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The report denominated “Central America in the Global Economy” presents an analysis of the economic 
performance of the Central American Region while immersed in the most recent international economic context. 
A topic relevant to the region is included in each publication in the series.

This first edition presents the results of the analysis on international trade and its importance on the economic 
development of the Central American region. As well as main findings and policy recommendations to strengthen 
regions international trade. 

The preparation process was coordinated under the leadership of Dr. Florencia T. Castro-Leal, Chief Economist. 
Likewise, its drafting was the responsibility of Rodrigo Méndez Maddaleno, Economist and Miguel Ángel Medina 
Fonseca, Economist as well as technical collaboration by Carmen Elisa Méndez , Junior Economist and Armando 
Enrique Navarrete, Head Economist.

The opinions expressed in this publication are those of the authors and do not necessarily reflect the views of 
the Central American Bank for Economic Integration (CABEI), its Executive Board of Directors or the countries it 
represents.
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IVExecutive Summary

The world economic outlook pointed to an economic 
contraction on 2020 derived from uncertainty 

derived from the health crisis caused by COVID-19 
on the first quarter, mainly due to negative effect of 
sanitary measures undertaken by countries around 
the world, such as closure of non-essential economic 
sectors and mobility restrictions on persons. 

The negative shock deepened the growth slowdown 
that was observed during 2019, which was linked 
to commercial tensions between China and the 
United States. These were beginning to ameliorate 
due to a partial agreement on both sides on January 
2020. Commercial flows of good and services have 
been growing at a slower pace on 2010-2019 period 
at rates of 6% aggravated by the aforementioned 
tensions, slower than the 12% on the previous decade 
2000-2009. This has also manifested itself on a small 
disruption on manufacturing global supply chains. 

Despite a negative commercial environment, Central 
America growth was 3.3% on 2019 (3.8%on 2018); a 
higher rate than the one observed for Latin America, 

United States and the world. Outlook for Central 
America before COVID-19 shock was 3.9%, which now 
has been revised down to -3.0%. On the other hand, 
the region has shown stability of exchange rate and 
inflation, this last one locating itself within stablished 
ranges by each countries monetary authorities. 

The growth rates of Central American exports and 
imports have been similar to the average evolution 
observed in the international economy, and most of 
the time above the Latin American region. However, 
it should be noted that the growth rate of the value of 
the Region’s exports was reduced by falls in the prices 
of the main exported products, especially from 2010. 
In this sense, it can be seen that the export prices of 
products such as sugar and coffee are below the 2010 
price level, although a slight recovery is expected in 
the price of coffee starting on 2020, while bananas 
registered positive trends in their prices.

Central America’s trade policy has focused on openness, 
which has been reflected in the trend towards lower 
levels of average rates in the countries, which are 
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mostly below 5%. Likewise, trade continues to be an 
important component for all economies, where the 
size of the trade flow averages 67% of GDP.

In Central America, efforts to open new markets 
through the negotiation of free trade agreements 
since 2000 are evident, highlighting that almost half 
of these have been negotiated as a Region. However, 
despite the efforts made to open more markets for 
Central American products, for the most part, exports 
are concentrated in the United States and the regional 
market, which represent 39% and 23% of the total 
value of exports. Furthermore, it has been found that, 
although the growth of exports to the European Union 
has increased, they have not grown at a faster rate prior 
to the signing of the Trade Association Agreement.

This report reveals that there are bottlenecks that 
are impeding a diversification of export destination 
and entrance to new markets for Central American 
exports, whether this is due to non tariff barriers, lack 
of business intelligence, or regional business scale. 
This has resulted on high concentration of commerce 
on few markets. 

The variety of Central American goods that are 
exported has increased over time, specifically 
since 2000 the trend has been towards greater 
diversification. One of the main findings in this report 
is that such diversification has been horizontal, that is, 
the new products contain similar levels of technology, 
generating similar added value. However, this report 
highlights that the production structure has been 
changing, and product categories with higher added 
value and sophistication have been identified that have 
grown at high rates and each time with more weight 
within the total exports of the Region (star products), 
such as medical instruments, orthopedic devices and 
cocoa. These are industries that between the 2000-
2015 period showed a dynamism that is necessary to 
deepen.

Finally, this report highlights the importance of 
infrastructure investment on ports to strengthen 
international trade in Central America, given that 
75% of the volume of goods in the Region is carried 
out by sea. In this sense, 7 of the 21 ports concentrate 
approximately 80% of the merchandise traffic. 

Given this, it is relevant to consider the continuous 
improvement of the connectivity of the regional 
port system with the rest of the world, as well as the 
infrastructure that connects it to local production. 
Among other things, characteristics such as the 
capacity of the ports themselves, facilitation of export 
procedures and their cost should be considered, among 
others.
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World economic growth has slowed since 2017, from 
38% to 2.9% for 2019, the lowest rate observed since 
the end of the 2009 global economic crisis. This result 
reflects the combined effects of a series of world-class 
events, including:

• The growing protectionist policies in the world. 
This situation has worsened since the beginning of 
2018, intensifying the slowdown in international 
trade, which has registered less growth in the years 
after 2009, going from an average growth of 12% 
per year in the previous1 period to 6% from 2010-
2018. In particular, the escalation in trade tensions 
between the United States (U.S.) and China and 
among other international trade actors (see box 1), 
has impacted the growth of world trade and this, in 
turn, has affected global value chains, mainly those 
associated with the manufacturing industry sector

FROM ECONOMIC 
SLOWDOWN TO 
COVID-19 CRISIS

• Reduced investment in GDP in advanced 
economies. The persistent lag in the recovery 
of the real economy of the Euro Zone, with the 
uncertainty generated by trade conflicts, has led 
companies to be more cautious when making 
new investments, which has had an impact on 
economic growth in the short term, but also 
limits future potential growth.

• A less dynamic Chinese economy. The Asian 
giant continued to deepen the changes to its 
economic development model, which is more 
oriented toward boosting domestic consumption 
and less toward the export sector

1In large part, this dynamism was due to the impulse originated by China’s entry into the World Trade Organization, which led this country to increase its participation   
in total world exports from 2.4% in 2000 to 10.6% in 2018.

