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. Description end Pyrpose of Trevel
dob Jdentifioations  DP/HON/76/003/1%-02/1

The undersigned FAO Fishery Industry Officer was given the
following terme of reference in relation to the subject oonsultancy
in Honduress

"The oonsultant will be assigned to the National Investment
Corporation and, under the cupervision of the chief expert
and in oollaboration with the technical personnel of CONADI,
will specifiocally be expected to:

1. Mvise on and evaluate & feasibility study
prepared by the interested parties.

2. Participate in further negotiations to be
undertaken with the private entrepreneurs for
the formation of the enterprise.

It was indicated that the expert would also be expected to
prepare a final report, setting out the findings of his mission
and his recommen ations to the Government on further action whioh
might be taken.

2. Isinerery snpd Persons Comtscted
Please refer to Annex 1 attached.

3. Bummary of jotivities apd Fipdiags

The objective of the consultanoy requested and exeouted for
UNIDO wes fully oomplied with, It related to a tuna venture in
the 8an Lorenzo area (Bay of Fonesca) on the PaciTIC UGCEn Gdast.

4 complete analysis was made of 4 studies presented by the
entrepreneur. A visit was made not only to the proposed site of
the projeot, but to the region as a whole, to be able to appraise
related oonditions and future inputs that would be required in an
operetion such as the one proposed.

Written evaluations were prepared for the National Investment
Corporetion (CONADI) s the work progressed. Hereunder some of the
considerations that arose during the course of $he work.

Mr. William H. Brownyard throughout this report is referred
to as the promoter, and is the person offering CONADI partioipation
in a tuna venture. The latter!'s involvement would inolude the
building of a plant on the Southern (Peoific) ooast of Hondures for
trans-shipping, butohering, loining and producing by-products dased
on tuna landings by US-owned and operated vessels.

The first written project was prepared by the promoter and
presented to CONADI on 11 Jarmary 1977, and differed oonsiderably
from the last one that was presented 13 months later, that is on
16 February 1978. These changes did not entail only updating of
the original projection, btut it showed & basiocally different
approach, particularly in respect to the tonuage to be prooessed,
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disposal of offal as well ae other operational details. It should
be mentioned hore that the latest proposad, oe projeoted, is much
more in line with a realistic tuna operation; however, as pointed
out later on, there is no evidencc of the intention of any canner
to enter into a firm agrecment with tho National Investment
Corporation of Hondures (CONADI) and, in this eomtext there exists
no intorest on the part of CONADI either to enter into any
association if certain gine qus non conditions are not met.

It was therefore a casc of analyzing certain assumpiions
rathor than concrete proposele, and perhaps the visit was timely
beocause it contributed towards:

(a)  analyzing thc material already presented (in 4
studies); but principally,

(v)  defining tho conditions under which nogotiations
oould contimue or, failing thie, the deoision to
oonclude these by both parties.

A lottor was written Wy CONADI to the promoter when the
oonsultanoy was being conoluded in the field, which is reforred
to furthor on and is attached as Annex 3, which indicates clearly
the conditions under waich & oontinuod dialogue would be possible.

Basically, thosc were the failings whioh at the time of the
oonsultancy did not allow to oontimio negotiations. 1In fact it
is not tochnically corrcct to refer to this one way supply of
proposals and twoc wey conversations to be roferred to as a true
negotiation. The promoter wantod CONADI to finance entirely a fish

~ holding and prooessing plant, thc oonstruction of which,

acoording to the promoter'’s ostimatcs, would cost in the neigh-
bourhood of US$ 3.5 million., The promoter, in my opinion, is
not technically qualified in this field, but of particular
importance wes the fact that he did not have any form of
commitmont from any of the major tuna opcrators in the U.S. on which
this proposel oould bc bascd.

The idea in itsolf is intercsting, howevcr, it is my fecling
that it is going to be practically impossiblo to bring it to
fruition. The concept has merit, as stated, becausc it goes
without saying that thc fishing of tuna in thc Eastern Paoifio
will go through a period ,f ohangc in view of tho universal dcolare~
tion of the 200 mile exclusive eoonomic gones, thc negotiation
of catch quotas and the resulting yields of the overall yollowfin
fishery in this region. Honduras oould be one of tho oountrics,
because of its goographical location and its acocss to both
ocoasts, to be considercd as a future location for carrying out
activitics similar to thosc proposcd by the promoter, Incidentally,
the proposal is not an original approach, and CONADI itsolf had been
presented with a similar altornetive more than 2 ycars ago as & result
of & previous proposal.

