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INTRODUCTION
 

This report is the result of three separate efforts made during
 
May and June, 1983 in Flagstaff, Guatemala, and Washington:
 

1. A 	computer analysis of exports by Central American
 
countries to the United States 1978-82 and a review
 
of 1982 U.S. imports of high tariff goods which
 
might be produced in Central America,
 

2. A review of potential short-term export capacity of
 
the region based on the ECOAGRO Report of interviews
 
with factories early this year,
 

3. 	Interviews in Guatemala, New York, and Washington

concerning the present system of assisting and
 
encouraging Central American exports to the U.S.
 
with a view towards suggesting possible improvements
 
to 	U.S. institutions involved.
 

PURPOSE
 

To recommend ways to improve Central American exports to the U.S.
 
taking advantage of the new Caribbean Basin Initiative and of the
 
comparative *.dvantage of Central America to supply exports.
 



I. SUMMARY AND CONCLUSIONS
 

A. Traditional Exports and the Caribbean Basin Initlative
 

1. Analysis of the dAta attached in Appendix A covering
 
exports of million-dollar items of the Tariff Schedule
 
from Central America and Panama to the U.S. during 1978­
1982 shows a very low growth rate of 2.8% per year to
 
$1723 million due principally to the U.S. recession.
 

2. If CBI legislation creating a Caribbean Free Trade
 
Area had been in effect in 1982, only about $180 million
 
(11%) of exports from Central America would have benefitted.
 

3. Of the benefitted exports, 'leef would have accounted
 
for $136 million alone (duty payments $2.6 million) and
 
tobacco for $30 million (duty payments $1.1 million).
 

4. Savings of $4.6 million in duty payments would have
 
resulted, representing 2.56% of the value of benefitted
 
products. It is questionable whether there would have been
 
any uignificant change in exports of these products if they
 
were made duty-free. Accordingly, we estimate the future
 
growth rate of Central American exports to the U.S. at 5.6%
 
per year, the same as overall exports have grown since 1965.
 

5. In percentage of exports benefitted the leading country

would have been Nicaragua (37%) and the least affected would
 
have been El Salvador (1%). In dollar terms duty relief
 
would have been greatest for Honduras ($1.56 million)
 
followed by Costa Rica ($1.47 million), and least for El
 
Salvador ($0.15 million).
 

6. The reason so few presently exported products will
 
benefit from CB! is that most are already duty-free (e.g.

coffee at more than $400 million), or are restricted in
 
the CBI legislation itself (e.g. sugar at $125 million and
 
garments at over $65 million).
 

B. Non-traditional Exports and the Caribbean Basin Initiative
 

We suggest three approaches to creation of new exports based
 
in the short term on utilization of existing excess factory capacity,

in the medium term on exploiting the advantages of the Caribbean Free
 
Trade Area to produce selected products now entering the U.S. from
 



third countries under high tariffs, and in the long term on developing
 
a system of private industrial parks to attract production sharing
 
industry based on the region's comparative advantage of unskilled
 
labor supply at low cost.
 

1. Exporting Excess Capacity
 

We recommend attempting to export current excess
 
capacity of 68 plants in Guatemala, Honduras, El Salvador,
 
and Costa Rica during the next two years. Based on infor­
mation available from the ECOAGRO study some $325 million
 
of three-shift excess capacity is available in 28 industr
 
employing 15,000 workers.
 

We suggest creation of an ad hoc export promotion program
 
under an *export czar' at ROCAP who would devote his efforts
 
exclusively to working directly with the 68 firms to export
 
such of their present product line as is feasible.
 

He would a) verify their present ability to export,
 
b) help those needing foreign market knowledge to get
 
training (with assistance from USAID funds), and technical
 
assistance (through IESC, SUSTAIN, and individual consul­
tants at company expense), c) have two professionals to
 
help him full-time, d) operate Lor 24 months on a budget
 
of $0.5-l.0 million per year, e) terminate his office after
 
24 months, and f) be judged on the increased export sales
 
of the 68 companies in the expectation these would grow
 
by 10-20 times the investment made by USAIU in the 'export
 
czar' program.
 

2. Attract New High Tariff Products
 

Total U.S.imports of high-tariff (over 104 ad valorem)
 
products with a minimum value of $1 million in 1982 were
 
$21 billion. We analyzed this croup seeking new product
 
opportunities for Central America based on the establishment
 
of the Caribbean Free Trade Area under the CBI where such
 
products would enter the U.S. duty-free.
 

From the $21 billion total we eliminated a) all goods
 
excluded by CBI legislation# b) all goods entering under
 
the Generalized System of Preferences where any qualified
 
LDC can enter goods duty-free, c) all goods whose production
 
requires complex industries, very high technology, or
 
capital-intensive operations. We arrived at 178 product
 
groups whose imports totalled $2.15 billion in 1982.
 

These items would he duty-free only from CB nations, thus
 
the entire tariff margin (10% or more of value) would be
 
available to enhance the feasibility of new investment.
 



With the exception of tobacco, all top 10 new product
 
groups have never been exported in significant quantity

from Central America. They include wines, earthenware
 
products, glassware, clocks and watches, dolls, tomato
 
products, ceramic tile, bicycles, and certain plywood

products.
 

It is suggested that counterpart export promotion
 
agencies, such as GUATEXPRO, be informed about these
 
evident opportunities and encouraged to undertake the
 
required research and Lontacting of current producers
 
to try to attract them.
 

3. Prodoction Sharing Promotion Through Private Sector
 

The jotential of a million new industrial jobs in
 
Central |merica in Production Sharing by the year 2000
 
is expec':ed because of the need for companies in advanced
 
nations to seek low cost unskilled labor abroad in their own
 
interest
 i
 

The m;chanism we suggest for development is the private
 
industril park in the same way pioneered by Mexico to
 
create 1(0,000 jobs in 400 companies on its northern border
 
during 1(65-74. Currently ovor 80% of the 130,000 workers
 
employed in maquiladoras are in private industrial parks
 
which su ply buildings and services competitively and make
 
a profit while generating jobs and foreign exchange -- yet
 
which co t the government nothing.
 

With ihe understanding that the current perceived
 
instabil ty in Central America puts serious promotion of
 
Producti n Sharing 2 years off, we recommend that the next
 
two year. be used to prepare for the future. USAID should
 
explore his very complex industrialization method, work out
 
how it Yluld asnist its development country by country in
 
Central kmerica, and begin the necessary planning and
 
contacting of the private sector.
 

C. Evaluatio;i of Support Services Available at U.S. Inatitutions
 

Therg are many organizations, public and private$ in the
 
U.S. which have knowledge of, and interest in, trade. The
 
problefhis that information is dispersed according to the
 
interesc of the person having it -- hence it iu up to the
 
seller to integrate information to the point that he can
 
offer a package to the buyer.
 

USAID has operated a pilot project at the World Trade
 
Institute to help LDC sellers become professional at selling

through tiaining programs, research, and buyer contact, an
 



approach with which we are in accord. In an effort to expand
 
the base of consultants available to assist LDC sellers in
 
this field# USAID has contactad 159 individuale and firmd
 
and obtained Expressions of Interest (RE1'S) from a number
 
of them. We evaluated the REI's reiurned so far according
 
to their strengths to perform certain export/import tasks
 
and have recommended the lists and 2yatems be made available
 
to USAID missions, and that they be updated from time to
 
time.
 

D. Caribbean Basin Statistics
 

Complementing our work on the statistics shown in Appendix
 
A for Central America, we have supplied under separate
 
cover to LAC/DR a printout for the entire Caribbean Basin
 
(x Suriname). A grand total of $7764 million waa exported
 
to the U.S. in 1982, with compound growth from 1978 having
 
been 6.8% per year. Duty collected on "duty-paid' items was
 
only 0.49% and the inference is that the CBI will have no
 
more effect on exports of traditional products from the CB
 
as a whole than we expect from Central America, although
 
our analysis has not been as detailed as it was for Central
 
America. Notable for their high growth rate in spite of
 
paying relatively high duty were 807 Items. These will not
 
be benefitted by the CB1 legislation, but they indicate the
 
strength of the drive towards Production Sharing in the
 
Basin as a whole.
 



I. TiADITIONAL EXPORTS AND THE CBI
 

We analyzed exports from Central America and Panama to the U.S.
 
for 1978-82 using U.S. Department of Commerce import data tapes
 
supplied by Bureau of the Census. We selected products which achieved
 
1982 imports of one million dollars at the five-digit TSUSA
 
classification level. These covered ov)r 94% of all Central American
 
exports to the U.S. The printout showi, in Appendix A provides a
 
listing for each country of the major items giving the 7-digit TSUSA
 
items comprising the totals for each product group, the value imported
 
1978-82, the dutiable value, the U.S. value, the calculated duty, and
 
the shipping weight and per-pound cost by air and surface. Under each
 
product group the computer was asked to separate imports according to
 
the following regimen:
 

1. Duty-paid items are those which arrive in the U.S. from
 
the country of origin or transhipment under the normal
 
tariff and which are not subject to special sibsidized
 
tariff rates as 806.30, 807, or GGP described beiow. For
 
many items, such as coffee, the rate of duty may be zero,
 
but on many others a duty is assessel.
 

2. Article 806 items are listud separately. Under this
 
Article of the U.S. Taritf U.S. metal goods may be exported
 
for processing abroad. Duty is applied on return to the
 
value added abroad and not to the portion of U.S. origin,
 
provided that at least one further processing step occurs in
 
the U.S. after return. This Article is little used at
 
present.
 

3. Article 807 permits the export of goods for assembly
 
abroad. Duty is applied on return to the value added abroad
 
and not to the value of the U.S. goods sent abroad. No
 
further steps are required after the product returns to the
 
U.S. Article 807 is widely used -- the less dev,loped
 
countries supplied about $3.7 billion of value added under
 
this provision in 1981. Most 807 goods imported from LDC's
 
are in the electronics field, while garments and other
 
labor-intensive categories make up the rest.
 

4. The U.S. Generalized System of Preferences (GSP) permits
 
duty-free entry of some 3000 selected products from
 
developing countries. These products are authorized by the
 
President annually. At least 35% of the export value of
 
the product must originate in the developing country.
 
Limitations are set on GSP value from each country and on
 



the share of total imports permitted from any one country
 
of any product group. GSP imports in 1981 from developing
 
countries totalled $8 billion, of which Central America
 
accounted for $310 million.
 