A
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Along these lines, it is expected that in 2019 the 
lowest inter-annual variation rate of the volume of 
international trade will be recorded (1.0%), and the 
second lowest in the variation of the investment to 
GDP ratio (-0.4%), during the period after 2009. The 
manufacturing industry sector was the most affected 
this year, with declines in the industrial production 
index in the U.S. and the Euro Zone. This was related to 
flat trajectories, or reductions in some months, in the 
amounts of orders for durable consumer and capital 
goods in the United States.

However, economic and commercial outlook for 2020 
has changes substantially due to COVID-19 outbreak; 
initially its impact was limited to Wuhan, later in 
Europe and finally it reached the rest of the world. On 
May there are more than 4 million confirmed cases, 
nearly 300 thousand deaths and around 1.5 million 
patients recovered. This situation has led governments 
to undertake sanitary measures focused on social 
distancing, limiting persons mobility and closure of 
economic sectors considered non-essential.  

Thus, according to the IMF’s latest estimates world 
economic output will fall 3.0%, a fall that surpasses 
that of the great recession during 2008-2009, and a 
subsequent recovery on 2021. Another consequence 
of COVID-19 pandemic will be a slowdown of the world 
commercial flows (figure 1). 

A ECONOMIC GROWTH
(ANNUAL VARIATION, PERCENTAGE)  

B ECONOMIC GROWTH
(ANNUAL VARIATION, PERCENTAGE) 

FIGURE 1

Fuente:	 Own	 elaboration	 with	 information	 from	 the	 World	
Economic	Outlook	,	October	2019	and	January	2020,	IMF.	Board	
of	Governors	of	the	Federal	Reserve	System.

OUTLOOK OF THE WORLD ECONOMY, ADVANCED AND 
DEVELOPING ECONOMIES, INVESTMENT AND TRADE

World
Advanced	Economies
Developing Economies

World
Advanced	Economies
Developing Economies



4International and Regional Macroeconomic Situation

c GROWTH, INVESTMENT AND WORLD TRADE
(ANNUAL VARIATION, PERCENTAGE) d INVESTMENT TO GDP AND WORLD TRADE VOLUME

(PERCENTAGE)

US AND EUROZONE INDUSTRIAL PRODUCTION 
INDEX (INDEX)* f USA: NEW ORDERS FOR DURABLE CONSUMER 

GOODS AND CAPITAL GOODS (BILLIONS US $) e

Note: 	*	Last	available	data.	

Source:	Own	elaboration	with	information	from	World	Economic	Outlook,	October	2019	and	April	2020,	IMF.	Board	of	Governors	
of	the	Federal	Reserve	System.

FIGURE 1 (continuation)
OUTLOOK OF THE WORLD ECONOMY, ADVANCED AND DEVELOPING ECONOMIES, INVESTMENT AND TRADE

INVESTMENT TO GDP WORLD TRADE

Trade	volume	of	goods	and	services
World	GDP
Investment	to	GDP
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World inflation in 2019 was slightly lower than that 
registered the previous year, as a result of an increase 
in inflation observed in advanced economies that was 
offset by lower inflation in developing economies.

During the year, uncertainty in international markets, 
associated with the downside risks in economic 

activity, translated into lower inflationary pressures and 
downward corrections to inflation estimates in most 
countries and regions of the world, except for Latin 
America and the Caribbean (LAC); this was associated 
with particular situations in specific countries of this 
region.

Inflation forecasts for 2020 have been revised down for 
the world, United States, Europe and Central America, 
except for Latin America as a whole. Nevertheless, 
inflation for 2021 is expected to pick up to similar rates 
to the ones previously forecasted (figure 2). 

The yield curve for the United States is part of the set 
of indicators that economists consider evaluating and 
create their expectations about future macroeconomic 
and financial performance. In particular, the trend of 
the inverted yield curve generated greater uncertainty 
about future economic prospects for most of 2019, 
given that one of the explanations for this behavior is 
associated with investors expecting lower economic 
performance in the future. On 2020 yield curve has 
remained positive mainly because of the reduction on 
the FED’s policy rate to the zero-lower bound 
(figure 3).

In this context, due to the global economic slowdown 
and the downward uncertainty generated by the health 
crisis, the central banks of the United States2, the Euro 
Zone and other advanced economies, decreased their 
monetary policy interest rates, alongside additional 
measures aimed at maintaining credit flows to the 
financial system. In this regard, the United States 

2 Calculated as the difference between the interest rate of the 10-year Treasury bonds minus the 2-year Treasury bonds.
3 Historically the differences in long and short term rates have shown a positive statistical relationship with the probabilities of a recession in the
   United States (Wright, 2006).

MONETARY POLICY IN ADVANCED 
ECONOMIES ENCOURAGED
ECONOMIC ACTIVITYB
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Federal Reserve reduced the federal funds rate by 150 
bp, from 1.75%-1.50% to 0.0-0.25%.  Meanwhile, the 
European Central Bank kept its policy rate at -0.50% 
and undertook additional measures like buying public 
and private securities to provide liquidity to markets 
(figure 4).

In line with the monetary policy of the United States, 
the central banks of Costa Rica, Dominican Republic, 
Honduras and Guatemala have lowered interest rates 
on 2020 as part of policy action to ameliorate economic 
shock from COVID-19 (figure 4).

A INFLATION
(ANNUAL VARIATION, PERCENTAGE)

B DIFFERENCES IN THE FORECASTS OF APRIL AND 
OCTOBER 2019 (PERCENTAGE POINTS)

FIGURE  2
INFLACIÓN SERÁ CERCANA AL PROMEDIO DE LOS ÚLTIMOS AÑOS

WORLD EURO
ZONE

USA CHINA LATAM C.A.

WORLD EURO
ZONE

USA LATAM C.A.

