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PREFACE

The Second General Conference of the United Nations Industrial
Development Organization (UNIDO), held st Lima (Peru) in March 1975,
recommended that UNIDO should include in its activities a systes of contiruing
consultations between developed and developing countries with the aim of
increasing the participation of the latter in world irdustrial production by
means of enhanced international co-operation. Subsequently, the United
Nations General Assesmbly, at its seventh special session in September 1975,
supported this recommendation.

In May 19680 the Industrial Development Board decided to establish the -
Systea of Consultations on a persanent basis, and in May 1982 approved the
rules thereof (The System of Comsultatioms, PI/84), stipulating its
principles, objectives and characteristics - in pearticular:

"The Systea of Consultations shall be an instrument through which the
United Nations Industrial Development Organization (UNIDO) is to serve as
a forums for developed and developing countries in their cootacts and
consultations directed towards the industrialization of developing
countries.

The System of Comsultations shall seek action-oriented measures
towards increasing the share of developing cowmtries in world industrial
production and creating mew industrial facilities in developing countries
contributing to the establishment of a Wew International Economic Order.
To that end, the problems associated with the industrializetion of
developing countries shall be considered on a continmuing basis from a
policy, economic, financial, social and techmical point of view.

The Systeas of Consultations shall relate to co-operstion between
developed and developing countries and among developing countries
themselves.

The System of Copsultstions would also permit negotiatioms smong
interested pariies at their request, at the same time ss or after
consultstions.

Participants of each mssber country should include representatives of
govermments, industry, lebour, consumer groups and others, as deemed
sppropriate by each Govermment.

Bach Consultation Meeting shall formulate a report, which shall
include conclusions and recomsendations agreed upon by consensus and also
other significant views expressed during the discussions.”
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Coosultation_cn_the_Food-processing Industry with Emphasis_on_Sugar-cane_
Processing

At its second session in October 1986, the Industriasl Developwent Board
decided to include the Inter-regional Consultation on the Food-processing
Industry with Emphasis on Sugar-cane Processing in the programme of
consultation meetings for the biemnium 1968-89.

In accordance with this decision and the programme of work adopted, the
Inter-regional Consultation on the Food-processing Industry with Emphasis on
Sugar-cane Processing will be beld in Vienna, 26-30 September 1988.

Preparatory activities have begun at the regional level, including:

- Preparation of documents on the sugar—cane processing industry in the
Latin American and Caribbean Region and Asia;

- Regional Expert Group Meetings for Latin Awerica, the Caribbean, Asia
and the Pacific.

The Expert Group Meeting for Latin America and thk: Caribbean was
organized by UNIDO in close collsboration with the Secretariat of the Group of
Latin American and Caribbean Sugar Exporting Countries (GEPLACEA) and the
International Trade Centre (UNCTAD/GATIT). The meeting was held at Viemna,
Austria, from 8-10 Decesber 1987.

The objectives of the meeting were:

(a) To discuss the present situation of the sugar-cane processing
industry with special emphasis on diversification of the industry
and the potential for expansion of by-products development that can
be used for various purposes;

(b) To discvss the potentials for, and perspectives of applying new
cost- and energy-saving technologies aiming at reducing production
costs;

{c) To identify common and specific constraints which hamper the
development of this industry in the developing countries of the
region;

(d) To examine and propose ways and means for international
co-operation and actions needed to overcome identified constraints;

(e) To select specific issues for further elaboration to be discussed
at the First Consultation.




RECOMMENDATIONS

1. The Expert Group Meeting for tbhe Latin American and Caribbean Region, ip
preparation of the First Consultation on the Sugar-cane Processing Industry,
fully recognized the imyortance of the economic and technical problems facing
the sugar industry in the world.

2. As a result of the discussions, the participants recommended that:

- There should be an improved and strengthened exchange of information
on the situation of, and the prospects for the cane-sugar industry:;

- Co—operation be developed in the region to overcome identified
constraints within the sector;

- 1Ib order to find pew alternatives and solutions to improve efficiency
and productivity in the region, new technologies available to the
sugar industry should be introduced;

- Special attention should be given to the diversification of the
cane-sugar industry and the production of by-products;

3. It was recommended that the issues to be examined at the First
Consultation on the Sugar-cane Processing Industry should be as follows:

Issue I: Diversification of the cape-sugar industry

4. Diversification of the industry in all aspects including the need to
develop national policies and strategies for the production and utilization of
various by-products and derivatives based on bagasse and molasses. Attention
should be given to improving existing ways for the utilization of sugar
products such as health foods, direct utilization of liquid sugar, etc.

