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L- INTRODUCTION

The Nicaraguan sugar industry emerged 100 years
ago. Since then, modemnization and technological
advances have provoked transformations in labor,
environmental and social conditions associated with
the industry. In the last thirty years, the sugar
industry has become one of the most important
sectors in the country.

© The sugar industry is one of the main sources of
employment and foreign currency generation for

— ‘ Nicaragua. Sugar is also one of the most important
products for domestic consumption.

In the 1960s, sugar was the third largest agricultural export, after cotton and coffee. In
the 1970s and 1980s, it was outranked by meat, but it regained its ranking in 1956 due
to decreased cotton production.

Table 1: Area of cultivation of Nicaraguan principal export products

(thousands of manzanas)’

Averages Coffee | Cotton | Banana | Sesame | Tobacco | Sugar | Total
1960/61 -1129.4 11561 N.D. 142 1.011 33.4 334.1
1970/71
1970/71 ~[123.8 |186.5 3.6 10.5 2.188 52.0 378.6
1980/81
1980/81 -177.7 100.3 3.7 204 2.283 59.0 263.4
1990/91
1990/91 —-1106.5 |22.1 33 31.9 1.312 58.8 223.9
1992/93

PERCENTAGES

Averages Coffee | Cotton | Banana | Sesame | Tobacco | Sugar | Total
1960/61 —138.73% |40.72% |N.D. 4.26% 0.30% 9.99% | 100%
1970/71
1970/71 —132.70% {49.26% 10.95% 2.78% 0.58% 13.73% | 100%
1980/81
1980/81 ~129.49% |38.09% |1.40% 7.73% 087% 22.41% 1 100%
1990/91
1990/91 ~|47.57% 1 9.86% 1.47% 14.25% |0.59% 26.26% | 100%
1692/93

Source: Base de Datos, Banco Central de Nicaragua (B.C.N.)I

In the 1995-6 and 1996-7 cycles, sugar production increased considerably due to
different factors, including an increase in the cultivation area, increased self-financing,
increased national demand and increased output per arca, and the recovery of
international prices. Furthermore, economic incentives, such as exemption from tariffs
for importing supplies and parts, have helped modernize the production system.

' | manzana = 1.728 acres or 0.7 hectares.



In the 1980s, under the administration o i NN | the FSLN (Frente

Sandinista de Liberacién Nacional) party, the Nicaraguan sugar production system was
in the hands of the state (centralized system). That is to say, the state controlled and
regulated the industry. During this time, the sugar industry was comprised of seven

sugar refineries: or : or Jae

Ay '
Ay o ommniingy - P - P

The sugar industry began to be privatized in the early 1990s, during the government of
president rom the UNO (Unidon Nacional Opositora)
party. During this process, three sugar refineries ( nd

closed, as a result of decreases in international prices, administrative
problems, and production problems.

Table 2: Employment in the sugar industry (1993-4 harvest)

Sugar refineries | Permanent Temporary Total Supplying
workers workers Employment Colonos

549 828 1,377 102
i 310 185 495 95
IR 900 650 1,550 1,300
AR 1,626 2,562 4,188 135
A 228 567 795 23
Total 3,613 4,792 8,405 1,655

Source: Comité Nacional de Productores de Aziicar (CNPA)

Other sugar refineries remained, with stronger production: JEEREE—G—GGGERN.
(S iR IR W

and ,“ Currently, these refineries are part of the
Nicaraguan sugar production system. They have been organized since 1993 in the
National Sugar Producers Committee (CNPA). This Committee (CNPA), aims to
guarantee the placement of sugar in the internal market, guarantee distribution in the
internal and international market, regulate prices and sugar companies’ participation in
the market, carry out audits, and control domestic prices.

Today, Nicaragua has 4 sugar refineries and about 650 small independent producers that
cultivate sugar cane. Nationally, there are about 60,000 manzanas of land under sugar
production.