5. The average of the annual growth rates of import value
 
calculated for each year during 1978-82 for each product
 
group is ahown. If the instantaneous rate exceeded 200% in
 
any year, the computer was instructed to ignore that year
 
and to base its calculation on the remaining years. It
 
should be noted that in the earlier years the totals could
 
be reduced by any change in the TSUSA number designation in
 
comparison to that used for 1982.
 

OVERALL RESULTS
 

Table 1 shows an overall summary of the data. The very low growth
 
rate of 2.8% per year from 1978-1982 is a reflection of the recession
 
in the United States during the period. The only bright spot was the
 
doubling of GSP imports to a level of about 10% of the total nupplied
 
from the region, almost all in agricultural products. Imports under
 
807 (there were none of significance under 806) crept up slowly from a
 
very small base, principally from El Salvador and Costa Rica
 
---electronic products from the former and garments from the latter.
 
Considering the problcms of terrorism, reduced investor interest, and
 
foreign exchange difficulties, perhaps the modeat growth (as measured
 
in current dollars) is all that could have been hoped for. That it
 
failed to cover inflation during the period reflects a world problem,
 
rather than a regional problem alone.
 

THE CARIBBEAN BASIN INITIATIVE
 

The CBI now working its way through the Congress contains a
 
series of potential trade benefits for countries in the Caribbean
 
Basin in addition to those now enjoyed. The concept of a Caribbean
 
Free Trade Area where those products now requiring duty, with certain
 
major exceptions, would enter duty-free seems to have important
 
support and is likely to pass. The exceptions include petroleum and
 
its products, footwear, flat leather goods, canned tuna fish, sugar
 
and derivatives, and textiles and garments.
 

These exception; are very large, accounting for over 80% of all
 
exports from the Caribbean Basin. Any product which iiow enters under a
 
quota, such as textiles and garments, is excluded from benefits.
 
Those will continue to enter under regulations as at present. In
 
general the Caribbean Basin countries have a comparative advantage in
 
garment manufacture, --- the elimination of CBI benefits on garments
 



----------------------------------------------------------

----------------------------------------------

TABLE I CENTRAL AMERICA AND PANAMA EXPORTS TO THE U.S.,1978-82, $MM
 

(Million Dollar Products accounting for over 94% of total)
 

DUTY PAID 807 GSP TOTALS
 

COUNTRY 1978 1982 1978 1982 1978 1982 1978 1982 
----------- ---- - ---- ------------ --- - ---

GUATEMALA 302 303 - - 11 25 313 328 

EL SALVADOR 171 210 97 78 9 29 277 318 

HONDURAS 288 278 4 28 31 56 323 362 

NICARAGUA 170 67 10 1 5 21 185 89 

COSTA RICA 229 253 34 59 24 39 260 351 

PANAMA 123 236 - 1 6 5 129 242 

TOTALS 1282 1349 145 166 88 175 1515 1690 

AMOUNT OF DUTY PAiD, 1982, $MM (EX SUGAR DUTIES)*
 
-- ------M------------------------------------


GUATEMALA 1.2 - - 1.2 
EL SALVADOR 1.1 2.0 - 3.1 
HONDURAS 1.6 1.3 - 2.8 
NICARAGUA 0.8 - - 0.8 
COSTA RICA 1.7 2.4 - 4.0 
PANAMA 0.2 0.1 - 0.3 

TOTAL 6.7 5.6 - 12.3 

*Please note that duties paid on sugar are not shown in Appendix
 
A, hence are not included in the above table. The complexities of
 
duty assessment of sugar are ouch that U.S. magnetic tapes show sugar

and related items at a calculated duty rate of zero, even though the
 
U.S. tariff shows the rate for 1982 at 2.98125 cents per pound less
 
0.0421875 cents per pound for each degree under 100, but not less than
 
1.9265625 cents per pound. Guatemala shipped 122 million pounds of
 
sugar in 1982 and probably paid a duty of about $3 million. Such
 
duties will continue to be paid as sugar is not affected by the CBI.
 



is due to union pressures in the U.S. Petroleum will continue to
 
enter under a very low duty and accounts for half of all exports from
 
the Caribbean Basin to the U.S. Sugar is another quota item as are
 
footwear and selected leather goods.
 

The Generalized System of Preferences would no longer apply to
 
the Caribbean Basin countries once the CBI legislation is in place.
 
It would be riplaced by the CBI. The effect on those products
 
currently under GSP in the Caribbean Basin would be to replace the
 
zero duty of the GSP with the zero duty of the CBI. However, the
 
competitive need limitation of GSP (maximum import per product group
 
currently at $55 million per country) would not apply under CBI.
 
Also, the rules of origin under CBI are more lenient than under GSP in
 
that they are expected to permit up to 15% of the required 35% value
 
originating in a CB beneficiary country to come from the U.S. and its
 
posessions, including Puerto Rico. This feature could benefit
 
assembly-type operations where it is often difficult to achieve a full
 
35% in a developing country. The CBI would protect the benefits now
 
enjoyed under GSP for an extended period --- GSP in scheduled to
 
terminate at the end of 1984 unless extended by the Congress.
 

IMPACT OF THE CBI ON TRADITIONAL PRODUCT EXPORTS
 

Appendix A shows all the million dollar 5-digit TSUSA products
 
exported from Central America in 1982. Selecting those which would be
 
affected by CBI legislation (i.e. those not already benefitting from
 
duty-free status and those which are not exceptions in the legislation
 
itself, such as 806/807, petroleum, sugar, garments, etc.) we show in
 
Table 2 the items which now pay duty and which would be duty-free.
 

Only about 11% of 1982 Central American and Panama exports to the
 
U.S. would have been benefitted by the CBI, amounting to about $180
 
million out of a total export of $1723 million. The duty paid in 1982
 
on benefitted products amounted to $4.6 nillion, or an average of
 
2.56% of their value, it is questionable whether there would be any
 
significant change in exports of these products if they were made
 
duty-free.
 

In percentage of 1982 exports affected, the leading country would
 
have been Nicaragua with 37.33% and the leant affected would have been
 
El Salvador with 1.25%. In dollar terms, duty relief would have been
 
greatest for Honduras (41.56 million) followed by Costa Rica ($1.47
 
million), and least for El Salvador ($150,000).
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DISCUSSION
 

The reason that so few presently-exported products will qualify
 
for CBI benefits is that most are already duty-free. Coffee exports
 
from Central America totalled over $400 million -- yet coffee pays no
 
duty. *Lhor big-ticket items such as sugar ($125 million) and
 
garments (over $65 million) will continue to pry duty. Many fruit and
 
vegetable products are now under GSP, hence pay no duty, whereas a few
 
years ago all paid duty.
 

Clearly, CBI will have only a modest impact, if any, on
 
traditional exports from Central America and Panama.
 

GROWTHZ
 

In view of the above, we do not expect that growth in traditional
 
products exports will be affected by CBI significantly.
 

From 1965-1980 real growth of total exports in constant dollars
 
has averaged 5.6% per year for Central America and Panama taken
 
together. Projecting at this rate from 1982 to 1985 indicates 1985
 
exports to the U.S. will be about $2 billion, up from $1.7 billion in
 
1982. This increase appears reasonable assuming the U.S. recovery
 
currently underway continues.
 



III NON-TRADITIONAL EXPORTS AND THE CSI
 
-- - - - --- -- - - -m- - - - -w -


In our opinion the key to economic development offered by the CBI
 
is more than currently embodied in emerging legislation -- it is in
 
the political recognition that the Caribbean Basin is important to the
 
future well-being of the United Statqs. Implied in this recognition
 
in that future policies to assist the region economically will include
 
implementation of a broad program of infrastructure investment and
 
other ne':essary programs, especially involving the private sectors of
 
the U.S. and the Caribbean Basin.
 

From this point of view the potential of the CBI should be
 
considered broadly -- not merely through analysis of present
 
legislation. The preceeding chapter can be seen as proving a
 
point already widely known -- that the tariff-reductLion provisions in
 
the presently projected law will have little economic effect since
 
so few traditional products pay duty now.
 

What about non-traditional products? Are there opportunities for
 
creation of entirely new exports from Central America and Panama? If
 
so, what steps should be taken to see that they are accomplished?
 

APPROACH
 

We have t'ndertaken three approaches to finding non-traditional
 
*xportat
 

1. EXPLOIT CURRENT EXCESS CAPACITY
 

The ECOAGRO study supplies information about exce~s
 
capacity of existing potential exporters already operating
 
in Guatemala, El Salvador, Honduras, and Costa Rica. These
 
factories, many of which were built to serve regional
 
markets, may in some cases be able to export. Some may not
 
be efficient because they were highly-protected small units,
 
but because they are currently operating and can possibly
 
price marginal production at world competitive levels, they
 
should be studied and then encouraged to export, it this is
 
feasible. An important advantage of this approach is that
 
some positive results may be achieved in 12 - 18 months from
 
now.
 

2. HGII TARIFF PRODUCTS
 

C81 legislation currently under consideration offers
 
duty-free entry to Caribbean Basin products. It is useful
 



to examine products which enter the U.S. at high duty rates
 
of 10% ad valorem or above from all over the world. Those
 
non-traeitional products which could enter duty free iihould
 
be evaluated for opportunities to use comparatl"e advantages
 
available in Central America and Panama. The approach is to
 
analyze U.S. '.nport data for million dollar high-tariff
 
itents, using tht computer at The Flagstaff Institute, then
 
eliminati product groups, such as garments, which will not
 
benefit tiom CSI, and finally analyze the remaining products
 
for opportunities.
 

3. PRODUCTION SHARING
 

Opportunities for new exports exist in production sharing
 
with advanced nations such as the United States %hich could
 
be enhanced through the CBI. Our study of Costa Rica in
 
1981 showed that while exports under Article 807 to the
 
U.S. in competition with 20 other LDC's covered 10 important
 
product groups n which Costa Rica had an advartage, that
 
country was ignoring a much larger market (over 10 times as
 
large) in 64 other product groups it had not yet begun Lo
 
produce, yet in which it also would enjoy competitive
 
advantages. The structural changes underway in U.S.
 
industry will present an opportunity in coming years for
 
Central America and Panamna to exercise their comparative

advantage in unskilled labor. Gaining new exports from
 
production sharing is a difficult task, and will take time
 
to achieve. This approach will require infrastructure
 
investments in industrial parks and tranport systems and,
 
in our opinion, further incentives to American manufacturing
 
companies by the U.S. Congress in order to be successful.
 

