G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

We regret that .ome of the pages in the microfiche
copy ot this report may not be up to the proper
legibility standards even though the best possible

copy was used tor preparing the master fiche




0391 miew

UNIDO/10D.114

| 14 September 1977
UNITED NATIONS INDUSTRIAL ENGLISH
DEVELOPMENT ORGANIZATION Originals SPANISH

Jf‘ [ L Sk, ]
R ,

AGRO-INDUSTRIAL SEMINAR
OF LA VEGA *

DOMINI CAN REFUBLIC
Report submitted by

Anfbal C, Boocardi
Agro-Industries Project Manager

T .
The views and opinions exprussed in this paper are those of the author
and do not necessarily refleot the views of the scoretariat of UNIDO.
This document has been translated from an unedited original.

id,77-6815




I

A CRUCIAL DECISION

The Dominican Republic has decided to develop agro-industry. 1In
Sept ember 1974, the Dominican Chancellor, Dr. Victor GSmez Bergls, presented
t0 the tvwerty-ninth session of the United Nations (General Assembly his
Covernment!s decision to embrace this new strategy, in an important document
entitled "The Policy of Accelerated Economic Development", and explained the

reasons for that decision.

This policy was wamly welcomed by the United Nations Development
Programne, and large-scale technical aid was promised, some of which is now

being implemented.

The National Planning Office (ONAPLAN) and the Technical Secretariat of
the Presidency made the develorment of the agro-industry the corner stone of
PLANDES 26 ("Possibilities of Economic and Social Development in the Dominican
Republic"). Chapter IV, "Stages in Socio-economic Develomment", presenis a
summery of the gereral development scheme for the 10 years covered by the plan.
The emphasis in the first phase from 1976 to 1981 is on agricultural and agro-
industrial development. In the second phase, from 1981 to 1986, there will be
gradually increasing emphasis on industrial developmeni. During this second
phase, and certainly throughout the future, the development of agro-industry
will continue to grow in importance and will sustain development of the olher

sectors.

Our present meeting is a very importamt one since it is the first
regional seminar to be held in a region which, because of it s exceptional
material and human resources, has the grcatest immediate pomssibilities for
achievement. The dynamism of the members of the Rotary Club of La Vega,
where the idea of organizing this mecting originated, has made it possible
10 gather together a very wide range of high-level and active participante
from all sectors.

As this it the first milestone on the way to agro-industrial dcvelopment

wo have a very heavy responsibility to our oontemporaries and an incontectably

greater responsibility to future generat ions.




As the Government has stated, it has dome its job by taking the basic
initial decisions in proper time and fom, including putting ite new policy
before the highest international public forum. The Governmcnt has been vory
clear on this point, as has also its Plaming Office in devising the correspond-
ing strategy, but, even t}iough our statements and the plan give clear indications,

it may well be that, as often occurs, econmmic facte will be a barrier to optimum
implementation.

In accordance with an infoxmation task given ue by ONAPLAN some time ago,
we are now collaborating in clarifying ideas, objectives and targets.

The initial phase of establishing agro-industry in the Dominican Republic
is at the pariing of the ways, and the economic and social outcome - the latter
with all its derivatives - will differ very much aocording as 1o whcther it
chooses one way or the other. Our aim is to try and show where each of the
ways leads. ‘ o



II
THE CEGAN/ECLA DIAGNOSIS OF THE LAST 2% YFARS

Setbacks in the Latin American proccss

Until a few wecks ago it would have been risky, despite the very clear
evidence, 1o make any judgcment, however well-founded, on the present state
of Latin imerican development. That is now no longer the case, since a

diagnosis and a recommended cure have been worked out by a competent body.

The Committee of High-Level Government Experts (CEGAN) of the Economic
Commission for Latin America (ECLA) met in April 1977 to appraise progresse
over the last 25 years and the Internetional Development Strategy. Their
repori is invaluable because it covers 25 years of endeavour and is thc work
of government-appointed high-level experts. It is therefore not something
produced by officials of international bodies nor the result of a meet ing of

national ministers or political officials.

CEGAN has drawn very clear conclusions and made very concise recommendations.
In relation to the development situation in Latin America, it states, in the
part of its report of concern to us:

"eeo there is increasing maldistribution of incume, underemployment,
reduced productivity of much of the labour force and inability of
the masses of the population to participate significantly in the

integral process of refom.

The gi‘eater part of the rural "pdpulationr hes not benefited from
the prevailing processes of economic growth and agricultural modeirniza-
tion, and their situation has been aggravated by the paitial disinicgra-

tion of previous sources of livelihood and security.

The structure of ownership of' wealth has also tended to become
more unfavourable for the deprived strata. Concentration has increased,
even in branches where it was hitherto low, favouring foreign invcstment
and the so-called middle and upper sectoras. In other wordu, extrcme
poverty in Latin Amcrica rcemains at relatively high levela in urban

and rural arcas. While the most important source of extreme poverty



is considered to be the countryside, with the increasing marginaliza-
tion of the weaker sectors of the rural population, the phonomenon of
urban marginality has increased as a rcoult of inflationary prescures
and the exodus from rural to urban areas under the unbearable pressure
of chronic abject poverty; +that pressure i so great that something
like 50 per cent of the total population of the region were living in
urban arces of more than 20,000 inhabitantc in 1975,

As the Quito Appraisal pointed out, the region's achievements
in the field of agrarian refom cannot be considered satisfactory,
since the systems of land tenure, use and exploitation continue to
be largely inadequate to mecet the growing nceds stemming from the
economic and social development of the lLatin American countries.
The effects of inflation, conmtraction of employment, and declining
real wages have had a eserious impact on the lower-income groups.
Open unemployment has reached high levels in a good many cities, and

the opportunities for obtaining employment continue to be limited."
As a corollary of all the foregoing, CEGAN adds:

"More vigorous and inmovative methods, which go further than
assistance or relief policies, must be found t» enable the margina-
liged smtrate to meet their basic needs, contribute to production and
organizc themselves to defend their own interests. Such measures
will call for suitable distributive policies and a review of the

services provided by the State."