Source: Own elaboration with information from Perspectives
of	the	World	Economy,	April	and	October	2019,	IMF	and	with
SECMCA information.
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Reductions	 in	 monetary	 policy	
rates	 in	advanced	economies	and	
in	the	Region	sought	to	generate	a	
stimulus	to	economic	activity	and	
the labor market in 2019.

DID YOU 
KNOW 
THAT?

YIELD CURVE OF THE UNITED STATES REFLECTS DECREASE IN POLICY RATE, TREASURE RATE AT 10 
YEARS - RATE AT 2 YEARS (PERCENTAGE)

FIGURE 3

Fuente: Own	elaboration	with	information	from	the	Federal	Reserve	Bank	of	St.	Louis.

EXPANSIVE POLICY BY DEVELOPED ECONOMIES 
AND CENTRAL AMERICAN COUNTRIES, POLICY 
RATES (PERCENTAGE)  

FIGURE 4

Source: Own elaboration with information	 from	 the	 Federal	
Reserve	Bank	of	St.	Louis	and	SECMCA.

Dominican	Republic	
Guatemala

Deposit	facility	(ECB)

Honduras
Costa	Rica

2.4
2.13 1.83

1.55

-0.4 -0.5
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Recent events during first quarter of 2020 have led to 
the International Monetary Fund to revise downward 
global output to -3.0% in 2020. Additionally, there 
are estimates of a fall in activity of US and EU, the 
regions main exports destinations to -5.9% and -7.5% 
respectively. Likewise, output for Latin America is 
expected to be -5.9% (figure 5.A). Meanwhile, CABEI’s 
own estimates for Central America show a fall in output 
of -3.0%, near 7 percentage points lower than previous 
forecasts (BCIE, 2020). Recovery is expected for the year 
2021 (figure 5.A and 5.B).

En este contexto, las estimaciones del BCIE muestran 
que Centroamérica tendrá una recesión de alrededor 

de -3.0%; cerca de 7 puntos porcentuales menos que 
las proyecciones previas a la crisis (BCIE, 2020). En 
general, se espera que se de una recuperación en el 
2021 (gráfico 5.A y 5.B).

In a year of global economic 
slowdown,	 Central	 America’s	
growth	continued	to	be	above	the	
average	for	Latin	America	and	the	
Caribbean.

DID YOU 
KNOW THAT?

OUTLOOK REVISED DOWNWARD 
DUE TO UNCERTAINTY OF 
COVID-19 IMPACTc
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HISPANIC UNEMPLOYMENT AT 
HISTORICALLY HIGH LEVELS IN THE U.S.

The economic recovery in the United States following 
the 2009 global economic crisis positively and 

steadily impacted the trend in total employment in the 
country as well as Hispanic employment, registering 
significant reductions in unemployment rates (figure 
6). Nevertheless, according to the latest data by April 
2020 the later unemployment rate skyrocketed to 
14.6%. 

The evolution of employees’ incomes recovered with 
a greater lag during the first years after the world 
economic crisis, experiencing drops in 2010 and 
2011. Afterwards, weekly earnings from Hispanic 
employment rose steadily, registering average growth 
of 3.6%, similar to the 3.7% registered in the years 
prior to the great recession (figure 7). Higher labor 
income and low unemployment observed in recent 
years, generated a positive impact on remittance flows 
received by Central American households (figure 8). 
However, impact of the coming crisis and its effects 
of such flows due to high Hispanic unemployment 
remains uncertain. 

The	 positive	 evolution	 of	 the	
U.S.	 labor	 market	 supported	 the	
growth	of	the	flow	of	remittances	
to Central America in 2019.

POSITIVE 
EVOLUTION

FIGURE 5

Source: Own	elaboration	with	information	from	World	Economic	
Outlook,	October	2019	and	April	2020,	IMF	and	estimates	by	the	
Office	of	the	Economist.

A ECONOMIC GROWTH
(ANNUAL VARIATION, PERCENTAGE)

b DIFFERENCES IN THE FORECASTS OF APRIL 2019 AND 
JANUARY 2020 (PERCENTAGE POINTS)

ECONOMIC PERSPECTIVES OF MAIN PARTNERS
COMMERCIALS STAY POSITIVE

WORLD EURO
ZONE

USA LATAM C.A.

WORLD EURO
ZONE

USA LATAM C.A.
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IN THE UNITED STATES, TOTAL AND HISPANIC UNEMPLOYMENT GREW IN THE FIRST QUARTER OF 2020 TO 
HISTORICAL LEVELS (YEAR-ON-YEAR VARIATION, PERCENTAGE)

FIGURE 6

HISPANIC WEEKLY INCOME HAS INCREASED 
(US $ ON LEFT AXIS AND PERCENTAGE ON RIGHT AXIS)

FIGURE 7

Source: Own elaboration with information from the BLS.

Source: Own elaboration with information from the BLS.

HISPANIC EMPLOYMENT IN THE USA AND REMITTANCES TO 
CENTRAL AMERICA HAVE INCREASED (ANNUAL VARIATION, 
PERCENTAGE)

FIGURE 8

Source: Own elaboration with information from the SECMCA.

Average	variation	(2001-2008) Average	variation	(2012-2019)
Interanual variation Remittances	of	C.A.

Hispanic Employment
Average variation of remittances
Average variation of hispanic employment
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EXPORT GROWTH IS AFFECTED 
BY PRICE VOLATILITY

The exports and imports of Central America have 
grown in line with the evolution of international 

trade, registering significant positive volume growth 
rates. Nominal exports have managed to grow despite 
the lower rise in prices, which have slowed down in 
recent years (Figure 9); in all periods exports have 
grown in volume more than the rates observed in Latin 
America and the Caribbean (Table 1).

For their part, imports followed a trend similar to that 
recorded by exports, showing the same relationship as 
the latter with world value chains, as well as the greater 
dynamism of economic activity, with the exception of 
the period that includes the world economic recession.

Central America’s exports and imports registered a 
slowdown in line with the lower growth of international 
trade and the lower economic growth.

4 Includes Belize.

Central	 America’s	 exports	 and	
imports	 registered	 a	 slowdown	
in line with the slower growth in 
international	 trade	and	 the	 lower	
economic growth.