Nicaragua produces about 7,500,000.00 quintales” of sugar. On average, 45% is
exported to the global and preferential markets, and 55% is consumed domestically. It 1s
also estimated that the sugar industry generates about 35,000 direct and indirect jobs,

? A quinal is equivatent to 100 kilograms.



Table 3: Production and destination of Nicaraguan sugar

YEAR Production Domestic Exports
(thousands of consumption {thousands of
quintales) - C : quintales)
1987/1988 |~ 3,104.0 © 2,012.2 1,091.8
1988/1989 . 3,850.0 - 3,098.6 751.4
1989/1990 4,361.0 2.667.9 1,693.1
1990/1991 4,773.0 2,242.0 2,531.0
1991/1992 4,278.0 1,805.1 2472.9
1992/1993 [ 4,687.0 2,793.7 1,893.3
1993/199%4 4,585.0 3,1573 T 14286 ¢
1994/1995 5,534.0 3,300.0 22340
1995/1996 6,740.4 3,500.0 3,240.4
1996/1997 7,810.3 4,026.3 3,784.0
1997/1998 7,938.7 3,900.0 3,711.8
1998/1999 7,381.9 3,900.0 3,041.6
1999/2000 8,960.1 3,898.3 4,316.1
2000/2001 §,769.9 3,859.7 5,471.6

Source: Comité Nacional de Productores de Aziicar (CNPA)§

L SR,

Y BACKGROUND

1. Nicaraguan sugar industry, 1950-1990

Since 1950, different scenarios have directly influenced the efficiency and productivity
of the Nicaraguan sugar industry. Faae :

From 1950 to 1979, there was sustained growth in the production of sugar, reaching a
record production level in 1974/5 of 5.7 million quintales of sugar, as a response to
favorable prices in the international market.

This growth began with an expansion in the area planted with cane, the introduction of
and experimentation with new varieties, the application of better and more appropriate
cultural practices on the plantations, the introduction of new technologies in industrial
processing, the modemnization of the industrial plant, and a feeling of security in
property and investment.

Beginning with a fall in sugar production during the 1979-1980 harvest as a result of the
accumulated effects of the civil war, a period of recuperation began with the 1980-1
harvest and lasted until the 1983-4 harvest, when the production reached 5.2 million
quintales, just 500,000 less than the record.

In that time, the effects of the Nicaraguan civil war provoked a scarcity of foreign
currency, which made it difficult to access supplies and parts. The situation was made
worse by the excessive state intervention in price fixing and domestic and international
trade. State property in the sugar industry also appeared at this time, as a result of the



confiscation of the YjESMINPd W cfincrics and the negotiated incorporation
of the RN YN rcfincries.

During the 1984-5 and 1987-8 harvests, the negative effects mentioned above continued
to intensify, affecting attention to plantations, and the maintenance of the industrial
plant. During this time, the effects of the monetary policies made the price of a quintal
of sugar or a ton of sugar cane equal to one box of cigarettes. This led to a decrease in
the amount of land planted with cane. Even more importantly, little attention was paid
to the cane plantations. As a result, in the 1987-8 harvest, production only totaled 3.1
million quintales, the lowest figure in 30 years.

As a response to this deterioration, an organization was created for the 1988-9 and
1990-1 harvests that administered the state property, which represented 48% of the
pational production, with a high level of autonomy in the administration of financial
resources, commerce, and price fixing.

After 1988, the state property was incorporated, production recovered, reaching 4.8
million quintales in 1991 (equivalent to 17.9% of annual growth).

With the change in government in 1991, exchange rate policies (fixed rate, overvalued
with growing inflation), credit restrictions, and unstable political and labor conditions,
once again created a marked reduction in efficiency. Production reached 3.9 million
quintales, only 800,000 more than the historical minimum.