In other words, the conclusion of the Committee of High-Level Government
Expertes in the light of the results of endeavours over the last 25 years is
that "more vigorous and innovative methods, which go further than ascictance
or relief policies, must be found to enable the marginalized struta to meet
their basic necds, contribute to production and organize themselves to

defend their own interests."

To be quite blunt, if those conclusions were to reach the masses
marginalized by the development process in a language which they could
understand, it is difficult to msee how there could be any other cry than

"no more dovelopment, please".



There are many definitions of development, but in his survey, which also
covers 25 ycars, the author has choscn the one which in his view gives the
best and most complete reflection of what the concept should be. I refer to
the definition given by Laurcano Lépez Rodé at thc plenary meeting of the
8panish Cortes in 1957 when submilting the draft law on administrative
procedure in the context of the political reform in Spain. In Lépcz Rod§t's
view, there is development when the inhabitants of a country achicve satis-
factory living standards, havo access to the benefits of education and £ill
decision-making positione in eociety.

I shall return to the definition later, but I must point out immediately
that it contains three elements - i.e. constituent parts of a whole - all of
which must be present together if the whole is to exist. It is not enough to
achieve economic solutions, for they are at best insufficient on their own to
raise the general standard of living; they would hardly lead to Lépez Rod8's
"gsatisfactory living standards" and, quite apart from the differcnce between
Ybetter" and "satisfactory", they would do nothing about full and free access
of the masses to the benefits of education. It is even more difficult for
economic improvements alone to make it possible for people to fill decision-
making positions in society, for when education is out of peoplets reach, it
is more difficult for them to fill the leading posts in society.-



I11
THE LIMITATIONS OF IMFORT SUBSIITUTION

In the light of the figures analysed by CEGAN and of the definition I have
given of development, latin America is not developing; instead, therc is
consolidation of a situation which it had been decided to change, through
various agreements, such as the Alliance for Progress and others. The important
point is that we kqiow for certain that those programmes have not led to
development (it might even be proved that they have led to under-development )
and that the methods of work used have been those of pseudo-development.

At present, the Dominican Republic, which launched its new strategy in
1974, has obviously gone further than CECAN's definition of a proposed cure
and is preparing to adopt very energetic and innovative methods to enable
ite marginalized masses to start contributing to production and organizing
themselves to defend their own interests.

Previous development in the Dominican Republic was based on two programmes
very similar to those generally adopted in the countries of the region. On the
one hand it endeavoured to achieve agricultural development pure and eimple,
based on technical and financial assistance, to productive structures in their
original form - i.e. leaving everything as it was and endeavouring to increase
productix'rity. In the second place, it embarked on the most difficult and
expensive route to industrialization, namely, import substitution, which is
particulc ~ly difficult for a country like the Dominican Republic whose history
over the lagt 50 years of course ruled out any previous industirial experience

and any previous development of institutions.

By changing its strategy, the Dominican Republic has, whether deliberately
or not, apparently acted on the conclusion of Paul Hoffman who, after running
the United Nations Development Programme for 12 ycars, sct down his final

conclusions on what he called "the period of real education", an followas



"It is an illusion to think that a country can bte industrialized

by building factories. This is not the way. A country is industrialiged
by building markets.

All our thinking has been clouded over by external aid. If it is
thought that external aid will help to win friends ard influence people,
it should be known that it won't win a single friend or influence anyone.
On the contrary, it will make bad friends.

All countries tend to make better use of their physical resources
than of their human resources. It is difficult for a country to give
up its diamond mines or disregard ite oilfields. However, the human
potential is incommensurably more valuable but remains wasted, often
for the most stupid of reasons.

In my retirement I shall have the good fortune to be able to
set aside urgent business and devote myself to important business."
(Provisional translation).

Much of what the countries of the regiqn had to do to catalyse their
development processes was not unknown in the region at the time. What has
happened is that, since development processes must proceed from political
decisions taken by governments, which are of a short-tem nature, the cmphasgis

has been on urgent matters, while important m~tters have been forgotten.

There has been sufficient analysis of the Dominican import substitution
process clsewhere to make any further reference to it here sunerfluous.
However, there is still much discussion in the country as to whether it is an
out-of -datc model or whether it is capable of development helpful to the
country. With many years'! experience of industrial consultancy behind us,
we are certain that it did not give the expected results because it was a
prematurely imposed programme. This means that if what should have been done
previously ias done now, import substitution has a future - otherwisc it has not.