DID YOU 
KNOW THAT?

EXPORT GROWTH RATE HAS SLOWED GLOBALLY AND REGIONALLY (PERCENTAGE)
CHART 1

Source: Own	elaboration	with	information	from	WDI,	WB.

EXPORTS IMPORTS
Period           Nominal         Volume        Prices Nominal         Volume        Prices

WORLD WORLD

LATIN AMERICA LATIN AMERICA

CENTRAL AMERICA CENTRAL AMERICA
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PRICES OF MAIN GOODS ARE BELOW THEIR HIGHEST PEAKS

FIGURE 9

Source:	Own	elaboration	with	information	from	Perspectives	on	the	World	Economy,	April	2020,	IMF.
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BOX 1
TRADE TENSIONS THAT INFLUENCED 
THE SLOWDOWN OF THE WORLD 
ECONOMY

Global economic activity and international trade have 
grown at a slower rate after the 2009 global economic 
crisis compared to the previous period.

This trend is linked to lower investment as a percentage 
of GDP in advanced economies, which has had a 
direct impact on global value chains; the gradual 
transformation of China’s economic model, with a 
greater focus on domestic consumption, therefore a 
lower contribution from exports; and recent tensions 
in the trade relations of some countries and groups of 
countries, as well as the growing discussion on the role 
of the World Trade Organization.

In recent years, some economic policy decisions 
have resulted in increased protectionist actions to 
international trade, which has involved relevant actors 
in the international economic context. The following 
are the main events that have contributed to straining 
trade relations and increasing uncertainty in the global 
context:

• TRADE WAR. THE UNITED STATES (U.S.) in recent 
years has increased tariffs or established import 
quotas for many products from different countries. 
In general, those countries that have been harmed 
by these measures have taken reciprocal actions 
in response to them, causing noteworthy tensions 
with China (figure 3); as of September 2019, almost 
70% of the value of its exports to the U.S. were 
taxed with a tariff surcharge and by the end of 
2019 these actions would have affected almost all 
goods imported from the country (figure 4) if the 
first phase of a trade agreement between the two 
countries had not been reached in January 2020, 
halting this new round of hikes.

FIGURE 1

Source: Own	elaboration	with	information	from	World	
Economic	Outlook,	October	2019.

GDP GROWTH AND VOLUME OF
WORLD TRADE (PERCENTAGE)

GDP GROWTH AND VOLUME OF TRADE
CHINA (PERCENTAGE)

FIGURE 2
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• BREXIT. 51.9% of UK citizens, who participated 
in the referendum in June 2016, voted to leave 
the European Union. Since that date, the United 
Kingdom has sought to reach an agreement with 
the European Union for its departure. However, 
although progress has been made in establishing 
the new conditions that will govern the relationship 
between the two, during most of 2019 a consensus 
was not reached, and there were expectations of a 
possible abrupt exit without an agreement. Finally, 
in October an agreement was reached that would 
allow the consummation of Brexit on the night of 
October 31/November 1, but it was not ratified by 
the British Parliament, forcing the Prime Minister 
of the United Kingdom to request an extension 
until January 31, 2020.

• SUBSIDIES TO BOEING AND AIRBUS. Members 
of the World Trade Organization (WTO), through 
the Dispute Settlement Body, authorized the United 
States to impose countermeasures regarding trade 
in goods and services with the European Union 
worth up to U.S. $7.497 billion annually, at a meeting 
held in October 2019. However, this decision does 
not constitute the end of this cross dispute due to 
illegal subsidies to the civil aeronautics industry by 
the Americans and Europeans; that dispute dates 
back fifteen years, and the WTO is expected to 
make a decision in a few months on trade sanctions 
that this time would be for the EU to apply against 
the U.S. for a parallel litigation that is also in the 
hands of the international organization. However, 
according to the opinion of the WTO, there is 
always the possibility of reaching an agreement 
between the United States and the European 
Union to resolve this issue, based on a reciprocal 
commitment to end subsidies to this industry.

• GOVERNANCE OF THE WORLD TRADE 
ORGANIZATION. In recent years, opinions and 
proposals have emerged suggesting a review of 
the functions of this body and the promotion of 
broad reforms. In this sense, the U.S. objects to the 
governance of this institution, specifically to the 
consensus vote that allows any member country 
to veto an initiative, as well as to the possibility 
that any country can declare itself as a developing 
nation, which provides certain benefits. As a 
pressure measure, the U.S., since mid-2017, has 
blocked the selection of new members of the WTO 
Appellate Body, leaving it without the minimum 
number of members required in December 2019 
and causing the cessation of its function as an 
international forum for dispute resolution.

In summary, the escalation of protectionist actions in 
the field of world trade compromises the stability of 
the global economy and future growth, with consumers 
and companies, to a greater extent, assuming the costs 
associated with this policy, through a higher price paid 
or lower sale price (lower profits), respectively.
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FIGURE 3

Source: Own	elaboration	with	information	from	C.	Brown,	“US-China	trade	war:	the	guns	of	August”,	September	2019.
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CENTRAL AMERICA: A REGION 
OF BUSINESS OPPORTUNITIES 
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Historical evidence of the contribution of international 
trade to economic development has been at the heart 
of modern economic growth, from England in the 1800s 
to the latest economic “miracles,” such as Japan or the 
Republic of South Korea. This was especially so in the 
latter, where trade policy, with an emphasis on exports, 
played a central role in achieving its development 
objectives (Findlay & O’Rourke, 2007; Allen, 2011). 

The lessons for Central America are relevant since 
it is made up of small open economies; this means 

that there is an approach towards larger markets so 
that both local and regional companies can sell their 
products abroad and compete globally. Although greater 
openness and trade relations may be beneficial, it also 
establishes relationships through which the Region can 
be influenced, both positively and negatively, by the 
growth of its partners and movements in the prices of 
its main export goods.

