
CHAPTER 1: INTRODUCTION 
 

1.1 Research Background 
 

Developing economies such as the one of Nicaragua have realized that exports 

represent a key factor to improve the standard of living of its citizens. In an era of 

globalization and free trade agreements the possibilities for a sustainable growth of 

the exports seem promising. Also, due to the country’s current and future participation 

in free trade agreements, the creation of effective export promotion mechanisms is 

urgently needed. These international negotiations will be beneficial to Nicaragua’s 

businesses only if these are “equipped” to compete globally. 

The main objective of this thesis is to assess the export potential and 

opportunities that Nicaraguan leather exporters have in the Taiwanese market. 

 Nicaragua is the largest country in Central America, and its abundant natural 

resources represent comparative advantages for the leather industry. These advantages 

should be developed and exploited to contribute to the country’s economy 

strengthening as well as diversification of the export offer. The leather industry in 

Nicaragua has presented a positive performance in recent years but there is a lot of 

room for growth that must be developed.  

Although Nicaragua is the country with the biggest cattle population in the 

Central American Region, and therefore has an advantage, there are several un 

favorable conditions in the production chain that hinder achieving its full potential in 

international markets.  

Taiwan, a country with a very singular history and an economic environment 

comprised mostly of small and medium sized enterprises (SMEs), has proven to be 

successful in creating wealth for its citizens.  The SMEs have played a very important 

 1



role in Taiwan’s economic development; their strength has been the foundation for 

over 40 years of prosperity and growth (Small and Medium Enterprises 

Administration, 2004). There is a lot to be learned from Taiwan experience and there 

is also a long way to go in the trade relationship with this East Asian nation.  

  Nicaragua and Taiwan have strong diplomatic relationships; however the 

commercial ties are not as strong as the diplomatic ones. The  trade deficit of 

Nicaragua with Taiwan in 2003 was of US$ 38,612,449 (Ministry of Economic 

Affairs, The bureau of foreign trade) 

Research Questions and Objectives 

This thesis is focused on evaluating the current situation and competitiveness of 

Nicaraguan leather industry, and developing a strategy to make leather a sustainable 

export product. The opportunities and challenges faced by the exporters are analyzed; 

also the needs and demands of the Taiwanese importers are collected and presented.  

This project aims to provide useful and practical tips to enable Nicaraguan 

exporters to take advantage of the efforts done on the diplomatic side through the 

formalization of bilateral and multilateral agreements with Taiwan. It is an ultimate 

aim also that the sustainability of the exports to Taiwan will benefit the small and 

medium enterprises that form part of the productive chain in this industry. In case of a 

successful implementation with Taiwan, the same model can be studied and tried in 

other markets. Additionally the general recommendations developed could also be 

applied to penetrate the Taiwan market with other products. 

  The methodological approach utilized to analyze this issue consisted of 

gathering primary and secondary data and information. The analysis starts from a 

theoretical point of view and evolves to a more practical approach by field research 
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with both Nicaraguan and Taiwanese private firms and representatives of government 

agencies. 

The research questions that will be addressed on this thesis are: 

1. What are the competitive advantages Nicaragua possesses in the leather industry? 

2.  What do Taiwanese importers of leather need? 

3.  How can the Nicaragua’s government effectively promote the exports of leather 

from Nicaragua in a sustainable way? 

4.  What should Nicaraguan firms do to export more aggressively? 

1.3 Research Process and Organization of the Thesis 
 

The research process consisted on the collection of primary and secondary data. 

The primary data collection was done through interviews to Nicaraguan private 

enterprises in the leather industry, Taiwanese importers and Nicaragua’s Embassy in 

Taiwan. Regarding the secondary data, statistics and records on Nicaraguan exports 

were collected from the respective governmental agencies web sites. Also a literature 

review on competitiveness theory of industries was studied.  

The first chapter explains the goals and methodology. It provides the means 

utilized in the collecting and analyzing of the information with the objective of 

providing the reader a clear picture of what this thesis covers. Chapter two contains 

the literature review. It is a profound examination of the factors that affect 

competitiveness and of useful business models for a successful strategy development. 