There are many reasons for this but in the cnd all of thom derive from a
single basic cause - the rectricted size of the domestic market, duc basically
to the iniquitous distribution of incomes. Once there is a domestic market,
there will be development and, indeed, aftor a few decadces of improvements,
exports. DBut to insist on this policy without changing cxisting patterns will
increasc cocts, while to provide an outlet by cstablishing a domectic market
will trancfoxm the cost into a very productive invectment.



The policy of import substitution must not be neglected in the new strategy;
it should be included in its proper place but should not, as it has done previously,
be an absolute requirement which therefore excludes anything elec. What should
now be done is to industrialize by creating markets.

The problem arises of how to establish a domestic market and how to
distribute income, and this is where the process of agro-indusirial development
comes into the picture.

However, we must work on innovative programmes. A marketing cxpext will
tell us that a market consists of the number of people who can buy goods, but,
according to the developmental concept, a market is not the number of people
who can buy goods but rather the amount of goods people should buy.

The problem lies between the "can" and the "should".



v
AGRO-INDUSTRY

Jusi as we must define the word "development", we shall heve to define
the neologism "agro-industry". A neologism is a new word or acceptance or
term in a language. There are neologisms of scientific origin, or techno-
logical origin, of literary origin and of popular origine. So far as we are
awarc, the word "agro-industry" is & neologism of popular origin based on
technological reasoning. It arisas from the symbiocis of the element "agro",
meaning a field or collection of fields, and the word "industry". However,
it is not a literary symbiosis, it is a technological symbiosis - i.es it

originates from a symbiosis of economic activities.,

The North Americans, who are usually rather careleee in suoh matters,
are causing confusion. They talk about agro-industry and they have begun
to publish some very superficial works using the neologism, sometimes as part
of, and at other times as 'a.n extension of, another neologism which is definitely
their own - agribusiness. By agribusiness they mean - and here we can agree
with them - the whole gamut of traditional aotivities with which the rural
product is connected in one form or another until it reaches the final consumer
a8 an indusirial product. In this way, a financing concern, & bank, a
producer of innuts for agriculture and even a iruck driver is in agribusiness,
They also use the term agro-industry to denote any industry having any sort of

oontact with the rural product on its way to the final conaumer.

We understand agro-industry differently and, as will be seen later on,
it is very important that we should do so,

If we were to follow the North Americen acceptance - certainly of a part
of the theory - we should have to say that a tclevision factory or a saucepan
faotory is a mining industry and the bank concerned is a mining business.,

Nobody would think of using such a classification.

Another important point which needs explaining is that agro=-industry -
iees the series of activities whereby a producer produces a rav material of
rural origin, processes it and markets the end product - is older than industry,

The first work to which man turned when he became sedentary was agro-
industry. Then camc the Industrial Revolution and with it the division of labour

to cope with the requirements of contemporary society.
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Today we are confronted with other needn, which can be more casily

satisfied because of our new and better possibilities.

The divieion of labour was responsible for originating various kinds of

new activity, including that of the middlemen.

When CEGAN now tells us that the taulty distribution of incomec is incrcasing
in Latin America, it is telling us that income cxists and it is "mig"-directed
towards particular strata of the population. When it tells us that the greater
part of the rural population did not benefit from the prevailing processes of
economic growth, it is telling us that there was economic growth and the
polarization of incomes was detrimental to the sources of production and
producers. When it says that the situation of thal immcnse majority is
worscning owing to the partial disintegration of previous sources of support
and security, it is telling us that previous evente have led to extremes of

destruction of progress achieved previously.

There is therefore more wealth, but it is bound to finish up in the hands
of thosec who do not produce it, who do not pay for tke loans or their costs or

the production inputs or run the risks which production always entails.

Structural analysis indicates that it is the middlemen who take this
_wealth, inflate it anl channel it to the social strata in which it is concen-
trated.

We maintain that the rigid compartmentalization usually made by traditiomal
economicse, &s a science, into primary production and producers, the cecondary,
tertiary and, if you agrce with Wiener and Kahn, quaternary sectors is
unsatisfactory because it is of no use to us and also because something olse
is now possible. Another system of production, by the agro-industrial

producer, has had to emerge or more accurately be resurrected.

Lapd

Another factor which iz also a product of the new era has appcared, namely,
the increasing land hunger of the marginalized population. Unless it ic tackled
in good time, it will have unpredictable and undesirable results. The world
population doubles in a little over 30 years - i.e. 30 ycare iv now sufficicnt
for something which previously took centuries - but the cultivable area of the
earth is still three billion hectares. The problem ic very seriouc in the
Dominican Republic, because more than half the population is leus than 15 years
old. Thege vast numbers of young prople will begin demunding pood:s and servicey

\

ATV NN e



Bt g

-1 -

The problem of incomc on the one hand and of quantitative agrarian reforms
devoid of any qualitative aspects on the other hand is leading to the establish-
ment of unproductive amallholdings throughout the region.

A stop must be put to this fragmentation of the productive process. The
small producer is a captive of his own smallness. Develomment implies the
performance of a complex of functions in line with particular scientific
principles and principles of the arts by means of which scientific principl.ee
are applied - i.e. technology. These principles, tochniques and functions
originate from an analysis of complex structurcs. Planning, organization,
motivetion, innovation, experimentation, evaluation, etc. are functions
which can be performed only by complex organisms, or, to use biological temms,
by higher organisms. The small-scale and medium-scale producers, on the other
hand, are so to speak unicellular. We have been asking productive protozoa to

perform functions of mammals, 80 to speak.