Tho mission was therefore undertaken with this cemoept:in
mind, that is, oconsidoring that such a vonture, if roal, would
havo been of interost to CONADI, and conscquently to Hondurasj; howevor,
the way the situation evolved until the time of ooncluding the
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consultancy, indicated that many aspccts of thc proposal had not boen
thought through in sufficient dcpth.

For instancc, thc sitc sclectcd was a tontativo onc and
situatcd closc to thc turning basin of the new San Lorenzo port,
tut ths entirc arca is within a mengrove and it would not only
be difficult but very costly to build on this marshland. 1In fact,
on consulting with the contractors building thc new San Lorentzo
port (Consorcio Cclumbus), the promotcr, thc rcprescntatives of
CONADI and the consultant werc told that ccortain warchouscs had
not boon built as originally planned because of tho difficult
terrain. Filling in alone was not sufficiont to obtain & solid
pormancnt surface on which to build.,

In addition to this, if the tuna vcescls werc to comc along-
aide the pier, as cnvisioncd by the promoter, a substantial amount
of dredging would be nccceesary which would onteil a further
considerablc initial expense, plus ongoing maintcnanoc.

I also fclt that it would be difficult to get two or more
U.8., canncrs working togcthcer in a venture such as the onc proposed,
partiocularly in vicw of the fact that ono of the major tuna
canners would have to operatc the plant, and it was unlikely to
expcot that onc plant would proccss fish for another. Besidces,
the tonnages to be processcd, the typecs of boats, thc scasonality
of the catchcs, all madc this proposal very unclcar.

There was in this cntirc proposal another disquicting clcment,
exc. that was that therc was very littlec or no rcfercnce madc to
the boncfits that such an opcration would yicld to CONADI (and
Honduras ), and rethcr thc proposal was put in such a wey that it
pointcd at the bonefits that would accruc to canncrs and/or boat
owncrs in the U,S,A., This, to mec, indicatod that tho writo-ups,
or studios, werc aimed at the prospcctive uscrs of thosc facilities
rathcr than at CONADI, which in turn indicated that the promoter
wished to havc CONADI agrcc to putting up thesc instellations,
axd with this promisc in hand then try to scll thc projeet in the
U.8.4,

I must say hore that I do not thinii that the promotor was
acting in bad faith. Thcre was cvidonce that hc had contaotod
some oporators, but it is my opinion that not only is hc mieled
by & lack of knowlcdge of thc tune busincss, but by misjudging
the ability of CONADI and thc U,8, canners in conducting
meaningful negotiations, that is finding a morc concrcte starting
pOinto

The first paper that I wroto in thc fiocld and sont to UNIDO
Headquarters with a covering lottcr on 21 February 1978 conoluded
by indicating that thc analysie madc rclatcd only to tho tcchnical
considerations in respect to this idoa, as CONADI thomselves
had strong rescrvations of thoir own in rcspect to thc financing
of such an operation, and particularly of thc participation in
ocquity of the promotcr in rccognition of hie input.
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In the sccond paper prepered, which wae also scnt to Vicnna,
& genercl revicw was made of th: world tuna situstion and
following this an outlinc wes given of thc pros and cons of the
proposcd opcration and ite cffccts on CONADI. The venturc, as
outlined, was rcvicwed from the "outside partncr's" point of
vicw, and a list of major issues was given looking at it from
this samc pcrspective.

A vasic drawbeck from eny conners' point of vicw was the
fact that with thc adoption of the 200 milc EEZ, it was praoctically
impossiblc for them to help finance bascs for the fishory
opcrations all over the world, and thercefore, it was dccmed
unlikely that, in the casc of Hondurns, any of the larger canners
would contributc with financial help.  Therc were, in addition
to this, scveral other qucstions that rcmained unanswerod at tho
time of tho consultancy as, for instancc, why would canncrs
prefor Honduras over Penams and Costa Rica, for cxample, wherc
this typc of activity wes morc devecloped: what was the price of
fuel for tuna vesscle: was there any rcepair and other facilitios
to takc carc of thc boats? ithin this cxcrcisc, thc answers
that arosc werc mostly ncgative and it was stated vory clearly
that what thc canners were looking for (in preference to 2ll clso)
wes eoquiring oxtra tomnage of tuna rather than trying to find
& place for proccssing or transferring fish which alrcady
belongod to them.