The recent focus in academic literature has focused 
on analyzing the importance of trade partners (Bastos 
& Silva, 2010; Manova & Zhang, 2012), as well as 
on the type of goods that countries offer to world 
markets (Hausman, Hwang, & Rodrik, 2007; Lederman 
& Maloney, 2012). In this sense, in the following 
sections, the current state of trade in the Region will 
be characterized by analyzing how open we are to the 
world, the main trading partners and export goods, as 
well as a brief description of the port infrastructure 
available for trade. Finally, the main bottlenecks and 
policy recommendations aimed at overcoming the 
identified obstacles will be mentioned.

Destacado 6DID YOU 
KNOW 
THAT?

International	 trade	 has	 been	 the	
heart	of	modern	economic	growth	
since 1800.
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Historically, Central America has based its economic 
model on exports. Different phases can be distinguished: 
the first was in the period from 1920 to 1940, when 
it focused on the export of coffee and bananas; the 
second, from 1940-1960, was based on agricultural 
diversification; in these years exports came to be 
dominated by coffee, bananas, sugar, cotton and meat; 
the third, from 1960 to 1980, was characterized by the 
introduction of an import substitution policy through 
the Central American Common Market; and finally, 
the fourth phase, which began in 1980, has focused on 
promoting traditional and non-traditional exports, hand 
in hand with the introduction of a flexible exchange 
rate in most countries, elimination of tariff barriers, 
promotion of free trade zones and attraction of foreign 
direct investment, among others (Bulmer-Thomas, 
1987).

Central America has promoted a consistent trade 
policy since the 1980s, characterized by reduced 

tariffs, with a focus on generating a greater number 
of trade agreements, mainly in the first decade of 

this century when most of these were signed, and 
positioning international trade as a significant part of 
the economy (figure 11). Likewise, in relation to the 
diversification of export goods, it will be shown later 
that some non-traditional products such as medical 
instruments occupy a level of importance similar to 
traditional ones, such as coffee and sugar.

Trade opening efforts have capitalized on a greater 
Central American participation in world trade. 
However, in recent years there has been a decrease 
in this indicator, going from 0.51% in 2016 to 0.47% 
in 2018 (figure 10.A); in this period the region’s trade 
flows grew 3.2%, a rate lower than that the 5.9% 
registered in the world. This is largely explained by a 
drop in prices of the main export goods, such as coffee 
and sugar (see figure 9). On the other hand, the value 
of commercial flows grew from U.S. $219.9 to U.S. 
$246.6 billion.

When comparing other measures of openness for 
the Region, such as the ratio of trade flow to GDP 
(figure 10.B), it can be observed that this indicator 

CENTRAL AMERICA: A REGION
OPEN TO THE WORLD

5 Trade flow refers to the sum of the value of exports and imports.

D
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also decreases. However, Central America is above 
the LAC level and that of the world. When analyzing 
this measure, it should be taken into account that a 
decline in this indicator does not imply that trade 
has decreased; this was precisely the case in Central 
America where this trend is explained by the gross 
domestic product growing at a rate higher than the 
trade flow. This was mainly driven by the non-tradable 
sector, for example, in Panama the construction sector 
went from having a share of 6% of GDP in 2000 to 20% 
in 2017.

Central America has an average tariff level similar to 
that observed in Latin America and the Caribbean, the 
latter being made up of countries with heterogeneous 
trade policies. For example, Argentina and Uruguay 
have average tariffs greater than 10%, one of the 
highest in the world; at the other extreme is Chile, with 
a tariff level of 1.7% in 2017. This does not happen 
at the Central American level, since the behavior of 
countries is similar, so there is a less variable trend and 
consistent movement towards the reduction of rates 
(see Chart 12. A and B).

EXPORTS 
AND IMPORTS
The	 sum	 of	 Central	 America’s	
exports	 and	 imports	 represents	
67%	 of	 GDP,	 higher	 than	 the	
average	 for	 Latin	 America,	 the	
Caribbean	and	the	World.

FIGURE 10

Source: Own	elaboration	with	information	from	the	WDI,	WB.

A
AVERAGE RATE AND PARTICIPATION OF THE COMMER-
CIAL FLOW OF C.A. IN WORLD TRADE
(PERCENTAGES)

b
COMMERCIAL FLOW OF CENTRAL AMERICA, LATIN 
AMERICA AND THE CARIBBEAN AND THE WORLD
(AS A PERCENTAGE OF GDP)

CENTRAL AMERICA IS A REGION OPEN TO TRADE

Average	Rate

Participation	of	the	World	Trade	
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In the first decade of this century, trade policy was 
oriented toward seeking preferential access to new 
markets (figure 13.A); just over 50% of trade agreements 
were signed in this period. The most important treaty 
was the DR-CAFTA, an agreement in whose signatory 
countries were Central America and the United States, 
the latter being the main commercial partner of the 
Region. Furthermore, it is noteworthy that half of 
trade agreements have been negotiated in bloc, which 
has involved greater coordination of trade policy at a 
regional level (figure 14).

In this sense, it is notable that Central America has 
an increasing number of trade agreements in force, 

COMMERCIAL FLOW CONTINUES TO BE IMPORTANT IN MOST COUNTRIES
(COMMERCIAL OPENNESS AS% OF GDP)

FIGURE 11

Source: Own	elaboration	with	information	from	the	WDI,	WB.
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FIGURE 12

Source: Own	elaboration	with	information	from	the	WDI,	WB.

CENTRAL AMERICA HAS MAINTAINED A POLICY
CONSISTENT OF REDUCING YOUR BARRIERS
TARIFFS IN TIME

A
THE REGION REGISTERS LOW RATES
(PERCENTAGE)

COUNTRIES RECORD THE SAME TRAJECTORY IN THEIR 
SIMPLE AVERAGE RATE (PERCENTAGE)B

including reductions in tariff barriers within the  
established terms (figure 15).

To obtain the maximum benefits from trade 
agreements, it is not only important to have access 
to new markets with tariff preferences (lower tariffs); 
there are other factors that are as important as these, 
such as non-tariff barriers, of which the most common 
are phytosanitary and other regulations related to the 
quality of products, packaging and labeling, to name a 
few.