That leads to a further question. How is it possible to change thcse
producers from protozoa to higher organiems capable of performing development
functions? How can we arrange that the organiem is converted intc a multi-cellular
one consisting of systems and devioes which in turn consist of specialized organs?

0f all economic activities, it is agro-industry that has managed to achieve
this. ‘

The agro—industrial producer

The constraint caused by the factors which I have briefly analysed - and
by other factors which cannot be analysed here - mado inevitable the appearance
on the productive scene of a new type of economic agent who moves in a new and
different reality and about whom there is much discussion und comment but whoae
identity or dynamics are not defined. This new economic agent hag recently
been nmultiplying in the world so rapidly that the literature of cconomics has
not yet been able to devote to him the close study which is urgent 1y desirable.

The universality of the model

' However, hie importance is now such that, despite the world's idcological
oonflicts, in which cach faction tries to show the other that the latterts
systems are not working, the agro-industrial producer has managed to exact
¢ributc from both factions and to gain acceptance ac 2 subject-nolution, t
the risk of him dostroying many of the out-of-date idcological portulates of
both sides.
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He has been included in the most recemt 5-year plan of the USSR and,
what is cven more novel, included as he should be - i.e. as a sclf-managing
organism. This implies rccognition of the fact that production and its
problems call for the oxistence of asmall self-managing bourgcois operators.
For its part, the United States of America will launch identical projects of
ite own in the next decade, as will be clear from the detailed survey we shall

give.

On each side somebody had to try and solve all the soocio-economic prob'lems
of development, viz. income distribution, by completely eliminating traditional
distribution channels, agrarian reform conceived of in terms of plane geometry,
by giving it a qualitative content, the transfer of science and technology, by
removing the rigid barriers around it, and the continuous improvement of pro-
ductivity, by making possible a new pattern of imterplay between existing
factors in the form of combinative innovation,

This is more in line with man's nature, with participation by all in the
creation of national wealth and, finally with putting everything in its place,
as is fitting for a complete new structural arrangement which overthrows and
leaves behind an obsolete system.

This new succeseful agent of total development, to whose attributes - and
let there be no doubt about this -~ little thought has been given, is the product
of that symbiosis; he is the agro-industrial producer.

He is not a rural producer nor an industrial producer nor is he a business
agent. He is a new species. His environment is a fully integratcd enviromment
and he is integratcd horizontally and vertioally. He is integrated horizontally
in that he does not confine himself to the production of a single raw material
or of a few raw materials but produces as many as he can from & pre-dctermined
area of land in accordance with concepts and knowledge which are thewsclves new
and based on the new method of cultivation through photosynthesis. He is
imtegrated vertically because he not only produces raw matoriale but gocsu
further and processes them industrially in an unimterrupted chain of consecutive .
stages until he obtains the end products which he supplies to the finel consrumor,
thus achicving commercial integration.
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He is also a large-scale producer - the only producer able to roach &
high enough productive and commercial level to be iransformed into a higher
biological organism capable of assimilating and disseminating technology on
the scale and under the conditions essential if the drecams of the extension

workers are to be realized.

In traditional industry we differentiate between artisanal, emall-scale,
medium-scalc und large-acale producers, and there are the same categories in
agro-industry. In cases where the system has become well establiched, all of
these are represented. Structural details may vary from country to country
and from enviromment to environmemnt, but, whatover the terms used, the
structural pattern of agro-industry is one of associations co-operatives and
companics, its special characteristic being that it transcends these traditional
forms since ite objective is precisely to form capital by claiming the value
added achieved through total integration.

The potential of these "higher organimms" ig such thé‘t, if productivity
is satisfactory, their possibilitiecs of horizemtal integration astonish even
the most optimistic planners.

Their origin may vary just as their structural form; they may arise from
an association of rural "protozoa" or from an association of industrial
producers, from what was-originally a public project or from a single large
privete producer. There are at present actual examples of all these different
forms.

An agro-industrial producer on the artisanal scale is, for ingtance, a
producer of honey who extracts, processes and markets the end product, which
need not necessarily be merely the honey.

By extrapolation of the example, the reader will be able to see what a
mall-, medium- and large-scale agro-industrial producer is.




As may be gathered, we are talking of a production structure which leads
to the emergence of a new economic agent. This new kind of structure pemmito
of the oxistence and combination of artisans and small-, medium- and large-
scale producers. It must not be understood as excluding the other structures -
the ones we have called traditional - since the strategy does not diccard them
but merely considers them as providing logistic support for the main structures
such as agro-industry or mining or, in some cases, to be structures which
supplement development. However, the agro-industrial structure will in all
cases be the foundation on which the others can be scourely supported.
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THE BASIS OF DEVELOPMENT

Thece agro-industrial complexec give rime to two main kinds of production -
food industries of rural origin and non-food industries of rural origin.

Wheat, rice, barlecy, legumes, maize, sorghum, yucca, sugar, coffee, cocoa,
meat, dairy products, fruits, vegetables, fish, etc. are examples of the one
type, while non-food industries of rural origin are exemplified by those
producing goods serving mainly to satisfy basic human requiremenis for clothing,
housing and basic products such as cotton, jute, wool, coconut and other fibres,
rubber, wood, paper, etc.

