Representatives from three seed companies were interviewed to gain additional insights 
regarding their Central American sales activities. There are at least five U.S. seed companies, 
as well as at least two Dutch firms, marketing vegetable seed in Central America. The U.S. 
firms are reportedly the market leaders. All three of the interviewed companies have a single 
disitibutor with an exclusive marketing agreement in each Central American country. Large 
shippers usually purchase the seed from these Central American distributors for their growers 
in order to control the variety. This also serves a form of financing assistance; the shipper bears 
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Table D-I. U.S. Seed Expiet toCeatml Ameica. 

___ Y87 

CENTRAL AMERICA TOTALS 
VEGETABLES $1,117,911 

GRAND TOTAL $5,143,169 

FV88 

$1,744,678 

$4,586,961 

Expot Value of Seed 
FY89 PY9G 

$3,387,424 $3,371,844 

$5,681,171 $5,843,868 

FY91 

$3,570,489 

$5,792,672 

FY92 

$558.5,745 

$7,651,196 

PY93 

$6,248,022 

$8,571,343 

VEGETABLES ONLY BY COUNTRY 
BELIZE 

COSTA RICA 

EL SALVADOR 

GUATEMALA 

HONDURAS 

NICARAGUA 

PANAMA 

TOTAL 

$5,92 

$304,295 

$128,530 

$381,305 

$214,707 

$0 

$83,454 

$1,117,911 

$0 

$520,815 

$220,187 

$593,073 

$296,858 

$0 

$113,745 

$1,744,678 

$0 

$801,152 

$385,755 

$1,291,723 

$756,126 

$0 

$152,668 

$3,387,424 

$7,084 

$718,460 

$302,531 

$1,186,026 

$1,053,502 

$47,784 

$56,457 

$3,371.844 

$2,607 

$960,678 

$273,024 

$969,813 

$1,15 .846 

$97,661 

$114,850 

$3.570,489 

$8,308 

$1,329,447 

$284,079 

$1,714,188 

$1,902,768 

$94,806 

$52,149 

5 585,745 

$21,957 

$1,342,993 

$219,554 

$2,562,084 

$1,651,875 

$195,268 

$254,291 

$6,248,022 

Sorce: USDA, Foreiu Agricultun 

npublidwf. 

Service, U.S. Trade Data Colkc*t, Sqtmber 1993. 
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the seed expense and risk until the crop is sold and the cost is deducted from the growers' sales 
revenues. One of the companies entered the Central American market during the 1940s; 
however, none of the companies had significant sales until after the enactment of the Caribbean 

Basin Initiative. 

All three firms expect strong growth in their Central American vegetable sec sales 
during the next five years, however the growth will require continued development of new 
hybrids to meet specific growing conditions. Since seed is very costly and Central American 
growers have a tendency to overplant, there is a potential market for Oplugs*, which are 
transplants. One company has already established a joint venture with its distributor to set up 
greenhouses, grow the seed to transplanting size and then market the "plugs". These value
added products could require additional inputs from the U.S., such as peat moss, watering 
systems and plastic coverings; the greenhouses themselves are most likely to be inported from 
the Netherlands. Central American greenhouse workers will need extensive training in 
greenhouse management in order to develop a successful 'plug" business. 

Panama has imposed phytosanitary testing requirements for squash seed imports; there 
is some concern that the requirements may be expanded to include all cucurbits. Costa Rica also 
had some phytosanitary restrictions on seed imports. Guatemala has instituted a 5% tax on seed 
imports. At least one company is also growing some of its seed in Guatemala and has a seed 
research facility there. However, all of the seed companies interviewed plan to continue 
sourcing most of their seed for the Central American market from the U.S. 
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