A third pepcr properod and scnt to UNIDO contained what
CONADI would cxpcct from an operation similar to tho onc proposcd
by the promoter, but its opcening statoment strcssed the lack of
e dofined proposal, indicating that wt the time of sy vists thie
Nationel Investment Corporation did not haves

() & firm offor

(v) & dcfincd operation in respoct to the tcchnology
to bc uscd

(¢) & firm commitmont by the packors and/or boat ownors
of their intorest in such an operation

(d) end porhaps what was most important, there was
a complctc lack of an action programme stop=by=
step which would cither makc thosc plans
matcerialiec or have the opposite offcct of cutting
off ncgotiations so that CONADI could, cven for
thc timc being, turn awny from such a proposal,

A fourth and lact paper was writtcen in Spanish in the field
attached herowith as Annex 2, which wes olso left with CONADI, in
which an analysis is attomptcd in rospcct to what tho promoter
was pursuing in presonting this offer.
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I perticipatod not only in the oconversations betweon CONADY
and tho promoter, but also visitod the sitcs, as indicatod
carlior in this rcport, with people ropresenting both sidos in
this negotiation. San Lorengo, the ncw port arca, Cholutecn
and Coyolito were viesited to appreisc the viability of the
oporetion, thc poesibility of obtaiming mnpowcr and basic sorviocs,

the larger morket for sparc parts amd other inputs and altornative
sites reepectively.

As the final outcome of this miseion, o letter was writton to
the promoter by CONADI (scc Anncx 3 mentioned bofore) which spclls
out tho besic contents of thie rcport os far as the limitations
of the proposal are concernod, and grenting a limited amount of

%4mc to the promoter to produce o tongidle offery failing this,
the negotiations will be scvered.

All this background informetion and thc popere that I urote
in Spanish rcferred to above, which were forwarded to UNIDO,
Vicnna from tho ficld (sce Annox 4) were clso left with the UNDP
roprosentative, Mr. L. Mattson, as wcll as with the Projcct
Coordinator, in addition to thc sot loft with the National Invost-
mont Corporation (CONADI) #ho oxprossod their approciation for
tho consultancy carried out. Therc is thorcfore no nood to
sond CONADI o furthor roport.
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2, 80 ontact

2.1 Itinorery

Arivel  Deperture

Moxico (oontimation

of trip thet bogan in 15.2.78
Rome on 7.1.78)

Homduras (Tcgucigelpa)  15.2.78 20.2.78
San Lorenzo/Choluteoa/

Coyolito (by car) 20,2,78 20,2.78
Togucignlpa 20.2.78 25.2,.78
Rome (arrivel and 27.2.78 8.3.78

report writing)
2.2  Persons Coptacted

Lennart Mattsson UNDP Rosidont Roproscntative

Luis Enriquos UNDP Programmo Officor

Margarct Fuge UNDP (Adm.) Aest. Rcs. Rep.

Ronzo Truffello Prineipel ort, UNIDO
Projoct HOI?S/OB

José Tassacrt Jundor P,0. UNIDO

David Mcad Agricultural Ingincer, UNIDO

CONADI (Netional Investment Corporation)

Ing. Awgusto C, Coello Excoutive Vico«Presidont

Ing. Normon Garcia Menager, Promotion Dept.
Alberto Agurcia Promotion Officer
Soveral stoaff mombors
Qthers
William He Brownyerd Promotor of Tuna Projeot ;
Richard Joint Director, CODASA, Acctints.
John Newsomn Excoutive Prosident, Amapals
Marine, S.A.
@60 Cloudio Borsato Suporintcndent for San

Loronzo Port Projcot,
Consorcio Columbus, I,L.P.C,

Lic. Sigfrido Burgos Diroctor General of Rocoursos
Floros Noturales Ronovablos
Kiguel Maldonado UDP Officer, Vorlding mndinly

with Consc jo Superior do
Planificacion Eoonomice
( CONSUPLANE ).
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22/2/78 AMIX 2 (UNDIO Report)