Nearly all agriculiural raw materials for non-food use are suitable for
more complex processing than food products and therefore tend to have a higher
value-added factor than the latter. Anocther feature of the non-food product s
sector is that it makes it posaible to compete with symthetic products and
artificial fibres.

It is nomally a characteristic of the latter products and of food products
that their price elasticity of demand is lower than in the case of agricultural
raw meterials, because of the influence of quality and marketing factors tending
to reduce the relative influence of price on demand. Their prices are therefore
more stable than those of agricultural raw materials and their production
provides developing countries with a greater return in terms of value added

than can be obtained by exporting the corresponding raw materials.

Despite the wide variety of existing development models, it seems undeniable
that industries using agricultural raw materials arc particularly suitavle for

developing countries because of the following characteristicss

(a) high labour-intensiveness;
(v) high employment linkage effect;
(¢) 1low capital requirements;

(d) low technical skill requircments because of tho
relatively low technological ceiling;

(e) stimulation of rural development;
(f) a greater degree of export-orientation.



—
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Gencral ctimulation

These industries fulfil an important function by stimulating production,
productivity and diversification of the primary scclor and are sirategic
elements of the development processe It is industries of this kind, basecd
on natural resources, which have opened the way for other industries in
developing countries, juet as was the casec several generations ago in the

industrialized countries.

If by development is meant the gradual raising of social well-being by
means of a fuller realization of human potential and by means of social progress,
technological advance and economic improvements, then industries supplying food,

clothing and housing can be the nucleus of development in many countries.

An essential precondition for the full realization of human potential is
an adequate supply of food, clothing and housing.

Social progress presupposes juster relations between agriculture, industry
and marketing services. It also presupposes & fairer distribution of national
income, better relations between citizens and the society to which they bvelong,
and more concern for the future of generations to come. In most developing
countrics, the industrial processing of agricultural raw materials can have a
great ceffect on all these aspects of social progress. Also, thc fact that some
agricultural raw materials are processed in their country of origin and not in
developed countries abroad will make for greater justice in the international

sphere.

Technological advance, the third main element of development, is also
closely linked with the industrial processing of agricultural raw materiale
because of the application of technology in the post-harvest stage. Given
proper care, considerable quantitative and qualitative waste of agricultural
products can be avoided by means of proper storage, grinding inctallations,
utilization of by-products, industrial processing, packaging ctc. All these
activities can be carried cut on a small or medium scalej they tend to bring
about capital savings and are very labour intensive. They uoually have a
multiplier effect on indﬁstry by initiating demand for containcro, packaging
etc. such as paper fibre bags, wood packagings, tin plate and plartic containnera,
These are activities which in turn stimulate the mechanical engincering und
construction industries and a variety of services, no that a wide-ranging

process for the generation of income and employment opportunities is imtinted.
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Clearly, therefore, the industrial processing of sgricultural raw materials

can in the end bring about economic improvement.

Even the clementary proccssing of raw materials calls for the production of
equipment such as crushers, meat and fish drying plant, rice procecsing machinery,
grain graders and various formms of ancillary devices. This first phase is usuwally
followed by a long chain of cver more complex industrial activitics having back-
ward and forward linkage effects on other industrics and services. In this way

new employment opportunities arise and there is economic improvcment.

Industriec processing agricultural products can also have a catalytic effect
on different kinds of agricultural activity. For instance, the production of
cereals has been stimulated in many countries by the development of services for
the transport and final storage of grain, the growing of fruit and vegctables
has expanded around co-cperatives which select and pack products and around
processing plants, and large numbers of pouliry farms have sprung up around

forage producing plants, hatcheries and poultry processing plants.

These integrated agricultural development programmes linked with enterprises
processing agricultural products have been the main factor in encouraging
farmers to participate in commercial markets. Industries processing agricultural

products can also serve as catalysts for various kinds of agricultural activities.

Industries processing agricultural products seem to encourage fammcrs to
broaden their activities and tackle new ones. They ensure a reliable market,
reasonable credit conditions, training and appropriate technical aid. This
kind of development therefore seems to be particularly important to countries
which have to change over from a subsistence agricultural cconomy to a market

agricultural economy.

In the light of these reasons and principles, therefore, we should study
the integrated agro-industrial complex, as the basic assumption for the

develomment of the region.

The_productive symbiosis

We heve seen that the integrated agro-industrial approach calls for vertical

" imtegration, from the famer to the final consumer, of the entirc procens of theo

production of foods and other agriculturally-based consumer goodse Vertical

s ———
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integration ccntralizes management and in some casecs ownership of all phases
of the process and its plamning in a single body which, being market-
orientcd, adopts an industrial approach and followz a policy adapted to market
requirements. A body of this kind would apply profitability aa thce only valid
criterion of success and would try and produce and process acccptable products

by adopting an industirial approach which would improve agriculiural yields.

The solution of the problem of smallholdings

Centralization of this kind does not mean centralized land ownership,
but the system does often solve the problem of smallholdings. There are
integrated agro-industrial complexes supporting tens of thousands of mmall
producers who would otherwise not achieve economies of scale. Mere ownership
of land is one thing, structural organization and centralized planning ie

another, and both together can give and have given great prosperity.

This approach, which is expressed in temms of the agro-industrial
producer, acts as a catalyst for ite own development, first by the reinvest-
ment of profits, thus increasing the producer's own possibilities, and sccond

by directly or indirectly stimulating the economy of the rural region concerned.