Each of the above approaches is covered in a following separate
 
chapter.
 



IV EXPORTING CURRENT EXCESS CAPACITY
 

THE SITUATION
 

The ECOAGRO study completed in 1983 for ROCAP contains data
 
on 73 factories in Guatemala, H1 Salvador, Honduras, and Costa Rica

(we left out those in Nicaragua by agreement with ROCAP) which appear

to offer export potential based on (1) impot-.ance of exports outside
 
the CACM (Central American Common Market), (2) growth of exports by

major categories, (3) estimated profit margins, (4) degree of
 
utilization of labor and domestic materials, and (5) extent of excess
 
capacity.
 

Rearranging data in the ECOAGRO Appendix, it can be shown
 
that about $325 million of annual excess capacity (based on three

shifts) existed in 1981 in factories employing about 15,000 persons:
 

COUNTRY PRODUCTION NUMBER ESTIMATED NUMBER
 
VALUE, 1981 OF EXCESS CAPACITY OF
 
$ MILLION WORKERS $ MILLION PLANTS
 

--------------- ------ ----m-------------------


GUATEMALA 85 3893 107 
 19
 
EL SALVADOR 59 4352 39 18
 
HONDURAS 87 2386 79 13
 
COSTA RICA 105 4321 100 23
 

TOTALS 336 14952 325 
 73
 

This excess capacity may provide the key to a relatively

rapid increase in short-term (12-18 months) exports provided that the
 
products can meet quality and price constraints in export markets,

that ample markets can be found, and that companies can become
 
efficient in exporting.
 

ANALYSIS
 

Excess Capacity by Product Group
 
--------mm----m----------m--------


Table 3 shows the relative importance of the various product
 
groups having a 1981 excess capacity over $1 million each and covering

the output of 68 plants. The top five groups (pharmaceuticals,
 
cement, canned fruits and vegetables, miscellaneous food products, and
 



-------------------------------------------------------

-- -------------- ------------- --------------------

TABLE 3t SELECTED CENTRAL AMERICAN PRODUCT CATEGORIES WITH
 

OVER $1 MILLION OF ANNUAL EXCESS CAPACITY IN 1981
 

INDUSTRY MILLION DOLLARS NUMBER OF
 
CLASSIP. NAME PRODUCT EXCESS WRKRS PLANTS
 
NUMBER IN 1981 CAPACITY
 

3522 Pharmaceuticals 29 65 681 6 
3692 Cement, Lime, Gypsum 17 40 491 1 
3113 Canned food and vegetables 16 29 741 3 
3121 Miscellaneous food products 9 23 345 5 
3115 Pats and Oils 19 21 1037 2 
3211 Textiles 51 17 3738 5 
3412 Paper and Paperboard Boxes 7 13 92 3 
3220 Clothing except shoes 14 13 1452 6 
3119 Cocoa, chocolate, candy 11 12 967 3 
3710 Primary Iron & Steel 17 11 364 5 
3839 Electrical Apparatus/Supplies 19 10 490 3 
3512 Pertilizer/Insecticide Mixing 34 9 570 1 
3240 Footwear 5 7 598 3 
3831 Electrical Machinery, indstrl 3 7 181 1 
.529 Chemicals, nec 37 7 432 2 
3560 Plastics fabrication 1 7 105 1 
3829 Machinery, except electrical 1 6 44 1 
3720 Primary nonferrous metals 4 5 123 1 
3620 Glass 8 4 344 1 
3811 Tableware, handtools, hardwr 6 4 211 1 
3311 Sawmill products 4 3 245 3 
3231 Leather tanneries 6 3 130 1 
3215 Cordage mills 5 2 320 1 
3140 Tobacco manufactures 7 2 176 1 
3319 Wood products - 2 113 1 
3523 Soapr cleaners, cosmetics 2 1 363 3 
3233 Leathe: products, ex shoes 1 1 78 2 
3909 Misc. manufactures (pencils) 2 1 92 2 

TOTALS 333 324 14523 68
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fats and oils) represent over half the total excess capacity available
 
and comprise 17 plants with 3300 workers. Unless a product group has a
 
minimum of a million dollar export potential, efforts to export it are
 
not likely to earn sufficient return.
 

Export Panorama
 

Leaving aside exports of commodities like coffee, bananas,
 
and sugar which Central America has been doing well for years, let us
 
look at the newer exports of manufactured products -- including
 
processed food products -- and examine some of the efforts to increase
 
exports now underway.
 

Very few Central American owned and operated factories have
 
achieved notable success in exporting outside the CACM. One can
 
recall the outstanding growth in export of high quality towels from El
 
Salvador a few years ago, and the recent export of household
 
appliances from Costa Rica (which the Government of Costa Rica
 
effectively squelched by adding a 10% export tax this year). However,
 
for tie most part, export to CACM markets was the primary
 
industrialization goal -- and these markets were heavily protected to
 
encourage import substitution. hence, small and inefficient plants

by world standards were able to function profitably without learning

about external markets, systems, and methods of competition.
 

A few foreign-owned plants operating under U.S. Tariff
 
Articles 806/807 exported successfully to their home markets, just as
 
they were designed to do from the beginning. Semiconductors from El
 
Salvador and garments from Costa Rica are examples. These were
 
founded to take advantage of the availability of low-cost unskilled
 
labor in Central America. They never had a marketing problem as their
 
parent firms already controlled shares of foreign markets. This type
 
of plant is expected to become a major source of export growth foi.
 
Central America -- an opportunity disc*-";d separately in the chapter
 
on Production Sharing.
 

In the food processing field the export of beef and
 
shellfish and selected fruits and vegetables (pineapples, peas) has
 
been successful. Market access for beef and shellfish is relatively
 
simple given the right price and quality -- aid meeting inspection
 
regulations. Pineapple is much more difficult, but in this case it
 
was a foreign firm with market dominance which came seeking a source
 
of fruit, -- a repetition of the reason for the banana business.
 

It is no exaggeration to say that Central America lacks
 
knowledge of external markets for many products it now makes
 
including many of those in Table 3.
 



---------------------------

----------------------------

Current Export Institutions
 

As CACM began to lose its luster, a number of institutions
 
were created throughout Central America to encourage exports. USAID
 
played a role in building, first, export agencies, such as GUATEXPRO,
 
then a special export bank, BANEX, in Costa Rica, and has been moving
 
recently to establish trading companies through private sector groups,
 

such as the 'Non-traditional Exporters GuildO in Guatemala.
 
Furthermore, for a number of years USAID has sustained a research and
 

to
promotion institution in New York, The World Trade Institute, 

assist in practical problem-solving in export development. Other
 
international agencies, such as Inter-American Development Bank,
 
Central American Bank for Economic Integration, Organization of
 

American States, UNCTAD and UNIDO have funded research and operations
 
i.n the export field. The International Executive Service Corps (IESC)
 
has supplied experts to various companies and agencies. A new
 
service, SUSTAIN (Sharing United States Technology to Aid in the
 
Improvement of Nutrition), has recently been added by USAID.
 

It is beyond the -cope of our work to estimate how much
 

money has been spent over the past decade to create and develop an
 

export infrastructure and train individuals in the public and private
 

sectors in export development. But it is clear tL; the review we
 

made of GUATEXPRO's 1983 budget that quite a bit of export
 
future
infrastructure is now in place -- available to be used in 


export drives. GUATEXPRO has a budget of $1.2 million for 1983 which
 

covers about 500 man-months of work (42 people full-time equivalent).
 
A bit over $1 million is accounted for by what we would call overhead
 
functions: 

General Management/Administrative Services 
Contact with Overseas Embassies/Offices 

$ 400,000 
300,000 

Market Research 220,000 
Cooperation/Training 
Incentives/Financing 

94,000 
54,000 

TheLe is not much left for special projects, such as helping
 

to export excess capacity of existing plants, but perhaps some
 
assistance can be derived from the infrastructure now in place.
 

Export Training and Promotion
 

Th ultimate interest in exporting must rest with the seller
 

-- his gain from the sale of his goods in export is the greatest.
 
None of the transporters, customs agents, bankers, government
 



officials, or chamber of commerce executives stands to gain -- or,
 
more particularly, lose -- as much as the seller. They must be content
 
with their salaries or thin margins for the tasks they perform in
 
connection with the sale. Taken together, their profits total only a
 
small fraction of what the seller obtains in a successful transaction.
 

Thus, it is the seller who must be convinced to try to sell
 
in export -- and to accept the responsibility. If he is interested, a
 
seller can obtain a lot of information and training quickly and at low
 
cost from existing programs. For example, The World Trade Institute
 
offers a seminar "Export Market Entry Strategies' which lasts two
 
weeks in New York to international marketing executives for about
 
$3650 to introduce them in a practical way to the complexities of
 
exporting. Included in the seminar is direct selling experience using
 
the executive's own products in the New York area. Other training
 
programs are held from time to time in Central America -- but they
 
lack the practical 'hands on' experience provided by programs in
 
major world marketplaces, such as New York.
 

We were told by the Guild of Non-Traditional Exporters in
 
Guatemala that many sellers interested in exporting were too small to
 
invest in overseas training -- or even in air tickets to visit the
 
United States to seek markets for themselves. Such persons must seek
 
the help of export agencies, ouch as GUATEXPRO -- but if GUATEXPRO
 
spends too much time with very small potential exporters, it will not
 
increase Guatlemala's exports very much. Unless small exporters can
 
group themselves in product-oriented groups to reduce marketing costs,
 
it is unlikely they will be able to export successfully.
 

SUGGESTED APPROACH
 

It must be presumed that the 68 factories shown in Table 3 are
 
interested to increase sales and profits. Their litany of problems
 
with credit and government red tape and foreign country tariffs and
 
quotas discussed in the ECOAGRO report could be expected, in part,
 
because of the depressed world economic situation during the period of
 
the interviews. In the rising world market now in prospect, perhaps
 
exports can 5e increased in spite of the obstacles listed:
 

1. Problems of quality, volume, reliable availability of
 
agricultural raw materials.
 