Que espera el "Promotor" Sr, William H. Brownyard del proyecto del

Atun - Una a&preciacién

Tal vez sea injusto y un poco ingenuo hacer-e esta pregunta, pero U'na

evaluacién primaria indica lo siguiente:

a) Es mi parecer que el Promotor actua de buena f&.

b) Es Jna forma de ocupar su tiempo en una actividad que Fa atrafco su
atencién al estar alejado - por una razén u otra - de su wrabajoce’
contratista de obras de construccién,

C) Por nuestro contacto creo basicamente que el Promotor as: un profaro
en este campo, particularmente en la parte técnica y en 3l treto con

+. las grandes empresas pesqueras de U.S . A,

d) Espera, sin lugar a dudas, una e resién por escrito de CCNALI, par

la cual se le diga; o el grado de interés, o una respuesta g.e lera 'mia

dar sus préximos pasos - si es que la contestacién lo amerite.
8) Aunque la edad de una persona no debiera influir mayormante en ua

operacién especf{fica, las proyec.ciones a bastante largo glazo da et

actividad en general race pensar que tal vez no se haya maditado en ‘as

consecuencias de su intervencién en una forma u otra, o tal vez .{.

) Espera recibir un horario por su mediacién més una participacién en ei

accionariado de cualquier sociedad mixta que emerja a rafz de ecta

cperacién,

g) Desconozco, naturalmente, si era su intencién actuar coms contratista

en cualguier obra civil, que, como sabemos, parece haber sido su
linea de actividad usual, y su seleccién de una parcela ce terrero en
especial puede implicar algh interés {mplfcito.

Pero en vez de tratar de listar mas apreciaciones a este resﬁecto, tal vez
en forma narrativa expliquemos, que si bien se me Ha' mencionado de que al
Promotor se le ha indicado verbalmente de que su posicién (y prepueste’ no es
clara, pienso que es necesario que el sepa, sin lugar a dudas, lo gue se ha
podido avanzar, y que se espera de 61, todo 10 cual se ha mencionado en nota

aparte,
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El Consultor estf plenamente de acuerdo con la Corporacién de que sin
perdica de tiempo se prepare una carta, aparte de indicarle vertalmente al
Promotor, 1o qua a travez de todos estos pasos se ha descrito,.

Ha mencionado el Promotor que espera noticias de CONADI porque .
requiere ocupar su tiempo en otros asuntos, entre los cuales necesita h .cer
ciertos viajes.

Serfa Mmuy satisfactorio si antes de la partida del Corsultor se padr{a
dejar esta aspecto resuelto,

Quisiera de gue se tomara nota antes de concluir sobre este terra de lo
siguiantas;

1) El1 Promotor no podr{a manejar la operacién que se prozone y conse-~

.. cuentemente no podrfia responsabilisarse ante CONADI en forma alguna,

2) No es una persona técnica en el campo pesquero y pcr 1o tanto rno es'd
en condiciones de presentar y eventualmenta implementar ciertas
alternativas, como ser el proceso de sub=-productos, la conveniencia
de elaborar alimentos indirectos, como compensar econdmicamania la
muy corta temporadgt de pesca, y otros que no viene al caso menciorar
aquf.

3) Tampoco podr{a, durante la vida de la eventual operacibn, poder suzer-
visar aspactos de proceso o calidad, y menos introducir nuevas técnicas
que pudieran ser de provecho colectivo,

Estos puntos se mencionan porque en realidad al Sefior Brownyard hay cu2
tomarlo unicamente como a un Promotor, calificacién que se 1@ ha daco a travaz
de este ejercicio. El término FPromotor no se usa daspectivamente, ray qu:
valorizar sus servicios, si se materializa cualquier convenio, exclusivamente

sobre esa base.

GC/abs



AEX 3 (UNDIO Report)
CORTORACION NACIANAL DE JMVERSIANES

Tegucigalpa, D. C.
! February 24, 1978

o

Mr. William H., Brownyard
Fonseca Pacific

Ja Avenida, NOGmero 611
Tegucigalpa, D. C.

Cear Mr. Brownyard:

As you know, on March 7, 1977 your proposed tuna processing and
transshipment plant was declared eligible for financing by our corporation,
At that time you were informed that tihis action on our part did nct bind
our corporation for eventual participation in your project, However, our
declaration of eligibility did express interest on our part in the project
and encouraged you to submit a cornplete feasibility study for cur evaluation.