In general, upon reviewing the available evidence, it 
can be observed that the countries of the Region have 
fewer demands on imports from their main trading 
partners than those that they have for the entry of 
Central American products at their borders (Table 2).
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FIGURE 13

Source: Own	elaboration	with	information	from	the	WTO.

POLICY AIMED AT OPENING NEW
MARKETS FOR EXPORTS TIME

A MARKET EXPANSION FOR EXPORT
(NUMBER OF TRADE TREATIES)

MARKET EXPANSION AS A COMMERCIAL BLOCK 
(REGIONAL AND NON-REGIONAL AGREEMENTS)B

Note: Regional	agreement	occurs	when	at	least	two	C.A.	sign	a	
trade	agreement	with	one	or	more	countries	outside	the	region.	
A	non-regional	agreement	is	when	a	country	in	the	Region	
signs	a	trade	agreement	with	one	or	more	countries	outside	the	
region.

The	average	tariff	has	decreased	
by	between	60%	and	80%	in	the	
countries of the region.

DID YOU 
KNOW 
THAT?

In particular, CA has an average of 428 restrictions that 
apply to all of its trade partners. The United States has 
4,136 regulations, mostly those related to sanitary 
and phytosanitary requirements, as well as technical 
barriers to trade. For its part, the European Union has 
an average of 413 non-tariff barriers for the Region, 
which is more than those presented by Guatemala, El 
Salvador, Honduras and Costa Rica.
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FIGURE 14

Source: Own	elaboration	with	information	from	the	WTO.

CENTRAL AMERICA NEGOTIATES MORE AND MORE LIKE A BLOCK (TRADE TREATIES, PERCENTAGE)

FIGURE 15
RATES HAVE DECREASED AS TRADE AGREEMENTS ARE IN FORCE
(NUMBER OF AGREEMENTS AND PERCENTAGE)

Note: The	1	at	the	end	of	each	country’s	acronym	places	them	according	to	the	number	of	trade	agreements	in	force	and	the	
TTP	observed	between	2001	to	2010.	And	2	represents	the	trade	agreements	in	force	from	2001	to	2018	and	the	TPP	registered	
between 2011-2018.
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TASA DE CRECIMIENTO DE EXPORTACIONES SE HA RALENTIZADO A NIVEL MUNDIAL Y REGIONAL (PORCENTAJE)

CHART 2

Fuente: Elaboración	propia	con	información	de	TRAINS,	OMC.
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This section will show where the Region’s exports are 
going and how concentrated the destinations are. In this 
sense, it is worth asking whether it is good to diversify 
business partners? Are current trade agreements being 
taken advantage of? It is necessary to identify how the 
region can maximize the potential benefits from the 
efforts made in recent years to access new markets. 

On the other hand, an analysis of the main exports 
of the Region and how their composition has 

changed in recent years is presented. It will be 
analyzed whether production has been diversified and 
the sophistication of the goods that we produce has 
increased. Additionally, goods that have shown high 
growth rates in the last two decades are identified, in 
order to show new sectors that are gaining importance 
at a regional level.

AMONG THE MAIN FINDINGS ARE:

6It is the trade carried out between the countries of Central America.

DIVERSIFYING
EXPORT DESTINATIONS 
AND PRODUCTS

• The United States and the regional market 
(intraregional trade) continue to be the main 
destinations for Central American exports.

• In general, there is evidence that the Region has 
diversified its supply of export goods. However, the 
top 10 export products accounted for 30% of total 
2018 exports.

• The analysis of the degree of concentration reveals 
that the export destinations of Central American 
products are classified as a concentrated market, 
while the products that are exported exhibit a 
greater degree of diversification.
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WHO DOES THE REGION EXPORT TO?

The United States is the main trading partner of the 
Region, with 39% of exports directed to that country, 
followed by intra-regional trade, which represented 
23% of the total in 2018 (table 3). The latter grew by 15% 
between 2001 and 2018, mainly due to the increase 
in its relevance to countries such as El Salvador, Costa 
Rica and Panama, which decreased total exports to the 
United States.

In particular, the participation of intraregional trade, 
between 2000 and 2018, increased for El Salvador, 
Costa Rica, Panama and Belize, and decreased for the 
rest of the Central American countries. For their part, 
Guatemala, El Salvador, Nicaragua and the Dominican 
Republic increased their participation with the United 
States in this same period.

El Salvador registered the highest concentration of 
destinations for its exports, and it was the country 
whose concentration increased most, going from 36% 
of its total exports to the United States and Central 
America in 2000, to close to 90% in 2018. At the 
regional level, Guatemala and Honduras are its main 
destinations, with 30% of total exports.

At the other extreme are countries such as Honduras, 
Costa Rica, Panama and Belize that have increased the 
share of their exports to the rest of the world, mainly 
by reducing their dependence on demand from the 
United States.

At this point it is important to highlight that the 
greater number of trade agreements has not led to 
greater diversification of the countries of destination 
of regional exports, although at a country level the 
results are mixed, as previously explained. In this 
sense, the evidence shows that the relative importance 
of the United States and the regional market has been 
maintained in the last two decades.

This premise is reinforced by examples such as Chile, 
a country with which the Region signed a trade 
agreement that entered into force in 2010, and where 
regional exports to that country remained around 1% 
of the total, from that year to 2018, although, the ratio 

has tripled with respect to its level in 2000 (0.33%). 
One of the possible interpretations of this particular 
case could be that the treaty served to guarantee the 
market share that had already been achieved in 2010.

A similar case is the behavior of Central American 
trade flows with the European Union. As can be 
seen in figure 17, trade flows between these blocks 
slowed down after the 2009 global economic crisis 
and continued to fall until 2016, as a result of the lag 
in the economic recovery of the European Union. In 
2013 the Association Agreement of the European 
Union with Central America entered into force and, as 
in the Chilean case, no major changes were observed, 
although by 2015 both imports and exports had 
recovered to levels higher than the average of the last 
17 years of 8.7% and 11.4%, respectively.