2. Lack of efficiency of production methods.
 
3. Need to replace old machinery.
 
4. Scarcity of qualified workers.
 
5. Limitations imposed by maritime transport systems
 



In the short term it may not be possible to rectify all of these
 
problems along the lines proposed in the ECOAGRO study. An approach
 
which seeks to build real exports immediately from the best
 
opportunities now available to the 68 candidate factories will have to
 
be taken, in our opinion. Our suggested approach follows:
 

1. Begin at the top of Table 3 and verify within each
 
product-group whether each factory can export more now.
 

To do this, it will be necersary to contact
 
those in each company who have the knowledge
 
and power to direct change. In the case of
 
pharmaceuticals, for example, it may be necessary
 
to contact their foreign headquarters for this
 
information.
 

2. For those companies willing and able to increase exports
 
immediately, but who have no knowledge of :oreign markets,
 
seek to provide the assistance and training required to enable
 
them to contact buyers directly and to deal with those buyers
 
adequately.
 

In this step the strict preparation required by
 
The World Trade Institute of each exporter to
 
supply professional a'lality information about
 
his product and to knuw the FOB price he must meet in
 
order to export will be important. Of course, if a
 
foreign market is already available, as it may be to
 
pharmaceutical producers, this step would not be
 
required.
 

3. For those companies which require some technical assistance in
 
factory operations, seek to provide it through the IESC, SUSTAIN,
 
or by direct consulting contract. The exporting company should be
 
required to assume the financial obligations of these various
 
services completely.
 

Contact with a qualified buyer may be one of the best
 
ways to find technical help. Then the technical
 
improvements made are directed towards satisfying
 
the buyer as well as keeping costs low.
 

4. It in likely that relatively few companies' products will
 
turn out to be exportable in the short term. It is very
 
difficult to "imlise" a quick export solution on an existing
 
body of "import-substitution" plants and find it viable. But
 
the alternative is to dc, nothing in the short term with the
 



existing plant capacity and run the risk that businessmen in
 
Central America will not be able to wait for the longer
 
term solutions ouggested in the following chapters.
 

5. The method we suggest to carry out the above program is to
 
create an ad hoc project, headquartered at ROCAP, and run by a
 
*czar" for a period of 24 months. Performance will be measured
 
by how much the exports of the 68 firms are increased. New
 
products ar not to be considered -- and only the 68 firms
 
shown in Table 3 are candidates. No new companies should be
 
accepted -- and the ad hoc project should aboolutoly terminate
 
at the end of 24 months. (See ECOAGRO for the code as to
 
which firms are actually included in the 68).
 

The 'czarw would be provided the cooperation of the various
 
USAID offices in Central America. The project would have its
 
own funds for travel, communications, consultants, ;raining

seminars and programs, and would be staffed by two professionals

in addition to the *czar'. The professionals would be experienced

businessmen from the U.S. private sector, at least one with a
 
background in the food industry, and thc other with engineering

experience. T - project would rely on ROCAP for general services
 
and office space.
 

The similarity between the above suggestions and those already

made by ROCAP for the establishment of the post of Private Sector
 
Advisor is noted. The differences ares (1) that the project is
 
of 24 months duration, (2) that the scope of work is
 
confined to promoting exports of excess capacity already
 
identified in a specific group of 68 firms, (3) that liaison with
 
counterpart institutions in various r ntral American countries
 
will be the exception, rather than the rule, since contact will
 
normally be made directly with the 68 firms, and (4) that no
 
prior commitment is made to The World Trade Institute or other
 
group to supply services.
 

Clearly, many services will be needed -- both of a practical
 
'get the buyer and seller together' nature, and of a training

type -- for which The World Trade Institute is qualified. But it
 
will be up to the project team to decide the approach to take in
 
each instance, and ultimately to the 'czar" to commit research
 
and training funds.
 

The budget should be in the range of $ 0.5 - 1 million per
 
year. The measure of success should be that this cost be returned
 
10 - 20 fold in annual export sales increase of the 68 companies.
 



It may be argued that the Oczarl should also have technical
 
assistance funds available to help the 68 companies make the
 
necessary improvements required in certain cases to qualify
 
to export. We believe that this is not required, that the
 
companies themselves, in their own interest, should make any
 
improvementn required. If they need technical advice, they can
 
get it through IESC or SUSTAIN (with the help of the project to
 
set up the contract), or from their customers or consultants, or
 
through counterpart institutions. But little of value will result
 
if the companies do not want to invest their own funds in
 
exporting.
 



------- -------------------- 

V ATTRACTING NEW HIGH TARIFF PRODUCTS
 
-

THE SITUATION
 

Current draft CBI legislation calls for the elimination of
 
all tatiffs on U.S. imports from beneficiary countries of those items
 
not excluded by the legislation itself. Certain nontraditional
 
exports currently entering the U.S. from other countries under high

tariffs might be produced efficiently in CB countries, especially

given the extra margin created by eliminating the tariff.
 

ANALYSIS
 

U.S. import data for 1982 show that about $21 Billion of
 
million-dollar high tariff goods with duties charged at 10% ad valorem
 
equivalent or more entered from all sources during the year. 
A
 
breakdown of entries by major product area is shown in Table 4.
 

Our analysis of this list was based on the following:
 

1. Eliminate all goods excluded by CBI legi3lation
 
including goods under quotas.
 

2. Eliminate all goods currently entering under the
 
GSP program at zero duty rnta. The argument for this
 
is that other countries will continue to supply the
 
U.S. market with GSP goods in competiton with CB
 
countries, hence the opportunity provided by tariff
 
elimination will not be as great. A second argument

is that GSP opportunities have been around since 1976,

and if goods are not already supplied from CB countries
 
under GSP, there may be good competitive reasons.
 

3. Eliminate all high technology gocds requiring

complex or capital-intensive integrated industries for
 
successful operation. In this way, we eliminated
 
organic chemical intermediates, dyestuffs, alloy steel,

complex metal products such as ball bearings, and
 
motor vehicles -- all of which appear beyond the reach

of Central America at this tJme. This is not to say

that there will not be opportunities in these items,

only that it is unlikely that funds invested in the
 
attraction of these industries will be prodictive in
 
the short term.
 



--------------------
TABLE 4t UNITED STATES 1982 IMPORTS OF HIGH TARIFF GOODS* AND
 

m-------------------------------------

SELECTED OPPORTUNITIES FOR CARIBBEAN BASIN EXPORTS
 

TSUSA NAME IMPORTS SELECTED 
RANGE 1982,$MM FOR CB,$MM 
- -m-m------- --------------------------- -- ---------­

100-199 ANIMAL/VEGETABLE PRODUCTS 1358 745 
200-299 WOOD/PAPER/PRINTED MATTER 308 85 
300-399 FIBERSTEXTILES,APPAREL 7436 -

400-499 CHEMICALS 1346 -

500-599 NONMETALLIC MINERAL PRODUCTS 835 518 
605-607 PRECIOUS METALS 182 -
607-612 IRON & STIEL 1790 -
612-644 OTHER METAL PRODUCTS 66 -
646-648 NAlLSSCREWSLOCKSHDWARE 20 20 
64R-652 TOOLSCUTLERY,FORKS,SPOONS 337 43 
652-660 MISCELLANEOUS METAL PRODUCTS 56 -
668-682 MACHINES AND PARTS 628 -
682-683 GENERATORSMOTORSTRNSFRMRS 59 -
683-684 LIGHTING EQPT, APPLIANCES 31 -

685-686 RADIO/TV TRNSMTTRS/RECEIVERS 43 38 
687-688 ELECTRONIC TUBESSEMICONDUCT 47 36 
688-688 WIRING HARNESSES 52 -
692-694 MOTOR VEHICLES 1439 
700-706 FOOTWEAR,HEADWEARGLOVES 1879 -
708-715 OPTICALMEDICALINSTRUMENTS 683 2 
715-722 WATCHES/CLOCKS/TIMING DEV. 157 153 
722-728 PHOTO EQMUSICAL INSTFURNTR 143 m 
730-731 ARMS AND AMMUNITION 46 30 
731-732 FISHING TACKLE 95 78 
732-734 WHEEL GOODS 85 82 
734-737 GAMES AND SPORTING GOODS 29 -

737-740 MODELSDOLLSTOYS 564 143 
740-745 JEWELRY, BEADS 360 34 
745-748 BUTTONSBUCKLESFASTENERS 22 20 
748-791 MISCELLANEOUS 259 112 

OTHER 584 12 

TOTALS 20931 2151
 

* MILLION DOLLAR MINIMUM IMPORT, EFFECTIVE DUTY RATE 10% AD VALOREM 
OR GREATER. 



We are left with a group of products which currently pay
 
high duty to enter the U.S., which only the CB countries will be able
 
to supply at zero duty, which are not too complex or capital-hungry to
 
be produced in the near future, and which have an import volume over
 
$1 million per year each (a level large enough to justify research
 
into whether they might be viable). These are summarized in Table 4
 
and shown in detail in Table 5. The total of these products is $2.1
 
billion, or 10% of the total U.S. import of high-tariff goods in 1982.
 

The size of the potential market for the top ten product
 
groups (many with more than one TSUSA number) is shown below:
 

U.S. IMPORTS, 1982
 
ITEM $MM
 

1. WINES, CHAMPAGNE 225
 
2. EARTHENWARE PRODUCTSCHINA 210
 
3. GLASSWARE 177
 
4. CLOCKS/WATCHES 153
 
5. DOLLS 137
 
6. TOMATO PRODUCTS 112
 
7. CERAMIC TILE 105
 
8. BICYCLES AND PARTS 98
 
9. PLYWOOD PRODUCTS 74
 

10. TOBACCOS 69
 

TOTAL 1360
 

OR 63% OF SELECTED U.S. IMPORTS
 

SUGGESTED APPROACH
 

What is wholly new about CBI is illustrated in the
 
above ten product groups. With the exception of tobacco, none of the
 
product groups has been exported in appreciable quantities before from
 
CB countries. Now, because of an increase in the margin available for
 
production by the amount of reduction in the duty (at least 10% of
 
value, fob, and frequently more), it is necessaryto consider the
 
feasibility of manufacturing them in CB countries.
 

While it is true that the new margin may be
 
insufficient to justify local manufacture, given other variables in
 
the competitive equation, and, even if it is sufficient, manufacturers
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must be convinced to invest rather than stay where they are, it is
 
also tru:. thnt the CBI will force a reappraisal of the competitive
 
structures of the above industries, as well as others.
 