Also some Taiwanese governmental policies are examined so they can be used as a 

benchmark for Nicaraguan trade promotion governmental agencies.    

Chapter three covers the research methodology. It explains the research 

framework and how the four research questions aim to provide the clues for 

understanding the supply and demand points of view. It will also provide a better 
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understanding of the competitiveness of the Nicaraguan leather industry.  The answers 

to the research questions are also used as a foundation to develop a strategy for the 

Nicaraguan exporters and governmental agencies in charge of policy development in 

this area. 

In chapter four, the Nicaraguan leather industry is analyzed. It contains an in 

depth study of the findings to the first research question using Porter’s model as the 

framework for the analysis. The competitive advantages as well as the challenges are 

studied in this section.  Finally, some issues related to the development of the export 

are included. 

Chapter five describes the findings of the investigation process. Chapter six 

gathers all the knowledge together to draw some suggestions and strategies for the 

development and sustainability of leather exports in Nicaragua.  

Chapter seven outlines the conclusions and summarizes the findings. It also 

provides ideas for future studies on the topic with the objective that other researchers 

can enrich and further elaborate on the strategies given.  

1.4 Definitions 
 
Small and Medium Enterprise: Formal enterprise in the manufacturing, agro 

industry, commerce and service sector with a minimum of two and a maximum of one 

hundred workers that have developing potential in a competitive environment. 

Medium enterprise: from 21 to 100 workers 

Small enterprise: from 6 to 20 workers 

Micro enterprise: from 2 to 5 workers 

In the leather processing and manufacturing sector, the micro, small, and 

medium enterprises are defined as all those companies whose number of permanent 

employees oscillates altogether between 1 and 49.    
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INPYME: Spanish initials for Nicaraguan Institute for Small and Medium Enterprise                               

Instituto Nicaragüense de la pequeña y mediana empresa   

MIFIC: Spanish initials for the Ministry of Promotion, Industry, and Commerce,    

Ministerio  Fomento, Industria, y Comercio                                                       

MIPYME: Spanish initials for micro, small, and medium enterprise. micro, pequeña 

y     mediana empresa.           

MAG-FOR: Spanish initials for Forest and Farming Ministry. Ministerio 

Agropecuario   Forestal. 

Wet Blue: Hide or skin tanned with chromium salts, which also colour it blue/green, 

and kept in the wet state. A significant stage in which leather is traded semi-processed 

worldwide (University of Adelaide) .  

OEM: Original Equipment Manufacturer 

1.5 Macro Economic Profile of Nicaragua 
 

Nicaragua, a nation of 5.4 million people, has been consolidating a development 

model based on the market and competitiveness. Since 1990 several structural reforms 

have been carried out such as macroeconomic stabilization, privatization, state 

reforms, new regulatory frameworks, and others. 

Nicaragua’s gross domestic product is only USD $4,409 million (Central Bank 

of Nicaragua) and annual GDP per capita is USD $810. These very low figures are in 

part caused by a decade of communism, civil war, United States embargo (1983-1990) 

and several devastating natural disasters (earthquake 1972, and Mitch hurricane 1998).  

1.5.1 The Export Products 
 

In 2004 the total exports where US $899 million. Although these numbers are 

small and in fact are the lowest for the Central American region, the country has 
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registered an increase year by year. Figure 1 shows the export figures for the period 

2000-2004. 

 The main exporting products are coffee, meat, and gold. The three combined 

represent 38 % of the total exports. In recent years the export offer has diversified into 

“non traditional goods” such as: manufactured goods, tropical fruits, cattle, and raw 

materials such as leather and timber. Appendix 1 gives a list of the ten most important 

export products in 2004. 
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Figure 1 Export for 2000-2004 
Source: www.bcn.gob.ni ( Central Bank of Nicaragua) 
 

In 2000 the exports accounted for a total of US $742 million, which decreased to 

US $ 714 and 673 million for 2001and 2002 respectively. However, since year 2003, 

the numbers have increased reaching US $899 million dollar in 2004. 

The Nicaraguan most important commercial partners are North and Central 

America with a 44.7 and 32.9 share respectively.  Table 1 shows the destination by 

area of  the exports in 2004 and the percentage of the total each representing. 