Both in the case of the treaty with Chile and the 
agreement with the European Union, trade flows have 
not shown a greater acceleration or growth in their 
relative importance. This indicates that the treaties are 
a necessary, but not a sufficient, condition for exporters 
to diversify their export destinations, despite the fact 
that there is evidence that the value and quality of 
exports increases depending on variables such as the 
distance and income of the country of destination. The 
distance effect is usually attributed to the fact that in 
order to cover the greater transport costs, companies 
are forced to export goods of higher value and quality 
so that it is profitable and attractive in the new market. 
Additionally, it should be noted that the differences 
in quality between products exported by countries 
explain around 9% of the difference in real earnings 
per worker between countries (Hummels & Klenow, 
2005; Bastos & Silva, 2010; Baldwin & Harrigan, 2011 ).

The limited diversification indicates the possibility that 
there are bottlenecks or other types of barriers or 
considerations that go beyond trade agreements that 
prevent further diversification of export destinations. 
This opens a space for public policy actions that 
facilitate trade, an example of this type of actions is the 
design of mechanisms to promote regional products, 
business intelligence related to transportation costs 
and sanitary and phytosanitary requirements, to name 
a few.
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Intra-regional	trade	is	equivalent	to	23%	
of	the	region’s	total	exports.

INTRA-REGIONAL 

FIGURE 16
INTERREGIONAL TRADE HAS GAINED LAND 
(PERCENTAGE)

Notes: 1/	Central	America	is	calculated	as	the	simple	average.

2/	The	1	at	 the	end	of	each	country’s	acronym	means	that	the	
proportions	 correspond	 to	 2000.	 The	 2	 corresponds	 to	 the	
proportions	of	the	last	available	year.	The	green	arrow	indicates	
that	the	share	of	regional	trade	increased	with	respect	to	total	
exports,	and	the	blue	arrow	decreased.

EXPORTACIONES CONCENTRADAS EN EL MERCADO 
REGIONAL Y ESTADOS UNIDOS1 (PORCENTAJE DEL TOTAL)

CHART 3

Source: Own elaboration with information from the 
International	Trade	Center.



28Central America: A Regionof Business Opportunities

FIGURE 17

Source: Own	elaboration	based	on	International
Trade	Center.

THE REGION HAS THE OPPORTUNITY TO TAKE ADVANTAGE 
OF THE AGREEMENT WITH THE EUROPEAN UNION

A
EXPORTS AND IMPORTS OF THE EUROPEAN UNION
(NOMINAL VARIATION)

REGIONAL TRADE FLOWS TO AND FROM THE EUROPE-
AN UNION (% OF TOTAL)B

CLIMBING THE TECHNOLOGICAL LADDER

EAn analysis of the type of goods we export, related 
to their technological component or the complexity 
of their manufacture, is perhaps more important than 
the study of export destinations. Its relevance can be 
seen when observing the composition of the exports 
of developed countries with those in developing 
countries; the main products for the former are 
manufactures, such as vehicles, circuits, chemicals, 
steel, among others, while those of the latter tend to 
be primary goods or unsophisticated manufactures 
with less added value, which explains, in many cases, 
the deficits in the trade balance of the second group of 
countries.

In this sense, part of the specialized literature has 
emphasized that the degree of sophistication of the 
goods that are exported has a positive effect on the 
income level of the countries. This refers to the fact 
that countries will be able to improve the income of 
their inhabitants to the extent that they diversify their 
production to goods that require more technology, 
that is, convert their productive matrix into one of 
greater “complexity” (Hausman, Hwang, & Rodrik, 
2007; Hausman, et al., 2013).

When analyzing the composition of the region’s 
exported goods, it is found that they have diversified 
between 2000 and 2018. The calculation of the degree 
of concentration of the exported products, using the 
measure shown by the IHH7, showed a decrease of 
concentration in all the countries in a range of 20% 
to 60% in the period. However, the main products 
continue to be concentrated in agriculture and 
agribusiness, with some non-traditional products 
such as clothing and textiles that have been gaining 
importance. Medicines and medical equipment stand 
out at the regional level, of which Costa Rica and the 
Dominican Republic are the largest producers.
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7  The Hirschman Herfindahl Index (IHH) is used to measure the concentration of a market or of exported products, and is calculated as the sum of the squares of the par-
ticipation of each product                         .Where “s” is the value of the exports of each good with respect to the total value. A market or products are said to be concentrated 
when the HHI is greater than 2000; moderate concentration is between 1000 and 1500; little concentrated less than 1000. The average IHH in products is 538, which implies 
a high diversification; while the average IHH corresponding to export destinations is 2114.

Export	 products	 have	 diversified,	
and	the	next	step	is	to	increase	the	
technological content of these.

EXPORT 
PRODUCTS

At the country level, Costa Rica ranked 46th in the 
world ranking of economic complexity, among 133 
countries in 2017, very close to this were Panama (52) 
and El Salvador (54). The economic complexity index 
classification is a measure of the amount of capabilities 
and knowledge of a country, determined by the 
diversity, ubiquity and complexity of the products it 
exports.

MOST IMPORTANT EXPORTS ARE CHARACTERIZED FOR BEING PRIMARY GOODS1

CHART 4

Nota: 1/	They	correspond	to	the	last	year	available	for	each	country,	2017	or	2018.	2/		Economic	complexity	according	to	2017	results.

Source: CABEI	with	data	from	UNCOMTRADE	and	Atlas	of	Economic	Complexity,	CID-Harvard.

sn
i = 1 2



30Central America: A Regionof Business Opportunities

At an individual level, Costa Rica had the greatest 
change in the composition of its export matrix, since 
integrated electronic circuits ceased to have a presence 
among its main exports.

When comparing the complexity of the main 10 
exported and imported products of the Region, 
according to their participation in the total value of 
exports and imports, it can be observed that most of 
the former are less sophisticated than the latter (figure 
18). In other words, we are selling products with less 
“added value” than those we buy from the rest of the 
world.