Wwe have recently completed a thorough analysis of all the studies ycu
presented, particularly the study prepared by the consulting firm of Forbes,
Stevenson and E2aldridge of California ard the financial study prepared by
' the —ompafia de Asesoriay Sarvicios Adminiztrativos, S, AL, of bionduras,
In addition, as ycu know, we have requc-tod and receivad the consulting
cervices of Mr. Gerald Cooklin, a Senior Fishery Advisor prescntly repra=
senting the Unitad Nations Industrial Development Organizaticn, :

The studies submitted have proved quite satisfactory in our analysis of
the project to date. However, as perhaps you are aware, thzre have surfaced
serious questions on the matter which we require to be answered in order
for us to proceed further on this proposal.

1) Firm letters of intent by the American canning companies to either
process the product for their account or showing an outright inter st
in equity participation in the project are ahsolutely indispenzsable at
this time. Without commitments of Uhis kind by the industry, we find
that our participation in the project would be clearly irmmpossikle.

2) We understand that you would not be personaliy managing the progased
processing facility. Considering the complex tecinology involved in
the project, particularly in view of the lack of skilled technicians in

et o - - — . - -
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AOEX 3 (UNIDO Report)

3)

4)

Ve

the last

future.
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the field in Honduras, we reguir2 a thorough review of the subjact
and submission to us of a final program for the plant's operaticn.

It is our impression that although a tentative site has been selgcted
for the plant, there exist alternative ones that could prove to b»
more feasible ., It is important that all site location investigaliions
be completed as soon as possible in order to establish a final
location for the plant.

Although you first proposed the project to us well over one y2ar ago
we have yet to receive a concrete propozal from you coaceraing
what e xactly would be CCNADI's participation in the project. Ve
must conclude at this time tharefore, that your financial expeacla=
tions of CONADI's participation arz containad in the finnaial

study prepared by CCDASA, We find these figures subject to
modification. Inwhat concerns a loan in the amount of 1_,3,200,000
for a ten year period, in the near future we can only offer funds

for five years at an intarest rate of twelve and one=half percent

(12 1/29%) . COMADI's participation in equity is also considared
excessive, although w2 will make every effort to interest local
private investors in your project,

apprectate your enthusiasm and your strong interest in this project,

particularly considering all the time you spent promoting the project during

year. In addition, we are very grateful for your availability during

tha recent visit of our United Natiors fishery expert and for accompanirg

us on our trip o the Golfo de Fonseca arca carlizr this weelk, We must
impress upon you however, that our Corporation cannot pursue the project
any further if the basic matters listed above are not solved in the immeadiate

Sincerely,

Alberto ixgurcia
Project Cfficer

CONANDI e e




. cc: L. Mattson (Tegucigalpa)
R. Truffello (Tegucigalpa)

] N. Kojima (FAC-Roma)
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Teqgucigalpa, D. C.
February z1, 1978

Mr. S, Hable-Selassie
Acting Head

casibility Studies Section
Industrial Operations Division
Lerchenfelder Strasse 1, A-1070
P, 0. Box 707, A-1011
Vvienna, Austria

REF.: DP/HON/7€/003/11-02/L

Dear Sir:

To-day, 21 February, 1978, | received your lettar of 12 December, 1977
through the United Nations office in Tegucigalpa, Honduras, together with
attachments,

I am sure you realize that this is a short tarm consultancy, however, |
will comply as far as possible with what you indicate.

1 arrived in Tegucigalpa on February 15 at 16:00 o'clock. 1 immediately
contacted the UNCP Resident Representative, Mr. Lennart Mattson, and
have been working very closely with him ever since. Zince the date of my
arrival, 1 have also met Mr. Renzo Truffello, the Froject Coordinator as
well as José Tassaert a Unido JPO,

1 have prepared several papers (in Spanish) for the Corporation reauesting
the assistance, and 1 am sure these will  :rve as your preliminary report.
They gave an appraisal of the situation in general and these prepared on
21/2,/78 a clearer view after visiting the proposed area for the operation,

I will keep you fully posted on developments and will mail my final
report after arrival at my FAQ Headaquarters in Rome, ’

Your-s/ sincerely,

. /- ” ///\
Cpokers .
.——‘-—.
Gerald Cooklin
Senior Fishery Industry Officer

Fishery Industries Development
Service

'

) Department of Fisheries = FAQ
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AITX 4 (UNIDO Report)
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