To force such reappraisal should be the main goal of
 
any efforts to promote new industry by CB countries. Those firms
 
which already enjoy the U.S. market are the prime prospects for
 
promotion. One or more of them in each industry might be persuaded to
 
establish a new facility in Central America, for example, in order to
 
gain an advantage over competition. They know the market, know how to
 
produce the product, and represent the most rapid way to build new
 
enterprise in CB countries.
 

The suggested approach, therefore, is to contact firms
 
in each of the above industries with an explanation of how the CBI
 
will affect the potential for their business. The existing
 
counterpart promotion institutions, such as GUATEXPRO, should be used
 
to establish thic contact, carry out the necessary research as to
 
whether the new tariff margin will, indeed, make it possible for a
 
firm to compete from Central America, and move ahead to attract firms
 
to their respective countries in competition with each other.
 

Following contact with a few of the most important
 
firms in each industry, it may become clear that there are obstacles
 
to be overcome in local infrastructure, or in transport, in order to
 
make the investment worthwhile in certain cases. This is the bread
 
and butter of promotion organizations -- problem solving to capture a
 
potential customer -- and should be carried out by them, perhaps with
 
occasional support from ROCAP for research on general infrastructure
 
problems.
 



----------------------- --- - - - - - ---- -

VI PRODUCTION SHARING OPPORTUNITIES * 

THE SITUATION
 

The growing need by advanced industrialized nations for
 
increased access to unskilled labor supplies was never more evident.
 
The entry-level industrial wage in the United States and Japan is now
 
$6 per hour actually worked including all fringe benefits. This is
 
about $1.50 per hour above the U.S. minimum wage, but the truth is
 
that you cannot attract qualified workers to industrial jobs in
 
sufficient numbers at the minimum wage any more.
 

The reason for this is the disappearance of unskilled
 
labor (defined as those persons in the workforce with an education
 
level of 8 years or less) during the past 40 years. In 1940 unskilled
 
labor formed half of the U.S. labor force of 50 million persons.
 
Today, it is about 6% of a 100-million person labor force. By the
 
year 2010, it will be about 1% of a labor force of 140 million.
 

Manufacturers are selectively damaged by the
 
disappearance of unskilled labor in America. They employ about one
 
out of each three unskilled workers -- by far the largest single
 
employer of unskilled labor. Commerce and services taken together
 
employ a second worker (almost), and the third works for all other
 
employers in the economy. If manufacturers increase wages to attract
 
unskilled labor from hospitals or garbage collection, they will lose
 
out to foreign competition. And the hospital or city sanitary system
 
will hire the worker back at $10 per hour if they have to, simply
 
because services are vitally necessary in the city -- they cannot be
 
moved -- and customers can be forced to pay higher rates easily.
 

Increasingly, those manufacturers dependent on
 
unskilled labor have moved operations requiring it overseas during the
 
past two decades. The advanced nations, taken together, created one
 
to two million manufacturing jobs in the developing countries during

the period 1960-1980 we estimate. The esteemed management
 
philosopher, Peter F. Drucker, has estimated that this trickle will
 
turn into a flood during 1980-2000. Because of the U.S. demand for
 

rknowledge-workers" to operate its computer-based industries, Drucker
 
forecasts that major structural changes will occur in the demand for
 

-------------------------------------- m--------- m-----­
* PRODUCTION SHARING -- "Using the labor, wherever the labor is,
 

to serve the market, wherever the market isu -- Peter Drucker,
 
Seminar, The Flagstaff Institute, Flagstaff, Arizona, July 14, 1978
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labor in U.S. industry. All products requiring 50% or more labor in
 
their manufacturing cost will either be automated or sent overseas by
 
2000. He guesses that half will be automated and the other half
 
exported. The implication is that the U.S. will create seven to nine
 
million new unskilled jobs overseas by 2000. If the rest of the
 
advanced nations are included (and all face the same problem), a total
 
of 10- 20 million new jobs in industry will become available to the
 
developing nations during the next 20 years or so. This is ten times
 
the number created during 1960-80 and represents a major revolution in
 
world industrial structure.
 

The principal suppliers of unskilled labor values to
 
the U.S. can be shown best by the imports of goods under Tariff
 
Articles 806/807 defined earlier. These are the export-and-return
 
provisions for charging duty only on value added abroad when U.S.
 
components are sent overseas for assembly or processing. In Table 6
 
the top 15 LDC supplier-countries are shown for 1980-81. Table 7
 
gives a review of changes between 1980 and 1981 and is of value
 
because it shows the types of products for which 806/807 provisions
 
are utilized.
 

ANALYSIS
 

Estimate of Present Employment
 

In 1981, total value-added (dutiable value) under
 
806/807 by LDC's amounted to $3.65 billion. Of this total, Caribbean
 
Basin countries added about $200 million. If the CB were a single
 
country, it would rank in sixth place, just ahead of the Philippines.
 
Actually, two-thirds of the CB total was added in the Islands
 
(principally Haiti, Dominican Republic, and Barbados), and only
 
one-third in Central America (principally El Salvador and Costa Rica).
 

Growth during 1980-81 in the CB was only 5% -- very low
 
in proportion to the 14% exhibited by all developing countries -- and
 
well below the 11% growth of Western Hemisphere suppliers as a whole.
 

Under the U.S. Generalized System of Preferences, the
 
CB grew 8% from 1980 to 1981 to about $750 million of exports which
 
were duty-free into the U.S. Only a few of these were labor-intensive
 
manufactured products -- some 80% were agricultural.
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As a guess, we would estimate that some 40-50,000
 
manufacturing jobs in the CB depend on 806/807/GSP. Of these, some
 
15,000 are in Central America.
 

Estimate of Possible Future Employment
 

If the American need for labor-intensive manufactures
 
expands as Professor Drucker believes it will, and if the CB increases
 
its 806/807 market share from 50 at present to 22% in the expanded
 
future market --- as it should because of its nearness to the U.S.
 
---, the implication is that the number of Caribbean Basin jobs in
 
manufacturing would increase to 1.5 - 2.0 million by the year 2000.
 
Of these, the Central American total could reach half, or 0.7 - 1.0
 
million. Taking into account the growing markets for similar goods in
 
Europe and Japan, the Central American total may be over a million
 
export manufacturing jobs by 2000.
 

It is a generally accepted rule-of-thumb by development

economists that in a developing country one new direct manufacturing

job automatically results in two additional new jobs elsewhere in the
 
economy. So the potential for Production Sharing in Central America
 
is a total of three million new jobs throughout the economy.
 

The obvious benefits to Central America of realizing

this potential merit close, supportive, continuous activity by ROCAP
 
and USAID in general.
 

Reasons for Considering Production Sharing Possible
 

The reasons for optimism regarding Production Sharing in
 
Central America are:
 

1. The entry level wage in the region is $0.40-0.80
 
per hour actually worked including fringes. This is
 
lower than Hong Kong, Taiwan, Singapore, Malaysia, and
 
the Mexican Border today. Because of the ample supply

of unskilled labor, it is likely that this wage will
 
rise only slowly in real terms, and Central America
 
will remain competitive over the next several years.
 

2. The U.S. economy is recovering from the recession
 
and manufacturers are beginning to consider overseas
 
expansion once again.
 

http:0.40-0.80


3. El Salvador and Costa Rica have a decade of
 
experience in working successfully with U.S.
 
factories under 806/807 -- including survival
 
during very difficult times. This reservoir of
 
experience, narrow as it is, can enhance the rate
 
of accoptance by new companies.
 

4. There is a small but groving cadre of experienced
 
managers, supervisors, engineers, and technicians
 
who have already been trained in world class compet­
itive plants. Their services will continue in high
 
demand as export industry expands and becomes more
 
complex.
 

5. An important advantage is that Central America is
 
close to the United States -- two or three hours by
 
air, three or four days by ship -- in contrast to
 
Asia which at a minimum is twenty hours by air and
 
seventeen days by ship.
 

Characteristics of Production Sharing -- to 2000
 

The probable nature of new industries which might be
 
attracted in the future and the implications for Central America are
 
discussed below:
 

1. Companies offering the best prospects will be those
 
pressed by competition to seek lower labor costs, not
 
only at the unskilled level, but, increasingly, at
 
higher levels of skill -- including engineering.
 

2. These firms will represent a growing wave of
 
transfer of technology on a regular basis from the
 
developed countries.
 

3. Capital requirements per worker will be higher than
 
in the past, and worker output per hour will be higher
 
because of this capital. Singapore has recently set a
 
minimum of $25,000 per year value-added-per-worker in
 
order for new firms to qualify for its attractive
 
incentives program. This may be compared with Mexico's
 
average value-added-per-worker per year of under $8000
 
in its border industrialization program in 1981.
 

4. As technology epands and as more companies are
 
established in Central America, there will arise ample
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opportunity for Central American firms to become
 
suppliers to industry. This creation of economic
 
linkages will take place because international firms
 
will promote it in their own interest. The export

learning process will, thereby, be accelerated and
 
spread throughout the Central Americdn economy.
 

5. Implications of Production Sharing for Central
 
A:.erica are a doubiing of the present manufacturing
 
labor force (in establishments over 5 workers each),

and greatly increased foreign exchange earnings.
 
A million new industrial export jobs with each job

representing $10,000 of exported value added per
 
year means $10 billion of annual foreign exchange

earnings for the region as a whole.
 

SUGGESTED APPROACH
 

What is Needed to Attract Industry
 

At a given time relatively few unskilled workers in the devloping

world are available to the manufacturer seeking offshore facilities.
 
This is because of the lack of industrial infrastructure and
 
initiative in many poor countries which have not yet begun to organize

themselves to attract manufacturing investment. It is also because of
 
constraints of geography, aarket access, and relative wage level which
 
a given manufacturer seeks. Not every location is, therefore, fully

competitive with every other locaLion from a given manufacturer's
 
point of view.
 

Included in the list of industrial infrastructure requirements

are: ample supply of unekiiled labor, a few laborers of higher skills
 
(mechanics, electricians), supervisory trainees, :epair and
 
maintenance shops and services, a good plant site with expansion

possibilities, reliable public utilitiec and communications at
 
reasonable cost, a building ready for immediate occupancy which can be
 
fitted up to the manufacturer's specifications access to reliable
 
frequent low cost transport by air and surface, economic and political

stability, a good business climate, good living conditions for
 
managers and technicians sent to operate the plant initially

(including schools for their children), a red-tape free system of
 
duty-free import/export of raw materials, machinery and equipment,

finished products, and a competitive set of incentives.
 