This produces & chain reaction of socio-economic development covering
highway construction, the improvement of water distribution systems, the
development of housing, and improved credit services and training and educational
activities, as well as the diversification of industriasl activities previourly

referred to.

The structure of an integrated agro-industrial complex will include or be
based on groups of activities fundamental to any integral industrialization

prooess.
These groups include:

1. Production of basic crops and the harvesting
or gathering of raw matcrials

Thie group of activities covers the entire range of large-ccalo agricultural

operations nocessary for the production of orops specially inlended for industrial
processing. There are various forms of industrial production, partiocularly with
regard to hunting and fishing, the gathering of wild fruits, borries, vcgetablen
and other similar products.
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2. Prc-procagsing, the trancport and storacc ol basic
cropi, fame, figh and pre-procesgod products

This group covers the activities of growing, harvesting, cold-gtorage,
selection, grading, drying, washing, dehydration, cutiing and other foims of
pre-processing raw materials, in order to prescent them in a more suitable
concentrated form for subsequent industrial processing.

3. Basgic food processing industrieg supplementing
the production of raw materials

This group covers the basic industries for processing primary foods:
the production of sugar, canned fruit and vegetables, vegetable oils, oil
cake, production of flour for preparing particular basic foods and scparating
by-products for other uses. This group is closely reclated to the production

of raw materials.

4. The production of animal feedstuffs

These activities in the cycle of consecutive operations are concentrated
around the industrial production of animal feed, which is the basis for the
success of modern industrial animal husbandry (in fecd-lote). Today the
animal feed producer is the most important link in the chain of the profitable
production of mcat, eggs and dairy produce.

5 The production of animal proteins by the use of
industrial animal husbandry processes

These activities consist of industrialized animal husbandry using a
technique of feeding and fattcning large numbers of animals in “animal protcin
factories" which are oftcen sited very near large markets or procescing
installations (slaughterhouses, meat and dairy produce processing plantn, ctc. ),
leading to a logical form of combination between the animal feed factory and

industrial animal husbandry, the processing plants and the marketing wervicess

6. The production of foods for direct consumption

This includes the secondary industrics processing foods using products
supplied by groups 1, 2, 3 and 5. All these raw matcrials are combincd to
form a large supply of foodstuffs prepared for dircct consumplion or sale to
the consumer. These activitics use advanced technology that ig not labuour-

imtensive to manufacture products of high nutritional value.




7. Distribution and marketinz activitics

This covers all the technical and commercial scrvices required to aohieve
a regular supply of food products for both the domestic and export markets
(warehousecs, refrigerated transport, restaurants, cafeterias, chains of shops
and home suppliers, etc.).

It is not always nccessary to integrate all these groups of activities;
in somc cases a group can be cut out or replaced by opcrations organized in
the form of co-operatives. In some cases it is not feasible 10 start up all
the activities simultaneously and they must be started up gradually. Also,
some food products can be developed successfully in small-scale independent
operations. Clearly, however, the setting up of integrated food processing
complcxes is preferable to other methods of production, provided that it is
viable.

g.vlnbio’c ic activities

Such activities make it possible to programme and oarry out the industrializa-
tion of rural regions with an industrial rather than an agricultural approach,
eince it is usually easier for industry to apply objective criteria to all the
operations. This makes it possible to obtain the benefits of applying industrial
technology to agricultural sectors which are very dcvressed or in which there is
a very high level of ecological hostility.

It is impossible to over-emphasize the bLenefits which this method can
provide in improving local technical skill at all levels.

Projects of this kind have been developed with very great succecs even
in highly depressed regions with noicome marshes and swamps and in subhuman
oonditions not to be compared with those in ordinary regions, and it has
proved possible to establish the most powerful and advanced food produccrs

of the world in such regions.

The people making up the complexes, who were children of the landlcss,
homcless and uneducated, when the oomplexes were set up, are today very
dynamic elements with a high level of scientific and technical training.
Nothing of the past now remains; at present the complexcs aro a Mecea
to which leaders at all levels and of all activities of developing countries

g0 to be trained. Therc is no other system which has managed to raiso a

region and its emtire population to such a level in such a short timo.
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Becord nroduct ivitl

The result: obtained shed light on agricultural yields, which have
increased to world record levels. It can clearly be seen how production
deriving from large-scale industrial animal husbandry and the industrial
production of non-food and focd products depend in the final rcsort onm &
strong agriculiure, which in turn depends on industrial support; +this
finally demonstrates that the growth of agricultural preduction is usually
& critical factor in determmining the rate at which industrialization can
proceed, and in turn that inadequate industrial support for agriculture and
& lack of industrial installations for processing agricultural products
greatly handicap the development of agricultural production and productivity.

In other words, the inter-dependence between industry and agriculture
is represented by the flow of basic products that pase between the two sectors,
whether in the form of industrial support (fertilizers, pesticides, agricultural
machinery, implements, tools, packaging, etc.) or in the fom of the industrial
processing of agricultural raw materials, thus proving that neither induetry
nor agriculture can really advance unless there is a parallel and balanced
development of both sectors. |

Integrated agro-industrial complexes are procisely the best instruent
for achieving this permanent equilibrium.
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THE VIABILITY OF THE NMODEL IN THE DOMINICAN RFPUBLIC

There was unbridled optimism onoe the stage began of pudlioizing the
strategy with a view to identifying the dynamic perconalities who in the
end would implement it, or not; however, doubis became evident in the
language in whioh resistance to change was expressed, not only amongst the
people but also on the part of leading figures in the public sector.