5. Special attention should be given to the identification of potential
merkets for specific products and marketing assistance for the sale of the
products.

6. The constraints to development should be examined giving attention to the
limited financial resources, possible sources and ways of financing the
diversification and restructuring of the industry.

7. Among the constraints, the problems related to management should be
mentioned. Similarly, any socio-eccnomic problems which might be created by
restructuring and diversification should be taken into account.

8. The major aims of the diversification of the sugar-cane industry are to
contribute to the development programmes of the countries, to mobilize humsan
resources for development of the sector and establish ways and means of
international co-operation on a South-South and North-South basis. It should
also strengthen the general econcmic performance of the sugar-producing
countries and decrease their dependence on the international sugar market.
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Issve II: Improvement of the productivity in the sector

9. Improving existing and introducing new technologies in the sugar-cane
industry, with the aim of:

- reducing production costs;

- rational energy utilization:

~ improving quality of products and easing access to the markets:

- infrastructural improvement as a contribution to the incressed
efficiency of the iadustry.

10. It was agreed that UNIDO and GEPLACEA should work closely together during
the preparatory period using the existing knowledge and experience collected
by these Organizations. Close co-operation will be maintained with other
international organizations such as FAO, ITC, and the International Sugar
Organization.

11. It is pecessary to ensure adequate time for informal discussions among
participants during the Consultation meeting.

1. ORGANIZATION OF THR MEETING

12. The Expert Group Meeting for the Latin American and Caribbean Region in
preparation of the Inter-regional Consultation on the Food-processing Industry
with Emphas:s on Sugar-cane Processing was held at Vienna, Austria, from

8-10 December 1987. The meeting was attended by 14 participants from i3
countries, and representatives of the GEPLACEA and the International Trade
Centre (UNCTAD/GATT) Secretariats. (See Annex I for list of participants).

Opening_of the meeting

13. At the opening session, the meeting wa. addressed on behalf of

Mr. G.R. Latcrtue, Director, System of Consultations Division, by s UNIDO
representative who welcomed the participants and highlighted the importance of
the sugar-care indusiry to the region as well as the acute economic situation
prevailing in the sector.

14. The world sugar economy was presently charscterized by s combination of
complex problems Lredominantly affecting developing but aiso developed
countries. The existeace of the recurring supyly/demsand imbalance reflected
oy fluctuatirg and unpredictable market prices which had caused unfavoursble
consequences for the GNP growth and commodity exportis in many countries,
especially those which depend on sugar as the dominant export product and the
principsl source of hard curreucy earnings.




15. The UNIDO representative referred to the competition among exporters as a
factor contributing to the undesirable trends in the world sugar =conomy as
well as the introduction of alternative sweeteners. He emphasized that sugar
substitutes and the declining consumption of the product had led to the
parrowing of the market.

16. Considering the importance of sugar for the countries of South America
and the Caribbean, the present "commodity crisis” might have serious
consequences for their economies, and could lead to the closure of the sugar
mills, as well as to declining employment and revenues. It could also trigger
off the "multiplier chain"” and influence other branches of the industry and
agro—sectors. Added to these structural changes were the high stock volumes
and prices which were beiow the stimulative production costs.

17. In view of the current economic situation of the sugar-cane industry, the
search for alternative or supplementary activities within the industry was a
reality which called for minimizing the economic problems caused by the sugar
over—supply on the world market. In this comnection, the development of
by-products and the diversification of the industry would make it possible to
present new opportunities for the whole economy of the region.

18. He emphasized the need for greater efforts to co-ordinate the activities
of the sugar-producing countries in search of efficient utilization methods of
existing, and the introduction of new techoologies in the sector and to
alternative ways of their development in the future, and expressed his
confidence that the meetirg would determine those areas which were crucial for
the future development of th. sugar-cane industry in Latin America and the
Caribbean.

II. SUMMARY OF DISCUSSIONS

19. Mr. Fernando Cordovez (Venezuela), Technical Director, El Palmar Sugar
Mill was elected Chairman of the meeting. Introducing the ageada, he
indicated that in order to fulfil the objectives of the meeting, attention
should be first given to reviewing and characterizing the problems of the
sugar-cane industry in Latin America and the Caribbean before determining the
priority areas and issues for consideration of the Inter-regional Consultation
on the Food-processing Industry with Emphasis on Sugar—cane Processing. The
agenda was adopted and is sttached as Annex II.