Most of all, there should be a perception on the part of
 
government at top levels that attracting manufacturing industry is of
 



high priority to the country, a willingness to support and enhance the
 
investment-attraction process, and a publicly-expressed favorable
 
attitude towards industry, including foreign industry.
 

Central America's Situation
 

To a great extent Central America lacks industrial infrastructure
 
and initiative to carry out an investment-attraction program. The
 
program undertaken by El Salvador beginning a decade ago was the only

notable success in bringing electronics firms to Central America, but
 
political instability and terrorism have brought the program to a
 
halt. Furthermore, work needs to be done to improve transport

frequency, reliability, and cost throughout the Caribbean Basin as a
 
whole -- we have seen a number of examples where the transport cost
 
from Asia has been lower for a given product to the U.S. than from the
 
Caribbean.
 

Where to Begin -- The Private Sector
 
- - - - - - - - - - - - - - - m-- - - -


It may seem revolutionary to suggest that the Central American
 
private sector become the focus of industrial development under
 
production sharing, but in the sense of accomplishing government

objectives, and providing capital and management to the
 
investment-attraction process, we believe the private sector holds the
 
development key.
 

One has only to examine Mexico's Border Industrialization Program

during the period 1965-74 to see the efficacy of letting private

industrial park developers along the Border carry out a few simple

policies established by Government to reduce unemployment in the
 
region. In ten years, private industrial parks created 100,000 new
 
manufacturing jobs in over 400 companies, without the use of any

government funds, and with only one simple rule to go by: If the
 
product was to be exported 100%, all raw materials, machinery and
 
equipment, and supplies could enter duty-free in-bond, and no taxes
 
would be levied on exports. No income tax exemptions applied -- nor
 
did the government enter the investment-attraction process except when
 
invited by the private sector to speak at a seminar, or cut the ribbon
 
at a new plant. Today, the program stands at 130,000 jobs, over 80%
 
of which are in private industrial parks built with loans from private

banks in Mexico and the U.S. and costing the government nothing.

Several of the industrial parks have been quite profitable, and the
 
rental rates charged are competitive with those in industrial parks

elsewhere.
 



Based on the Mexican experience, we estimate it costs about $3000
 
to create a new industrial job at a private industrial park. This is
 
measured over ten years and includes infrastructure, buildings, and
 
administrative and promotional costs. It does not include land
 
ownership, since land should be leased at agricultural rental costs
 
for 30 - 50 years, if possible. And, it does not include the cost of
 
machinery and equipment which the manufacturer brings with him.
 

A typical industrial park would employ 10,000 after ten years and
 
would be exporting value-added at the rate of $50-100 million per
 
year. Ten such parks are needed in El Salvador today to change che
 
business climate -- If they were privately operated, and helped,
 
rather than interfered with by government, they would learn how to
 
attract investment as the Mexican industrial parks did in direct
 
competition with each other. And they would generate more exports
 
than El Salvador's leading crop -- coffee.
 

A system of funding thi development of such industrial parks
 
should be worked out -- including guarantees to assure that rent for
 
the full period of the lease (5-10 years) is paid even though a
 
company decides to leave before its lease is up. Such assurance makes
 
it less difficult to borrow funds to build industrial parks.
 

Finally, each industrial park should begin with a minimum
 
investment and expand only as demand requires -- staying 6 months
 
ahead of demand for shell buildings, limiting infrastructure additions
 
to the immediate needs of the shell buildings actually built and under
 
construction (no vast paved, lighted areas waiting for customers).
 
Construction of infrastructure and buildings should cease when demand
 
dries up temporarily -- then begin again when rising demand permits.
 
The industrial park management groups will achieve succecs by being
 
effective intermediaries for their clients with government -- and
 
making sure that clients stay profitable.
 

The flexibility required in dealing with many types of clients
 
and the need for rapidity of response to their demands makes the
 
private industrial park a much better industrial developer than
 
government. But government has been the leader in El Salvador and
 
Costa Rica in attracting industry -- it rve'uld get money to construct
 
buildings -- and it had the initiative to do something. We believe it
 
is time for a change to a more effective investment-attraction system
 
to take advantage of the production sharing opportunity. Governments
 
would continue to set policy, establish incentives, and work to smooth
 
the investment-attraction process.
 

At present it is difficult to attract new industry to Central
 
America because of the widespread perception among industrialists
 



of instability throughout the region. It may take several years
 
before even the most stable country in the region can mount an
 
effective industrial park development program. Meanwhile, existing
 
programs in Panama and Costa Rica are likely to continue, but without
 
significant effect.
 

However, unless research and planning for eventual industrial
 
park development programs take place now, there will be further delays
 
later when the promotion ambient is more favorable.
 

USAID and ROCAP should undertake preliminary analyses of how each
 
Central American country might be assisted by a private industrial
 
park development program. Such analysis would include developing a
 
thorough understanding of the nature of the modern industrial park in
 
LDC's and how it has evolved into a powerful instrument for industry
 
attracti n and management.
 



VII UNITED STATES j.STITUTIONS PROMOTING INTERNATIONAL TRADE
 

As part of our wor we have undertaken to identify U.S
 
institutions which are currently in the business of promoting
 
international trade and/or identifying import/export opportunities.
 
In addition, we have reviewed responses to Requests for Expressions of
 
Interest made by USAID from a number of consultants and, based on
 
these, have devised a system for linking their specific expertese to
 
problems found in the field.
 

Institutions
 

The institutions offering services in foreign trade are
 
listed in the book, FOREIGN TRADE MARKETPLACE, published in 1977 by
 
Gale Research Company, Book Tower, Detroit, Michigan 40226. A shorter
 
list, more directly related to Caribbean interests was published in
 
1983 by the U.S. Department of Commerce, International Trade
 
Administration, as the wCaribbean Basin Business Information Starter
 
Kit'. The lists contain names, addresses, and telephone numbers of
 
embassies, consulates, trade offices, world trade centers, steamship
 
lines, railroads, trucking companies, airlines, ports, permanent trade
 
expositions, advertising firms, public relations firms, trade
 
journals, banks, U.S. Department of Commerce offices, U.S. Customs
 
offices, customshouse brokers, importers, exporters, trade
 
negotiators, indi.stry associations, and chambers of commerce.
 

An excellent source for state agencies and local contacts
 
throughout the U.S., Canada, and the U.K is 01983 Site Seekers Guide"
 
published by the Business Facilities Publishing Company, Inc. This
 
250 page document lists state and city industrial development

agencies, railroads, port authorities, foreign trade zones,
 
associations, and site location consultants.
 

The more-than 500 pages of material in the above lists is
 
too much to reproduce here. Furthermore, while it may be useful as a
 
reference for starting a search for information about new exports from
 
Central America, it is far from complete in providing a map for
 
further investigation. One can cite Thomas' Register, the Dun and
 
Bradstreet Million Dollar Directory, and Moody's Industrials as
 
sources which cupplement the above by providing the names and data
 
about companies producing various products -- these are found on the
 
shelves of every U.S. Embassy library in Central America.
 

In the sense that all the abo,'e sources have an interest in
 
trade, the information is valuable. But one will find that each unit
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described has a narrow knowledge of trade in the areas of its
 
immediate interest. Steamship companies know about steamships, but
 
not very much about railroads. Customahouse brokers know about the
 
rules and systems of importing/exporting but little about financing.
 
Banks know about financing trade, and are quite good aL getting buyers
 
and sellers they happen to know together, but their knowledge about
 
other aspects of trade is modest. This puts the uttimate
 
responsibility for seeking new markets on the seller -- and on the
 
seller alone. It is he who must integrate the information from all of
 
the above into a particular package to interest a buyer. Some buyers
 
already have foreign trade experience with other sellers and can be
 
helpful to a new seller with respect to some aspects of trade, but it
 
depends on their own interest as to how much they will tell of what
 
they know.
 

Trade Consultants
 

As a result of this neeo to integrate information, some
 
firms specialize in import/export consulting in fairly narrow areas of
 
product lines. Trade associations in some cases can be of help in the
 
lines their members trade in. Pull line consulting firms can research
 
a particular proposed new export and conduct pre-feasibility studies
 
which integrate the information required. In the end, the most useful
 
information is learned by contact between seller and buyer, and then
 
by conducting successful trades over many years.
 

USAID recognized that in developing countries it is
 
difficult for possible sellers to find out about the U.S. market. It
 
has supported a pilot project at the World Trade Institute in New York
 
since 1976 to try to train LDC sellers how to become professional
 
about selling, to do research, and to establish contact with buyers.
 
The budgets available have been modest, but it is our impression that
 
the approach is fundamentally correct.
 

In an effort to broaden the consulting base available to LDC
 
sellers, USAID in 1983 undertook to establish contact with consulting
 
firms interested to supply research and promotion services to LDC
 
exporters. Appendix B lists the 159 firms/individuals expressing
 
initial interest, and the names of 15 of these who had submitted more
 
detailed REI information by July 1, 1983. (Unfortunately, delays in
 
publishing notices in certain parts of the country have not permitted
 
a complete response by the deadline for this report.) But the sample,
 
though small, seems to cover a range from individuals to large
 
full-line consulting firms and can be analyzed as if it were
 
representative.
 



A review of the REI's is summarized in Table 8. It in based
 
on the documents submitted to USAID, although we had prior knowledge

of the qualifications and reputations of several of the respondents.
 

We sought strengths in the following areas,
 

1. Foreign work -- work germane to imporL/export

in foreign countries. (USAID did not request direct
 
Caribbean or Latin American experience in its REI)
 

2. Caribbean -- experience in the Caribbean Basin. 

3. Marketing -- experience in marketing foreign 
products in the U.S. 

4. Production -- general experience in production or
 
engineering and/or specific experience in production
 
in foreign countries.
 

5. Transport -- knowledge of modes, costs, problems#
 
and other anpectn Df shipping freight between the U.S.
 
and other countries.
 

6. Finance -- ability to structure financial deali
 
and/or work in international finance.
 

7. Customs -- dealing with customs lawn and officials
 
in the U.S. and foreign countries.
 

8. Regulatory -- deali9g with agencies such as USDA and
 
FDA and/or legal aspects in foreign countries.
 

9. Government Relationa -- experience in dealing with
 
foreign governnents and agencies.
 