Table 1 Destination of Exports 2004 
REGION In US$ Millions Percentage 

North America 338.2 44.76 
Central America 248.8 32.93 
Latin America and 40.7 5.38 

 6

http://www.bcn.gob.ni/


Caribbean 
Europe 108.6 14.37 
Asia 16.6 2.19 
Rest of the World 2.7 0.36 

Total 755.61 100 
Source: www.bcn.gob.ni (Central Bank of Nicaragua) 

1.5.2. Institutional Aspects for Promoting Exports 
 

With the establishment of a new democratic system in Nicaragua, several 

agencies were created to promote the strengthening of a market economy. The most 

relevant regarding the promotion of exports are: The Directorate for Business 

Promotion and the Directorate for Export Promotion Policies (MIFIC), the National 

Commission for Export Promotion (CNPE) and its Technical Secretariat, and the 

Center for Export Procedures (CETREX); also the Nica Export (formerly called 

Center for Exports and Investments,CEI). Additionally, there is a National 

Commission for Competitiveness ascribed to the Presidency of the Republic, the 

Project for Competitiveness (PROCOMPE), and other projects coordinated by MIFIC 

and other institutions supporting export promotion and foreign trade. 

The directorate for Export Promotion Policies is in charge of formulating, 

evaluating, and implementing the related policies and strategies in consensus and in 

coordination with the other players involved. MIFIC is the guiding body for export 

promotion. 

The National Commission for Export Promotion (CNPE), presided over by the 

Ministry of Promotion, Industry and Commerce, has five representatives from 

business and five from the public sector. Its role is to propose new policy measures 

that would contribute to the developing export firms.  

                                                 
1 This number is different from figure 1 because it does not contain US$ 144 million of  added value 
production in for export only manufacturing. 
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The Center for Export Procedures (CETREX), that is undergoing a process of 

modernizing and simplifying services so that exporters can expedite their procedures 

through the Computerized System 24 hours a day. It is assigned to the National 

Commission of Exports Promotion (CNPE).  

 The Directive Council of the CNPE is formed by five representatives of the 

public sector, which includes Ministry of Promotion  Industry and Commerce 

(MIFIC);,Ministry of Property and Public Credit (MHCP) , Forest and Farming 

Ministry (MAGFOR) , Ministry of  Natural Resources (MARENA) , and Central 

Bank of Nicaragua (BCN).  

And equal number of members come from the private industry, including Superior 

Council of the Private Industry (COSEP), Association of non Traditional Producers 

and Exporters  (APENN), Fisherman’s Camera of Nicaragua (CAPENIC), 

Nicaraguan association of Industrial Exporters (ANIEX), and Exports and 

Investments Center (CEI).  

1.5.3 The Creation of  New Nica Export Center 
 

The Center of Exports and Investments is the result of a joint effort of the 

private sector and the government of Nicaragua, currently supported by the United 

Nations Development Program (UNDP) and the International Development Swedish 

Agency (ASDI). Formerly known as Exports and Investments Center (CEI), the 

Export Promotion Center has established its new goals. These are to increase the 

value of exports by 30 percent in three years and by 50% in five years. At the moment 

the Nica Export Center has accepted the challenge to support the direct export of 

products produced or made by the small national entrepreneurs. They do this by 

locating potential markets and buyers, negotiating the best prices and conditions and 

making all the proceedings of export. 
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The new Nica Export achievements from July to December 2004 were: 

(1) Competitive Intelligence: 

• Hiring of specialized international consulting company in platform 

development (Trade Point). 