The main pegative factor that determined these results was the introduction of the
monetary unit known as Cérdoba Oro in 1990, as a result of the monetary policies that
established a 1:1 parity between the cordoba and the US dollar without correcting the
distortions in relative prices that the previous government had maintained. This led to
high production costs, and restrictions on credit.

As we have seen, the central government has a determining role, catalyzing and
facilitating actions that reinforce and adjust existing programs related to the sugar
sector, and creating new conditions that stimulate investment in new plantations and
improved production processes.



Table 4: Sugar production in Nicaragua (thousands of quintales)

- —4-—IF 3t 43—
-
1982/83 12,5527 |---- 658.7 488.2 3297 816.3 117.0 4,957.7
1983/84 12.640.0 |---- 660.8 515.0 5330.6 747.1 98.1 5,191.6
1984/85 | 1,958.7 |58.8 645.8 621.2 450.6 548.9 69.9 4,354.0
1985/86 12,136.5 [258.2 618.0 635.8 3393 587.1 69.3 4,674.2
1986/87 11,538.6 1385.2 680.3:.. [587.0 365.0 5448 51.7 4,152.5
1987/88 [ 1,186.7 {513.8 522.4 304.9 263 .4 275.7 37.4 3,104.0
1988/89 | 1,158.1 15517 4442 5024 3474 447.6 323 3,483.8
1989/90 | 1,760.5 1698.7 528.9 479 1 429.4 426.1 37.9 4,360.6
1990/91 | 1,831.9 11,053.7 |489.6 535.5 393.7 424.5 41.0 4,772.9
1991/92 |1,788.4 |767.9 412.6 440.0 3214 5134 34.7 4,278.5

Source: Comisién Nacional de] Aziicar (CONAZUCAR)]

Sugar production surpassed 3.9 million quintales in the 1992-3 harvest and reached a
historical record with 7.81 million quintales in the 1996-7 harvest. That was surpassed
again the following year with a production of 7.938 million quintales. Production
decreased in the 1998-9 harvest, totaling 556,729.49 quintales less than the previous
year, duc to Hurricane Mitch, when large quantitics of water inundated the sugar
plantations. Production totaled nearly 8.77 million quintales in 2000-1, showing a
decrease of about 14% in relation to the previous year, as a result of the closure of two
refineries, Victoria de Julio and Javier Guerra. There was a slight increase in production
during the 2002-3 harvest, with production totaling 7.57 million quintales.

After reaching outputs of 47.68 tons per manzana in 1993-4, there was an increase of
about 13.5% in the 1996-7 and 1997-8 harvest periods, reaching more than 54 tons per
manzana.

However, output exceeded 54.27 tons per manzana in 1998-9, also as a result of
Hurricane Mitch, as explained earlier. Production reached 51.67 tons of came per
manzana in 2000-1 and 58.22 in 2002-3.

Table 5: Sugar production, 1997-2003

Concept | Measure |1997/ 1998/ 1999/ 2000/ 2001/ 2002/
1999 1999 2000 2001 2002 2003

Harvested | Manzanas | 75,585.11 | 74,886.80 | 78,570.08 | 74,367.06 | 57,569.68 |58,341.00

area

Milled Tons. 4,101,710 3,759,297 14,160,699 |3,842,604 |3,459.453 13,431,301

cane

Sugar quintales | 7,938,711 7.381,982 | 8,960,186 18,769,908 7,567,599 17,574,517

produced

Agric, (Tons/ 54.27 50.20 52.95 51.67 60.09 58.22

output Mz)

Indust. (Lbs/Ton) | 193.55 196.37 215.36 228.23 218.75 220.75

output

{Source: Comité Nacional de Productores de Aziicar (CNPAY




2.- Types of Sugar Cane Producers on a National Level

There are two types of cane producers on a national level: Industrial refineries and
independentsproducers. e e _—

2.1.- Sugar Ingenios: The sugar refineries collect and process harvested cane. They
also market the molasses, which is used as a primary material for producing alcohol,
rum, and cattle feed. Today there are four sugar refineries in Nicaragua, which are
described below.