20. The UNIDO representative of the System of Consultations Division
explained the scope of the meeting, indicating that its purpose was to review
the background and information papers, to express the views of participants on
the subject and to develop possible issues for the forthcomsing Consuitation.

21. In accordance with the agenda, the Chairsan requested the participants to
present the documents prepared on behalf of their organizations for the
meeting and to follow up with the characterization of the problems affecting
the region’s sugar-cane industry. Apprecistion was expressed to those
participants who also submitted reports relating to their own countries. Each
of the experts, in turn, summarized the situstion of the sugar-cane industry
io his/her country with regard to production, consumption, exports, price
t;:t:, development and utilization of by-products and diversificstion of the
i try.




22. The perticipants recognized that in view of the current situation of the
sugar—-cane industry, the search for alternative or supplementary activities
within the industry was a pnecessity if the problems caused by the critical
situation were to be overcome. It was agreed that one of the ways to deal
with this problem was by diversification of the sugar industry.

23. The participants highlighted the various aspects of the use of
by-products and production of derivatives of sugar-cane in Latin America and
the Caribbean. It was noted that sowe of the efforts had been on the verge of
achieving their objectives; sowe of them failed and resulted in losses of
investments. Nevertheless, it became obvious from the statements that a
number of countries of the region continued to initiate and carry ocut
programmes of this kind with short-, msedium— and long-term goals. The
representative of GEPLACEA stressed the importance of the activities in this
field and informed the meeting that diversification was considered as a high
priority area among the mesber countries.

24. It was also agreed that diversification and industrialization presented
vast opportunities for the whole economy of the region and should not focus
solely on the elimination of existing extra stocks and support of the world
prices by cutting down export supplies.

25. The development of by-products would, in particular, make it possible to
diversify the economies of the sugar-exporting countries of the region and
eliminate their dependence on a single product. The participants agreed that
the use of by-products might contribute to solving the problems of renewsble
raw materials, sources of energy, and food supply.

26. It was recognized that there were a number of technologies already
available and that sume pew ones would be available to the sugar industry
shortly; in this cranection, a serious market analysis should be carried out
and the economy of production of derivatives should be taken into account.
Until now the introduction of by-products to the market had been blocked by
the phencmena of a higher competitiveness of original products.

27. It was agreed that at present the fuel alcohol programmes which have
proved most successful were among the priority areas in the econosies of the
region. In spite of their controversial character and from the purely
economic point of view, they are now closely linked to a country’s particular
needs and are considered to have a multifunctional purpose in its economic
stability. Advantages can be derived from reduction of the equitable sugar
surpluses by, inter alis, expanding the internal market for alcohol, switching
sugar exports for alcohol exports, and distribution of sugar production costs
by producing derivatives which will help to overcome the effect of low

prices. The participants noted that from the point of view of the évaluation
of the forthcoming Consultation, special emphasis should be placed op the
analysis of the most ecopomical applicstion of sugar-cane by-products, that of
the production of ethanol and fuel alcohol.

28. The participents highlighted the grester sultiplier effect of the
suger-cane by-products projects in general, especially in the cowtries with
monr-oriented econcmies based on sugar. In this regard, the following aspects
were considered: energy security, regional development, employment,
strengthening of the capital goods industry, speeding up the rates of growth
of GNP, environmental protection measures, etc.




29. Following the characterization of the problem of diversification of the
sugar—-cane industry ip Latin America and the Caribbean, the participents
focused their attention on the other aspects of the development of the

sector. They agreed that special emphasis should be placed on the analysis of
the potentials of the international market and trade. If the product could be
produced to meet quality standards and marketed at a competitive price, the
Latin American countries would be in a8 good position to transfer a tangible
portion of the existing commodity stocks of sugar into processing and export
of by-products.

30. It was also noted that any success in expanding the international trade
of by-products depended on the production costs, and therefore, the general
performance and productivity of the sector. The representatives of GEPLACEA
expressed their opinion that the ocut—cated technology and lack of investment
capital for restructuring and renovating existing mills and by-product
processing lines, hindered the development of the industry and in some cases
prevented it competing effectively on the international market. It was agreed
that new regulations and measures should be adopted at the national and
regional level to stimulate the flow of capital for the rehabilitation of the
sector. Changes in depreciation rates, esployment regulations and general
improvement of management should also be considered as ways and means to solve
existing problems of the technological under-development of the industry.