The objections are based on the proposition that the model is not
applioable to the oountry; it is alleged by some that there are short-
comings in domestic human resources, while others say that there are
faults in the aotual struoture and yet others go even further and maintain
that the ohanges imply a socialist revolution.

The aim of this chapter is to prove the viability of the model, '

The development of a vigorous agro-industry requires a number of
elemenis which in the oase of the Dominican Republio are available every-
where - sunlight, water, land, people and ideas. The basis of agro-industry
is photosynthesis., The Dominioan Republic a.].ways says that sugar has been |
the baokbone of its eoonomy. Of all known plantr; sugar cane is the one

that captures the largest amount of sunlight per heotare, Since sunlight.

is not at present subjeot to oonsiderations of prioe, market pressures,
monopoly, need for foreign ourrencies etc., the Dominican economy has been
running on sunlight without any great difficulties.

The Dominican Republic is oarrying out a most impressive water-conirol :
programmo which is bringing very large areas of desert la:d into cultivation
every month, It also has very large unoultivated aroas,

These élements are already there.

Turning now to the viability of the model, the Dominican Republic has
one of the most extensive agro-industrial complexes in the world. lusar-cin:
is at the hub of far-reaching horizontal integration from which radiate
spokes supported by the hub, which become highly profitable activiticus 1In
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thic way animal bucbandry, fruit growing and various agricultural activities
are carried on. The vertical integration is such that, through one of

the "spokes", namely, the hotel and catering trade, its end product finds
its way to the tourists' tables; also, the end product is exported at
optimum prices without all the problems of commercial exporting. The
complex has developed ihe world-famous La Romana holiday resort, the

Mecca of the internztional jet set and far above the level of anything
comparable in the Caribbean. Commercial cinema has also been set up in

the form of a Paramount subsidiary so that art and the idyllic tropical
environment are exported. It is a pole of intecgral development, as are

many of the world's present-day agro-industrial complexes.

True, it was the work of a powerfil transnational corporation, Gulf
and Western Americas, but even though its staff are foreign, it is a spur
t0 all the domestic human resources, including members of the management of
the La Romana Division.

‘8o far as ideology is concerned, we can assume gquite without irony
that Gulf and Western has not postulated a social revolution as a pre-
requisite, and that it would not claim that it was necessary.

We do not kmow where the company is heading, but we observe action
aimed at distributing land among its staff on a settler basis,

In our view, the Dominican Republic should establish several all-
Dominican La Romanas. The model is working.

A medium-size agro-industrial oomplex is SOSUA S.A., where the producers
are the shareholders; this organization produces its own raw material,
processges it indusirially and sells it directly to the final consumer through

its own sales outlets.

Even more - and although it is not something which is not very popular

today - there was in the Dominican Republic an agro-industrial producer who
at the time was one of the biggest in the world. This was Trujillo, who




in his own way - end this does not rob the model of ite characteristics -
‘develonped a wide range of horizontal organizations and ccmpleie vertical
integration, including the production from Dominican agricultural material
of industrial goods which are now no longer produced. The break-up after
Trujillo's death gave rise to the industrial oomplex now known as the
Dominican State Enterprises Corporation (CORDE),

Also, the country has a multitude of artisanal agro-industrial

producers and meny small-scale produoers.

Our oonclusion after studying the situation for three years is that
agro-industry is the only model which works in the Dominican Republio and
the only one which will make it possible to oreate abundant employment.

The oo-owners of the agro-industries are not only rural prqducersj
the necessary human pyramid oonsists of administrative employeés, supervisors,
technicians, experts, craftsmen, eto., performing the functions necessary
for these higher organisms,

By means of these structures the oountry oould stiimulate the minds of

several hundreds of thousands of unemployed intelleotuals who will be
leaving universities and other oentres of study and give them jobs in whioh
the faot that they are oco-owners will give them great interest, enabling
them to fill the leading positions in their sooiety in the way desoribed by
Lé8pez Rodé,
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VII
IMPORT SUBSTITUTION AS PART OF THE STRATEGY

As was scen in Chapter V when we reviewcd the groups of possible
agro-industry activity, the growth of these structures will require
industrial goods. The quantities which this will involve will be sufficient
to constitute a large markets There is not one of the list of products
at present substituted that cannot be included, and many more will have to

be included because demand will be heavy,

There will also be income, however - inoome that will be channelled
or, if one prefers, oaptive within the area of this new production activity.
There will be far fewer middlemen; indeed, many of them will not resist
the temptation offered by these new and profitable aotivities, and will
beoome part of the system.

For this reason, in our view, the only way in which present-day indus-
trialists can improve their situation is to demand agro-industrialization,
a8 it is their only ohance. With it they will also have the training
oentres which the present system has never provided,

We cannot look to import substitution to do cnything other than provide
logistio support for agro-industrialization and later on - since several
deoades will be required - for the industrialization of minings It must be
the supplier of inputs,

The Government has therefore been advised to improve Seotion II of
Law 299 on Industrial Incentives and Protection by clarifying its olassifi-

ocations, These classifications are as follows:?