10. Management -- connulting or operating experience in
 
foreign conpanien and/or U.S. companicu oversean 
oporat ion,;. 

11. 	Procurtient -- work in purchaning gooda and services 
for foreign companies. 

12. 	 CAtegory -- VheLher reapordent wan a firm or an 
individual, and whether a consultant or a principal 
activo in foreign operations. 

Bach strength wan rated an *good* or 'outstanding'. As can be
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noted in Table 8, a number had few, or no, "outstanding" strengths.
 
Several others had a single *outstanding" strength, as in marketing or
 
finance. Five firms had experience and skills in a number of
 
categories -- such that we rate them generally qualified to assist in
 
all types of traue promotion and investment attraction. We would also
 
rate the World Trade Institute in this category.
 

Suggested Use
 

Depending on the nature of the problem, USAID now has a system of
 
seeking assistance from many trade consultants -- either in narrow
 
specialties, or in general trade problem-solving. It will be very
 
useful to USAID missions to have this systematic listing of
 
consultants available -- and to update the list from time to time. It
 
will also be useful to review the performance of consultants over time
 
as experience with them is developed and to revise the strengths
 
analysis.
 



VIII CARIBBEAN BASIN STATISTICS
 

Complementing our computer analysis of data on exports from
 
Central America and Panama# we have supplied under separate cover to
 
LAC/DR USAID Washington a printout covering all countries in the CBI
 
except Suriname, which was added to the most recent tentative
 
legislation.
 

For l032, the totals are: General Customs Value
 
Million Dollars
 

U. S. Imports:
 

Duty Paid Items 6894 
807 Items 542 
806 Items -

GSF Items 327 

Total 7764
 

Calculated Duty:
 

Duty Paid Items 29
 
807 Items 26
 

Total 55
 

Compound Annual '-rowth Rate, 1978-82
 

Duty Paid Items 
807 Items 
GSP Items 

4.8% 
36.2% 
34.5% 

Total 6.8% 

Analysis
 

Overall the amount of duty collected on "duty-paid" items was
 
only 0.42% of their value, while duty collected on 807 Items was 4.79%
 
of their value (and 14.86% of the value addid under 807 in the
 
Caribbean Basin). In spite of higher duties, 807 Items were the
 
fastest-growing. The C!I legislation will not exempt 807 Items from
 
duty, but, as we have indicated earlier, a great deal of future growth
 
in the CB depends on Pro:. tion Sharing which 807 trade represents.
 



APPENDIX A
 

CENTRAL AMERICA AND PANAMA MILLION DOLLAR EXPORTS TO THE U.S.
 

1978 - 1982
 

Based on 5-digit TSUSA totals of at least
 

one million dollars in 1982.
 

Source: 	Import data tapes IA-245 and IA 245A
 

for 1982, U.S. Department of Commerce
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APPENDIX B
 

LISTS OF TRADE CONSULTANTS EXPRESSING INTEREST IN WORKING
 

WITH USAID TO ASSIST IN SOLVING CARIBBEAN BASIN TRADE PROBLEMb
 

B-i 15 CONSULTANTS SUBMITTING REI'S 

B-2 PRIMARY LIST OF RESPONDENTS 

B-3 SUPPLEMENTAL LIST OF RESPONDENTS 



APPENDIX B-i
 

15 FIRMS/INDIVIDUALS PROVIDING RESPONSES BY JULY 1
 

TO USAID'S REQUEST FOR EXPRESSIONS OF INTEREST
 

"	Robert R. Nathan Associates, Inc.
 
1301 Pennsylvania Ave., NW 

Washington, DC 20004 


James W. Fay 

Vice President 

(202) 393-2700
 

"	Joint Services Group, Inc.
 
1025 Connecticut Ave., NW 

Washington, DC 20036 


Simon Pinniger

President 

(202) 467-6410
 

" 	Robert Willets Hardy
 
Box 146 

New Vernon, NJ 07976 


Robert W. Hardy 

Principal 

(201; 540-8344
 

" 	Gellman Research Associates, Inc.
 
100 West Ave. 

Jenkintown, PA 19046 


Frank Berardino 

Senior Vice President 

(215) 884-7500
 

" Associated Consultants International
 
701 B Street 

San Diego, CA 92101 


Guy C. Hill 

President
 
(619) 237-0847
 

" 	Charles N. McClain
 
400 S. Berendo #110 

Los Angeles CA 90020 


(213) 487-6207 


" 	Mattea Co., Inc.
 
26 Pleasant Avenue 

Tenafly, NJ 07670 


Matthew Tai 

(201) 871-1745
 

" Sergio A. Chuy
 
845 MacArthur Boulevard 

Oakland, CA 94610 


(415) 465-8848 


-Large, well-known firm
 
with extensive consulting
 
experince in in overseas
 
economic development
 

@Specialists in interna­
tional trading; invests in
 
and manages joint-ventures
 
with foreign companies
 

.Individual entrepreneur
 
specializing in marketing
 
in the U.S. for European
 
firms
 

@Small consulting firm with
 
strengths in technology
 
transfer, public policy
 
and business strategy
 

•Management consulting firm
 
with unknown capabilities
 
in the international field
 

@Individual with marketing
 
and government experience,
 
primarily in West Africa
 

-Individual with experience
 
in China and Hong Kong
 
international trade
 

.Individual with technical
 
and marketing experience,
 
primarily in Peru
 



" Robert E. Jay 
1876 Stonesgate Street 
Westlake Village, CA 91361 

(805) 495-8207
 

"	Rudolph S. Tadey
 
National BusineEs College 

3024 Forest Hills Circle 

Lynchburg VA 24501
 

(804) 384-o4oo
 

"	American Trade Management Group
 
5333 Mission Center Road 

San Diego, CA 92108 


Stephen A. Brennen 

President 

(619) 291-6174 


" 	Barnett & Engel 
9 Marion Road 
Westport, CT 06880 

Stanley A. Barnett 

Nat Engel 

(203) 226-0118
 

" Winningham International, Inc. 
933 L Street, NW 
Washington, DC 20044 

R. Samuel Winningham 

President 

(202) 289-0091
 

" 	John G. Keller
 
PO Box 12764 

Research Triangle Park 

North Carolina, 27709 


(919) 929-8622
 

"	Professional Analysts, Inc.
 
743 Country Club Road 

Eugene, OR 97401 


Donald Jacobs 

Vice President, Marketing 

(503) 485-6877
 

.Individual seeking employ­
ment in sales/marketing
 

-Individual seeking employ­
ment
 

*Consulting firm whose
 
principal has impressive
 
qualifications in a U.S.
 
company's Latin American
 
operations
 

@Partnership whose princi­
pals have extensive opera­
ting and consulting experi­
ence internationally
 

-Firm specializing in pro­
viding representation in
 
the U.S. for foreign com­
panies involved in export
 

-Expert in toxicological
 
evaluation of chemicals
 
and consumer products (1)
 

-Consulting firm with ex­
pertise in computer,
 
financial and management
 
training
 



APPENDIX B-2 PRIMARY LIST OF RESPONDENTS
 

ASTRA Associates
 
ATTN: F. H. Salerno
 
POB 9121
 
Bridgeport, Conn. 
06601 Mr. F. H. Salerno
 

The Empire Group

220 West 19th Street
 
New York, N.Y. 10011 Walter Plackh
 

Janiel Duddy, President
 
Dan Duddy, Inc.
 
240 9th Avenue
 
New York City, New York 10001 Mr. Duddy
 

Kim E. Chantarit
 
1510 Key Blvd.
 
Arlington, Va. 
 22209 Kim E. Chantarit
 

George Janis
 
80 Wall St.
 
New York, N.Y. 10005 Mr.Janis
 

Nancy Berge
 
PfP
 
2441 18th St. NW
 
Washington, D.C. 20009 Ms. Berge
 

Albert Ashe
 
120 Beach 19th St.
 
Far Rockaway, N.Y. 11691 Mr.Ashe
 

F.W.Haas & Co.
 
331 Madison Ave.
 
New York, N.Y. 10017 Mr.Haas
 

Thomas Francis
 
415 E. 78th St.
 
N.Y., N.Y. 
 10021 Mr. Francis
 

R. M.Shrestha
 
374 Third Ave.
 
Troy, N.Y. 12182 Mr. Shrestha
 

Barbara Morris
 
the Clarkson Co.
 
5630 Connecticut Ave., NW
 
Washington, D.C. 
 20015 Ms. Morris
 

Thomas H. Dugan

1215 Francisco St.
 
San Francisco, Ca. 94123 Mr. Dugan
 



Ramon Medrano Jr.
 
Nedrano International
 
45 Fairview Ave.
 
Suite 15 H
 
New York, N.Y. 10040 Kr.Medrano
 

N. Danforth Oates
 
81 Irving Place
 
New York, N.Y. 10003 Kr. Danforth
 

Gail Layden
 
The Futures Group, Inc.
 
76 Eastern Boulevard
 
Galstonbury, Ct. 06033 Ms. Layden 

V.S. Gogia 
2 Maxine Ave. 
Plainview, N.Y. 11803 Mr. Gogia 

Peter B. Davis 
Development Associates, Inc.
 
2924 Columbia Pike
 
Arlington, Va. 22204 Mr. Davis
 

Thomas Walker
 
SYSTRAN
 
70 W. Hubbard St.
 
Chicago, Illinois 60610 Mr. Walker
 

Nigel Bramich
 
AFRAM
 
137-139 Mamaroneck Ave.
 
Mamaroneck, N.Y. 10543 Kr.Bramich
 

B.F. Eibner
 
293 Kenrick St.
 
Newton, Ma. 02158 Mr.Eibner
 

Richard E. Seltzer
 
Development Planning & Research Associates, Inc.
 
200 Research Drive
 
P.O. Box 727
 
Manhattan, Kansas 66502 Mr. Seltzer
 

Rebecca J. Steller
 
Temple, Barker & Sloane, Inc.
 
33 ayden Ave.
 
Lexington, Massachusetts 02173 Ms. Steller
 



John L. Verde
 
Rutherford Corp.
 
575 E. Linden Ave. Box 151
 
Linden, New .ersey 07036 Mr. Verde
 

Humberto Luque
 
J.H.Luque Co.
 
114 Liberty St., Suite 204
 
New York, N.Y. 10006 Mr. Luque
 

A.L. Renna
 
Vorld Trans Med
 
Chase Manhattan Bank Bldg.
 