31. The participants recognized the growing complexity of the international
sugar market as one of the obstacles to rapid growth of the industry. The
growing over—-supply of the product, the rise of protectionism, the lack of
efficient tools and mechanisms to regulate the market, hindered any efforts of
the sugar-exporting countries to reach a mutaally acceptable compromise in
trade issues. The participants agreed that it was neccrsary to use any
international forum or organization, especially the International Sugar
Organization and GATT to stabilize the sugar prices at fair levels.

32. Some of the participants drew the attention of the meeting to the
phencwena of the rapid restructuring of the international sugar market. They
pointed out the importance of the growing demand for and supply of

"white sugar”. It was agreed that any increase in the processing activities
and of value-added in the sugar industry would undoubtedly lead to the
strengthening of the position of the sugar-exporting countries.

33. Many examples and new approaches to deal with the problems of the sugar
industry were highlighted during the meeting. The production of

"alternative crops”, "pon-traditional” products, energy generation,
co-operative movements, comprised the broad spectre of national approaches to
deal with the over-supply, production, and marketing of sugar. The
participants unanimously agreed that further research and exchange of opinions
were needed in order to mobilize the potentials of the sugar-exporting
countries to solve the problem.

34. Continuing with the agenda, the Chairman ipnvited the participants to
submit their reports relating to their countries. There was a lively exchange
of views which enhanced the value of the discussions.




35. At the end of the meeting the UNIDO representative submitted the proposal
for conclusions and reccamendations, which were adopted by consensus for
further elsboration and presentation at the First Consultation.

III. CLOSURE OF THR MEETING

36. At the closing session, the Chairman thanked the experts for their
excellent professional contributions, their efforts and enthusiastic and
fruitful participation. He expressed hi= strong belief that the outcome and
recommendations of the meeting would be extremely useful for the preparation
of the Inter-regional Consultation on the Food-processing Industry with
Emphasis on Suger—cane Processing and contribute to fulfilling its objectives.
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. Opening of the meeting

Election of chairman

. Adoption of the agenda and organization of work

Situation of the sugar—cane industry in Latin America and the
Caribbean

. Selection of main issues to be presented at the Inter-regional

Consultation

. Consideration and adoption of the report of the meeting.
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Provisional agenda —
The diversification of the cane sugar industry in ID/VG.471/1 (SPEC)
Latin America and the Caribbean prepared by

GEPLACEA

The diversification of cane sugar prepared by the ID/NG.471/2 (SPEC)

Cuban Research Institute for Sugar-Cane
Derivatives (ICIDCA)

Some aspects of UNIDO's technical assistance ID/WG.471/3 (SPEC)
activities in the sugar industry prepered by

UNIDO

The sugar-cane industry and sugar-cane by-products ID/WG.471/4 (SPEC)

in Latin America prepared by UNIDO

La Agroindustria de 1la Cana de Azucar en la —_—
Republica Dominicana: Antecedentes, Situacion,

Actual y Posibilidades Futuras prepared by

Altagracia Rivera de Castillo

Contributions on economic and market aspects -—
prepared by Patrick du Genestoux (France)

Proceso Industrial de la Cana de Azucar en —
Guatemala prepared by Armando Boesche

First results on the operation of a small-scale -—
sugar factory based on cane separation prepared

by Helmut C.C. Bourzutschky and Winston 0. Ricket

and submitted by lan Sangster (Jamaica)

Cane separator techmology - a way to diversify from -_—
conventional sugar saking by Belmut C.C. Bourzutschky
and submitted by Jan Sangster (Jamaica)

Desarrollo y Diversificacion de la Industria Azucarers —
Mexicana prepared by Rudy O. Albertos Cémsra

The diversification of the cane suger industry in ———
Latin America and the Csribbean - export development

potential prepared by the Internaticmal Trade Centre

(UNCTAD/GATT)

Development of the Latin American ard Caribbean sugar ——
industry: predictions for the Year 2000 prepered by
GEPLACEA




La Agroindustria Azucarera de Aserica latina:
Sitwacion Actual y Perspectivas prepared by
GEPLACEA

Tecnologia Azucarers: Desarrollo Actumal y
Perspectivas submitted by GEPLACEA

Cogercao de Evergia Elétrica nes Usines e
Estilaries Estudo de Viebilidede Técnico-
Economica submitted by GEPLACEA