Category At Substantive indusiries for national development

Category Bt Industries providing logistic support for national
development

Category Ct Industries with a complementary role in national
development
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The other "agro-industry"

This category refors to the industriec in those branches of the
industrial sector which, as a result of intersectoral transfers - wiih or
without middlemen -~ must be regarded as a catcgory within tho substantive

industries, but which enjoy different legal treatment,

The reason for this is quite clear: induutries of this kind are

necessary but not very advantageous.

As we were told both by CEGAN and the Inter-American Institute of
Agricultural Sciences (IICA) in April in San José, Costa Rica, and again

in May in Santo Domingo, the rural producers do not receive the income.

The greatest care must be taken in directing industries engaged in

the processing of agricultural products,

There are more than enough examples in Latin America that illustrate
the results of this situation, Industries begin by arguing the need for
support and protection because they promise to solve the problems of agri-
culture, Even when they start out in this way, their factories soon begin
calling for legislation to permit the import of agricultural raw materials,
thereby turning their backs on the producer and in effect condemning him
to ruin or stagnation, Nothing could have had a more deletierious effect
on the growth of Latin American agricultural production than import activ.ty
under the terms of United States Law 480,

Those producers who, for example, seduced by the siren song of such
factories, rushed to plant thousands of hectares of sunflower, found that
soya-bean oil came on the scene even before they could bring in their
harvests. Those who planied maize for cale to the distilleriecs saw cargoes
of this same product arrive in tanker ships from the United States under
the terms of that law, i

The cotton producers saw cotton arriving by the bale from the same

source, and this has also been true of tobacco and other producta,

]
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But even if there were no such imports, caution would si1ill be
requircd. Within the domestic market there are countless ways in which

the primary producer can be crushed.

On this point we must make it quite clear that wo do not agree with
the United States view that any activity that touches on the processing
of a primary product of agricultural origin until it reaches the final
consumer should be labelled "agro-industry",.

Although the French are quite right in asserting that "le nom ne
fait pas la chose", in this case the name means a great deal as a guard
against the misuse of legislation enacted to provide a major stimulus to
agro-industry as a kind of loophole by industrial enterprises that proceass
agricultural products.

Were this to happen, the result would be not an improvement but a
.deterioration of the situation, since it would lead to the strengthening
of one of the structures responsible for the effects noted by CECAN,

The policy of "more energetic methods" and "innovations" which that
Committee has described as an cssential condition would then not have beon
followed.

This would be a great pity, for today the means of developing agro-
industry do in fact exist,
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The present structure of production makes middlomen necessary not
only for the marketing of primary products, but for the entire range of
different inputs required for productions All these intermediate links

involve costs in preparation; handling and transport.

e
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As in the case illustrated in Figure 1, industrial production also
involves both types of operations, Once the intermediate or finished
product, as the case may be, leaves the manufacturing enterprise, it enters
the chain of middlemen, handling and transport until it reaches either the
ultimate oonsumer or, in the case of semi-finished gocds, a further stage

in its processing.
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Depending on how complete it is, agro-indusirial integration roduces
or eliminates the nsed for middlemen and related costs and transport require-
ments (including wastage and losses), and makes posaible the creation of
& oclosed system which offers major economies, Once horizontal integraiion,
with its corresponding vertical links to industry, has attained a certain
scale, the sysiem beoomes capable of producing many of the inputs which it

requires and which, in the traditional structure, it had to buy from other
sectors, '

A few agricultural production activities can provide ithe banis for
a series of industrial installations which, because thcy are all lccated in
s single industrial ectate where common services can be shared, require
smaller investment - provided, of course, that thcre has been proper advance
planning. The cost to a country of building fifteen steam pgencrators is
lower than that of building one large generator of equivalent powers The
advantages of this system might be shown more graphically in the form of
a diagram of ooncentric circles,
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Figure 5 shows more clearly the lirkages developzd by such a series
of producers and demonstrates how the by-products or, in some cases, even
the waste of one industry can become the raw materials of on indusiry
downstream, and how when cxploited on a complementary basia, together with
other products from the same internal system, they can be reproccused or
raecovered for use in soil improvemeni, as fertilizers or as feed for animals
of different species. Very often, if such waste materials and by-products
were handled and transported by a chain of middlemen, the opportunity
would be lost of putting them to the same kind of economically profitable
use made possible by their recycling within the cloced systems Somctimes,
small quantities of waste materials enable the establishment of relatively
small-scale production activities with a very high market return, as in
growing flowers or breeding certain animals, such as mink, which can convert

ground-up waste products into skins of great commercial value.

It may occasionally happen, as in the case of a dairy industry that
is not part of a complex including the production of saccharifying substances,
that the efficient recovery of a particular by-product will require the
purchase of other by-products originating from outside the complex; never-
theleos, the arguments in favour of such purchases are usually sound enough
to justify this course of action, as a new product is introduced. This has
been shown in Figures 6, 7 and 8, where the important new activity is pig
raising, with its extensive range of industrial products. Such situations,
which are in fact very common, make possible the utilization of by-products
and waste from other outside systems and their conversion into products of
great value within the complex, principally if, besides the inctollations
and fixed costs, there exists within that complex some additional assct that

can be turned to account, such as whey, in the example.
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PROPOSED SCHEME FOR A FOOD INDUSTRIES COMPLEX 1N UOANDA-'/
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