• Nica Export was designated to be the agency responsible for the 

implementation and development for the Trade Point in Nicaragua (On the 

part of the Government of Nicaragua and the World-wide Federation of 

Trade Point) 

• Selection of 6 companies to make pilot studies of Trade Point 

• Qualification for the development of: 

 Export Feasibility  

 Product profile 

 Profile of Market 

 Calculation of Costs of Export 

 

(2) Projects Coordination: 

• Selection and hiring of Broker Green World Imports of Houston 

• Selection of 5 types of products to channel the exports 

• Direct producer support in  labeling  and product marks 

• Establishment of inter-institutional coordination (FCR, AID, IICA,   FUNICA) 

 

1.5.4 Macroeconomic Policy and the Small and Medium 
Enterprises in Nicaragua 
 

The macroeconomic stability is the essential foundation for a sustained economic 

growth.  The small and medium sized enterprises, like the rest of the economic agents, 
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have had to make drastic changes to its economic units to be able to obtain higher 

levels of competitiveness. 

Particularly, the opening of the market brought along the removal of the over-

protectionist tariff measures. The enterprises then initiated their processes of 

enterprise transformation. In the case of the SMEs that compete in the international 

context, it is important to take into account two additional aspects. First, the high 

operating costs such as: public utility services (electricity, telecommunications 

transportation, freight charges activity, customs, etc). It is necessary to produce goods 

and services at competitive prices; otherwise the productive sector might be in 

disadvantage with other countries working under more favorable conditions. To this 

date, such costs are still over-priced. The government has already identified such 

issues and is willing to facilitate such conditions as long as the government is 

gradually being able to acquire the necessary resources (Ministerio de Fomento,  

Industria, y Comercio, 2001) . 

Secondly, due to the country current and future participation in free trade 

agreements, the creation of effective export promotion mechanisms are urgently 

needed. These free trade agreements and international negotiations will be beneficial 

to Nicaraguan businesses only if these are “equipped” to compete globally. 

 

 

 

 

The Nicaraguan Institute for the Small and Medium Enterprise 

The government of Nicaragua, well aware of such issues, has developed a set of 

new policies to support the small and medium enterprises. The most significant of 
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these policies is the creation of the Nicaraguan Institute for the Small and Medium 

Enterprises (INPYME, by its Spanish initials, Instituto Nicaragüense de la Pequeña y 

Mediana Empresa).  The INPYME was created March 8th  of 1994  and it is under the 

authority of  Ministry of Promotion, Industry and Commerce (MIFIC). The INPYME 

is de-centralized being with functional, technical, and administrative autonomy. It has 

juridical personality and own  patrimony. 

As a public entity it depends from the executive power. It is subject to the norms 

and procedures that apply for its operations, acquisitions, contracts, registrations, 

internal controls and supervision according to the law it was created under, the 

general budget law. 

 The INPYME is the instrument that promotes the development of the micro, 

small, and medium enterprises according to the policies created in the National 

Development Plan.  INPYME main goals are:  

• To support the creation and strengthening of the managerial and technical 

capability of the non-conventional credit institutions so that these can generate credit 

options for the small and medium entrepreneurs in urban and rural areas. 

• To promote  projects that support the small and medium enterprises. Such 

programs must be designed to increase the productivity and competitiveness levels of 

the sector and therefore the improvement of their income. The INPYME does not 

provide direct credit to the SMEs. The Promotional Activities are: 

1. Participation in International Expos 

2. Entrepreneurial Encounters 

3. Business conferences (ruedas de negocios) 
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4. Design and installation of exhibitors in Embassies and five stars hotels in   

Managua 

5. Creation of Product Catalogs 

6. Promotion of Financing services 

Small and Medium Enterprises in Nicaragua 

The importance of SMEs as an economic development instrument for the 

country stems from the fact that these represent the majority of the business of the 

country and generate 90% of the employment (Ministerio de Fomento, Industria, y 

Comercio, 2001).  These enterprises are very flexible in their productive processes 

which allow them to better compete in the new international environment. In 19982 

153,319 businesses were classified as SMEs. 

 
Table 2 The Structure of the SMEs in Nicaragua 
No. of Employees Type of Enterprise No. of Enterprises Percentage 

From 21 to 100 Medium 712 0.46% 

From 6 to 20 Small 4,526 2.95% 

From 2 to 5 Micro 49,718 32.42% 

1 One Person 98,319 64.16% 

Total  153,319 100% 

Source: Ministerio de Fomento, Industria y Comercio (2001), p 16 

 

 

 

 
 

                                                 
2 These are the latest statistics available 
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