0 AN This is the company that owns eI
located in waiiggpte ENSEARRPNNNNIe. This is the largest
refinery in Nicaragua, with the capacity to process 13,000 to 16,000 tons per
day. It produces approximately 63% of the sugar in the country. It produces raw
sugar and sugar sulfite, and is the only Nicaraguan ingenio to produce refined
sugar. It has a laboratory of agricultural research where it experiments with new
sugar varieties.

Q his group owns the TN,

which is located in It is the second largest
refinery in Nicaragua and has a daily milling capacity of 7,000 tons. It produces
approximately 23% of the national raw sugar and sulfite sugar in the country.

a =This company owns the W=
which is located in ‘NN s i the

third largest refinery in terms of installed capacity. It can mill about 3,500 tons
per day. It produces raw and sulfite sugars and contributes 8% of the sugar

produced nationally.

a located in thw
It produces raw and sulfite sugars, totaling about 5% of

national sugar production. It has the capacity to process 2,500 tons per day.

TFable 6: Daily production capacity

This table shows the daily

Refineries Production Production production capacity in
capacity 2002/2003 tons of sugar produced by

(T.C/dia) (quintales) each of the refineries on a

16,000 4,308,721 national level, and the

7,000 2,471,532 total production in

3,500 533,297 quintales of sugar for the

2,500 260,967 2002-3 harvest. The table

TOTALS 29,000 7,574,517 serves to illustrate the
Source: Comité Nacienal de Productores de Azacar | productive strength that
(CNPA) the refineries represent

within the national sugar

industry.

10
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2.1.1.- Njcayagua Sugar Estates: -
In 1980, the MNP cquircd the GEMENMINNIER | ntation, located in AT

Along with a group of businesspeople, they created a
new company, which has been slowly growing and has become one of the largest and
most technologically advanced refineries in Central America.

The-Rpi NN o5 o total area of 20,966.39 manzanas. During the 2002-3

harvest, it processed the cane cultivated on 32,975 manzanas, of which 13,108 (39.7%)
manzanas were its own property, 4,424 (13.4%) manzanas were rented, and it bought
the cane produced on an additional 15,443 manzanas (46.8%). The total production was
1,935,634 tons of cane, reaching an average output of 58.7 tons of cane per manzana. In
the 2002-3 harvest, ISA processed 11,629 tons of cane per day for a total of 4,190,998
quintales of sugar by the end of the harvest time.

Table 7: hanges in area under cultivation and output per

manzana (Harvests 98/99=2002/03), -

OWN'PROPERTY | Units Harvest Harvest Harvest Harvest Harvest

‘e _ 98/99 99/00 00/01 01/02 02/03

Area Manzanas | " 12,080 11,799 12,292 12,402 13,108

Agricultural output | T.C/mz 61.18 65.73 74.47 76.63 74.09

Cane production Ton.C. 739,143 775,622 015,336 050,367 971,060

'RENTED

Area Manzanas 2,585 3,615 4424

Agricultural output | T.C/mz 56.32 50.92 49.55

Cane production Ton.C. 145,585 184,068 219,189

TENANT

FARMERS

Area Manzanas 23,655 23,468 18,885 18.851 15.443

Agricultural output | T.C/mz 47.99 50.36 50.88 53.12 48.27

Cane production Ton.C. 1,135,268 | 1,181,849 960,943 987,023 745,385

TOTAL

Area Manzanas 35,735 35,267 33,762 34,598 32,975

Agricultural output | T.C/mz 52.45 53.30 59.89 61.33 58.70

Cane production Ton.C. 1,874,411 1,957,656| 2,021,864| 2,121,458 1,935,634
| Source: J

11




Table 8 ® Changes in production and productive output
(Harvests 98/99 — 2002/03)
Units Harvest Harvest Harvest Harvest Harvest
98/99 99/00 00/01 01/02 02/03