252-34 Northern Blvd
 
Little Neck, N.Y. 11363 Mr.Renna
 

William Kramer
 
Rolex Co.
 
385 Hillside Ave.
 
Hillside, N.J. 07205 Mr. Kramer
 

Curtis C. Gentry
 
c/o CHP International
 
1010 W. Lake St.
 
Oak Park, Illinois 60301 Mr.Gentry
 

Stanley Stewart
 
734 Union St.
 
Bangor, Maine 04401 Mr.Stewart
 

J.F.Karl
 
P.O.Box 824
 
Utica, New York 13503 Mr. Karl
 

Irving W. Miller
 
39 Chestnut St.
 
Huntington, N.Y. 11743 9Mr. Miller
 

Dinka Pandya
 
Dominant Flavors & Aromatics Co.
 
4020 Hempstead Turnpike
 
Bethpage, N.Y. 11714 Ms.Pandya
 

Bill Cook
 
P.O. Box 38
 
Syosset, N.Y. 11791 Mr. Cook
 

Craig Rovzar
 
Rovzar Associates
 
1530 The Alameda
 
Suite 200
 
San Jose, Ca. 95126 Mr. Rovzar
 



George Becker
P.O.Box 670
 

Bronxville, N.Y. 10708 Mr. Becker
 

James F. Stone
 
INVLMAR
 
P.O. Box 8327
 
Ft. Worth, Texas 76112 Mr. Stone
 

Sam Rashedy
 
TAMY
 
1021 Route 206, F-11
 
Bordentown, N.J. 08505,Mr. Rashedy
 

Paul B. Anthony
 
ANTCO International
 
444 Grand "t.
 
Paterson, N.J. Mr. Anthony
 

R. Hackett
 
61 Wood St.
 
Jefferson VLY, N.Y. 10535 Mrs. Hackett
 

R.S.Tadey
 
Rt. 2, Box 128
 
Gladys, Va. 24557 Mr. Tadey
 

W.P.Schlicht
 
60 E. 42nd St.
 
New York, N.Y. 10165 Mr.Schlicht
 

Donald H. Garretson, Jr.
 
260 Knollcrest Rd.
 
Mountainside, N.J. 07092 Mr. Garretson
 

George F. McDonald
 
McDonald & Ferdinandi
 
1441 Park Ave.
 
Cranston, R.I. 02920 Mr. McDonald
 

Mae W. Fry
 
Social & Scientific Systems, Inc.
 
2401 Virginia Ave.,N.W. 5th Fl.
 
Washington, D.C. 20037 Ms.Fry
 

Harry B. Schwartz
 
Granite Associates
 
45 W. 34th St.
 
N.Y.,N.Y. 10001 Mr. Schwartz
 



DP Associates
 
16 Moffett St.
 
Pittsburgh, Pa. 15243 Dear Sirs:
 

Terri Wegenka
 
Midwest Research Institute
 
425 Volker Boulevard 
Kansas City, Missouri 64110 Ms.Wegenka 

Abel 0. Malvestiti 
33-45 94th St.(3D) 
Jackson Heights, N.Y. 11372 Mr. Malvestiti 

Peter C. Dinos 
899 Boulevard East 
Weehawken, N.J. 07087 Mr. Dinos
 

!!ormoz Sabet
 
ul'f Associates, Inc.,
 

30 Rockefeller Plaza
 
N.Y., N.Y. 10020 Mr. Sabet
 

George T. Long
 
Stanford Envineering &
Management gystems Corp
 

Suite 525, Century Bldg.
 
2341 Jefferson Davis Highway
 
Arlington, Va. 22202 Mr. Long
 

Robert Hardy
 
Box 146
 
New Vernon, N.J. 07976 Mr.Hardy
 

Rajat Purkayastha Associatei
 
51 E. 42nd St. Suite 517
 
N.Y., N.Y. 10017 Mr.Purkaynatha
 

Cyriac Thannikary
 
Thannikar International Coi ioration
 
Suite No.7 K
 
42-55 Golden St.
 
Flushing, N.Y. 11355 Mr. Thannikary
 

Joseph B. McNamara
 
115 Pine Grove Ave.
 
Summit, N.J. 07901 Mr. McNamara
 

Ernest J. Bobick
 
P.O.Box 279
 
New City, N.Y. 10956 Mr.Bobick
 



Jeanne Bonner
 
Logical Technical Services Corp.
 
71 W. 23rd St.
 
New York, N.Y. .10010 Hs.Bonner
 

Peter J. Zantal
 
6 Scott Court, Apt.C-4
 
Ridgefield Park,N.J. 07660 Mr.Zantal
 

Leonard L. Franklin
 
42 Jane Street
 
N.Y.,N.Y. 10014 Mr. Franklin
 

Chaman L.Gupta

9 Princeton Dr.
 
Plainview, N.Y. 11803 Mr. Gupta
 

S.J.Fierat
 
Global Liaison Associates
 
23-33 30th Ave.
 
Astoria, N.Y. 11102 Mr. Fierat
 

Gilbert C. Donovan
 
204 Passaic Ave.
 
Sprinp Lake, N.J. 07762 Mr.Donovan
 

John J. Murphy
 
355 Scarsda e Road
 
Tuckahoe, N.Y. 10707 Mr. Murphy
 

Frank Rocco
 
29 Ohayo Mtn. Rd.
 
Woodstock, N.Y. 12498 Mr. Rocco
 

Richard Craven
 
International Operations Services
 
P.O.Box 30929
 
J.F.K. Airport Station
 
Jamaica, N.Y. 11430 Mr. Craven
 

P.Box 365 
N.Y.,N.Y. 10036 Mr. Ebong
 

S.L.Ettman
 
Diagnostics
 
1475 N.W. 97th Ave.
 
Miami, Fl. 33172 Mr. Ettman
 

Matthew Tai
 
Mattes Co., Inc.
 
26 Pleasant Ave.
 
Tenafly, N.J. 07670 Mr. Tai
 



APPENDIX B-3 SUPPLEMENTAL LIST OF RESPONDENTS
 

1. Joint Services Group Washington, DC
 

2. ANROW Sciences Rockville, MD
 

3. KRAMER Associates Washington, DC
 

4. Action Progrms Intl. Washington, DC
 

5. Public Affairs Asso. New 	Jersey
 

6. Sandra Wishner & Asso. Maryland
 

7. The Granville Corp Washington
 

8. University of Pennsy. Philadelphia, PA
 

9. SIMAT Intl. Ltd. Washington, DC
 

10. Basic Tech. Corporation Arlington VA
 

11. Experience Inc. Washington
 

12. Science Applications Norfolk VA
 

13. Case & Co. New York, Stamford, Chicago, LA, San Francisco
 

14. Urban Resources Washington
 

15. Energy Inc Washington
 

16. ..	 Washington
ErnstGWhinney 


17. George W. Kyle New Mexico
 

18. Development Decisions Atlanta GA
 

19. THORNTON LABORATORIES Tampa, FL
 

20. Watson Rice & Co. Washington DC
 

21. Perspective 	 San Diego
 

22. Institute for Devlopment 	Anthropology New York
 

23. Horizon Trading Co Washington, DC
 

24. Kaufman Washington DC
 

25. 	 William E. Henderson Madisonville, Kentucky
 

Silver Spring Maryland
26. Expand Associates 




27. Attonatid Services 

28. Harbridge '4; usq 


29. Intsea 


30. Russell & Axon 

31. International Business Services 


32. Pannell, Kerr, Forster 


33. E.H. White & Co. 


34. Lawrence Wasserman 


35. Arthur Young & Co. 


36. Phoenix Asso. Inc. 


37. Barnett & Engel 


38. Management/Design Resources 


39. Miranda Asso. 


40. Price, Waterhouse 


41. S.A. Brennen 


42. Health Services Intl 


43. Development Alternatives-


44. Delex Systems 


45. The Synectics Group 


46. Symons 


47. Georgia Tech Research Institute 


48. Booz-Allen & Hamilton 


49. Columbia Research Corp 


Gellman Research Asso. Inc. 


51. RRNA 


52. Checci & Co. 


53. Peat Marwick 


54. American Consulting Engineers 


SS. Lynnhaven Group 


McLean, VA 

Washington, DC 

Washington, DC 

St. Louis, MO 

Washington, DC, NJ, CO, VA, FL 

Washington, DC 

DC 

Bethesda, MD
 

DC
 

Bethesda, MD
 

Westport, CT
 

Fairfax, VA
 

Md, DC, Puerto Rico
 

DC
 

La Jossa, CA
 

McLean, VA
 

DC
 

VA
 

DC
 

Illinois
 

Georgia
 

MD
 

MD
 

PA, DC
 

DC
 

DC
 

DC
 

FL
 

VA
 



56. Peter F..Koch 


57. RPI. International 


58. Dennis Nied 


S9. Applied Economics 


60. Aquatec International 


61. Systematics General 


62. Dewberry & Davis 


63. Gneral Physics 


64. Everest Consulting 


65. International Science 


66. Gredy R. Poole 


Tech Inst. 


67. Boyle Engineering Corp 


68. Research Found. of St. U of NY 


69. Energetics 


70. Systems Applications 


71. HJK&A 


72. International Maritime 


73. Kendall Square 


74. Charles River Assoc 


7S. University of Southern Maine 


76. Professional Analysts 


77. Maguerite Kaminiski 


78. Ted Rowland 


79. Atlantis Inc. 


80. Harmon Engineering & Testing 


81. Organizational Consultants 


82. Earth Tech Inc. 


83. Univerisity at Carbondale 


84. IBE International 


Illinois
 

NY
 

NJ
 

Seattle, WA
 

CT, Cairo
 

MD
 

VA
 

MD
 

NJ
 

DC
 

MD
 

CA
 

NY
 

MD
 

CA
 

DC
 

DC
 

MA
 

MA
 

Portland, Maine
 

f6t68 Oregon
 

New Mexico
 

NY
 

CA
 

AL
 

Seattle, WA
 

MD
 

Carbondale, I11ir61s
 

NY
 



85. Clapp aid Mayne, Inc., 


86. Gerda Carlstedt 


87. North Carolina State U. 


88. Man Tech International Corp. 


89. ABT Asso. 


90. Creative Associates 


91. University of Iowa 


92. Scott-Ortech 


San Jian., PA
 

NJ
 

HC
 

VA
 

DC
 

DC, VA
 

10
 

Colorado
 