Harvest days Days 187 170 167 180 168
Milled cane Ton. C. 1,874,411] 1,957.656| 2,021,8641 2,121,458 1,935,635
Milling per day Tons 10,024 11,516 12,107 11,786 11.629
Industrial output Lbs./Ton 199.50 222.62 22936 219.06 216.51
comp.
Total sugar quintales | 3,739,514| 4,358,150 4,637,413} 4,647,187 4,190,998
production
Refined quintales | 1,207,205 890,391 | 1,122.342| 1,086,856 885,837
Sulfite guintales 843,4001 1,515,408 557,293 | 1,187322| 1,220,509
Raw quintales | 1,688,909 1,953,350 2,957,777| 2.373,009 2,084,652
Miel Fina 85 Brix Gins. T. | 11,180,997 | 11,962,735 12,067,517 | 12,681,800 11,361,299

Q.
Lost time % 24.43 24.20 11.70 16.10 13.40
Saccharose % 12.45 13.35 13.33 12.94 12.90
(sucrose)’ in cane
Saccharose in % 2.80 3.08 249 2.47 2.21
bagasse’
Total Josses % 2.64 2.37 2.04 2.16 2.21
Consumption of | Lbs./Ton. 1,153 1,006 958 887 923
steam C
Consumption Glns./Ton 0.61 0.16 0.05 0.06 0.07
petroleum C
| Source: A - |

2.1.1.1.- Working conditions in Yiiyumaufiins

oyt BRI o5 3,000 temporary workers that do field work during the
harvest period (November through May). It also has 500 permanent workers that

preparc the fields and carry out other activities year-round. Of the 500 permanent
workers, 30 (6%) are women and 470 (94%) are men. Of the 3,000 temporary workers,

100% are men.

PR | 50 has permanent employees carrying out other jobs, in the areas
of administration, factories, safety and hygiene, education, etc. The workers in these

areas total about 3,000 workers, of which 183 (6.1%) are women and 2,817 (93.9%) are

e,

* A complex carbohydrate found in many plants and used as a sweetening agent.
# The residue of sugar cane production.

12




Table 9: "Number of workers

TYPE OF WORKER WOMEN MEN TOTAL
Permanent 30 470 500
Temporary 0 3,000 3,000

TOTAL WORKERS 30 3,470 3,500
Admin area (70 technicians) 3 67 70
Factory 50 250 300
Field (80 technicians) 120 1,488 1,608
Autos and parking (10 4 996 1,000
technicians)

Safety and hygiene 6 16 22
School (32 teachers) | eeeeeemd  mmme e
TOTAL WORKERS 183 2,817 3,080

| Sources: AN i

Regarding the level of organization of the workers in the JuEyEEONNERENG—NS i
nion only has 160 affiliates, which equals 32% of the permanent

workers and 4.6% of the workers hired during harvest times.

Table 10l 1iliatcs R Union

TYPE OF WORKERS WOMEN MEN TOTAL
Permanent workers affiliated to union 160 130 160
Temporary workers affiliated to union 0 0 0

| Source: MEEENSANE |

Additionally, in the there ar¢ 4 unions organized by the
which are:

o 62 affiliates
o m 31 affiliates
o el  ©S affiliates
o At 32 affiliates

TOTAL Number of Affiliates in dJi® 210

2.1.1.2.- Relationship between private producers and thJilj i yiu———"

The relationship between private sugar cane producers and theal e
established through a signed five-year contract that stipulates the formula for the sugar

cane prices, the area to be harvested, the form of payment, bonuses and sanctions
according to the quantity of sugar per ton of cane.

These ag}:eements are made according to the quality of cane produced, since the basic
content is 170 pounds of sugar per ton of sugar cane. If the sugar content is 200-205
pounds of sugar per ton of cane, they pay 5% extra. If the content is greater than 210
pounds, the payment is 10% extra. In contrast, if output is lower and is only 1350

13