IMPORTS ARE CHARACTERIZED AS THEY ARE MORE COMPLEX THAN THE REGION’S EXPORTS

FIGURE 18

Source: Own	elaboration	with	information	from	UNCOMTRADE	and	Atlas	of	Economic	Complexity,	CID-Harvard.

By way of illustration, the “trade deficit” between 
the selected products was estimated, demonstrating 
that the main imports exceed the main exports by 
U.S.$4.82 billion; with oil as the main import product 
with a value of U.S.$8.6 billion.

This leads to questions such as what is needed to 
produce more complex goods and what currently 
prevents it? Is the current production structure the 
only one possible for CA?

-
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EXPORT TRENDS

In the previous section, the current composition of 
the main CA export items was described; however, 

this is dynamic and changes over time. In this sense, an 
analysis was carried out to identify the most dynamic 
products and sectors between the period 2000 and 
2015, regardless of whether or not they fall within the 
main export categories, and which could eventually 
have a greater participation in the Central American 
productive matrix. 

The objective of this is to show those products with 
the greatest growth potential for the following years. 
To that end, the products were classified into four 
quadrants (graph 19) where quadrant I represents in 
general the “traditional products”, those that are in 
the maturity stage and that represent an important 
participation in exports; Quadrant II contains the “star 
products” that have shown the greatest growth and for 
this reason have gained greater importance in exports 
during the period 2000-2015; Quadrant III contains 
what has been called “lagging products”, those with 
low participation and low growth; and in quadrant IV 
the “products in transition” are located, those with 
potential to go to quadrant II in the future, since they 
have shown high growth rates although they still 
maintain a low participation in the total.

The products considered in the analysis are all those 
that were in the 50th percentile of the universe of 
products exported in 2015, ordered from highest to 
lowest relative contribution, which in turn represented 
99% of the value of the total exports of the Region. From 
this subset, the quadrants were defined considering 
the annual average variation that was 100% and the 
average relative participation that was 0.15%.

These values served to establish the borders of the 
different quadrants with the following characteristics:

• Quadrant I: products with average annual growth 
of less than 100% and averaging more than 0.15% 
of total exports.

• Quadrant II: products with annual average growth 
greater than or equal to 100% and relative weight 
greater than 0.15% of total exports.

• Quadrant I: products with average annual growth 
of less than 100% and averaging more than 0.15% 
of total exports.

• Quadrant II: products with annual average growth 
greater than or equal to 100% and relative weight 
greater than 0.15% of total exports.

8 The cut was made in 2015 because UNCOMTRADE does not have the information for all the countries in the following years.

24	products	of	the	region	with	high	potential	
and	greater	added	value	have	been	identified	
as those that will have greater relevance in 
the future.

24
STAR 
PRODUCTS
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FIGURE 19

Nota: The numbers in figure 19B are associated with the following HS4-96 asset classifications: 1. Instruments for medical, surgical, 
dental use, etc; 2. Dates, figs, pineapples, avocado, guava, fresh or dried; 3. Shirts, pullovers, cardigans, fabrics or crochets; 4. Radio 
or TV transmitters, television cameras; 5. Footwear, rubber or plastic soles; 6. Jewels and parts, with precious metals; 7. Women’s and 
girls’ blouses, knitted or crocheted; 8. Orthopedic appliances; 9. Men’s and boys’ shirts, knitted or crocheted; 10. Cocoa, whole or in 
pieces, raw or roasted; 11. Underwear, sleepwear for children and men, woven or crocheted; 12. Footwear, soles not of leather, rubber 
or plastic; 13. Vehicle parts and accessories; 14. Heterocyclic compounds; 15. Woven cotton fabric; 16. Corn; 17. Prepared or preserved 
fish, fish eggs, caviar; 18. Polymers of ethylene, in primary form; 19. Other toys, scale models, puzzles, etc; 20. Cassava, arrowroot, salep, 
fresh or dry, sago; 21. Watches with a case or bracelet with a metal base; 22. Diodes, transistors, semiconductors, etc; 23. Parts for radio, 
tv transmission, receiving equipment; and 24. Rice.

THE REGION HAS THE OPPORTUNITY TO TAKE ADVANTAGE OF THE AGREEMENT WITH THE EUROPEAN UNION

A DYNAMICS OF EXPORT GOODS QUADRANT II: STAR PRODUCTSB

Source: Own	elaboration	based	on	UN	COMTRADE.

Using the methodology described above, the star 
products identified include 24 out of more than 1,200, 
pursuant to the classification of the harmonized 
four digits system (HS96-4). In 2015, the value of the 
exports of these products reached US$8.16 billion and 
the value of their individual exports was in the range of 
US$100.0 million to US$1.20 billion. Likewise, between 
the 2000-2015 period, they went from representing 
2.08% to 14.66% of the total value of exports. The 
main four categories are instruments for medical 

use; dates, figs, pineapples, avocados, guava; shirts, 
pullovers, cardigans, crocheted fabrics; and radio or tv 
transmitters and television cameras; which together 
represented 6% of C.A.’s exports in 2015.
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Services represent around 45% of total exports of 
goods and services in countries such as Costa Rica, 

Panama and the Dominican Republic, followed by 
El Salvador with 37% and Guatemala, Honduras and 
Nicaragua, which are located in the range from 21% to 
24% (figure 1).

The statistics of these services are compiled in the 
balance of payments of the countries; noteworthy 
items include travel, transportation and other services, 
which together represented 95% of the total services 
exported by the Region in 2018.

Travel was the main export of services in the Region, 
representing 48% in 2018 (figure 2). At the country 
level, this item was the most important for Guatemala, 
El Salvador, Honduras, Nicaragua and the Dominican 
Republic; for its part, the transportation field stood 
out in Panama, with related activities, the Panama 
Canal and international transportation service of non-
resident passengers. In Costa Rica, the heading of 
other services was the most important, highlighting 
the business services and the telecommunications, IT 
and information services (figure 3).

The relevance of service exports is evidenced by the 
fact that in some countries the travel item is more 
important than the flows of remittances or foreign 
direct investment. In this sense, the generation of 
foreign currency from inbound tourism measured as 
a percentage of GDP in 2018 represented a greater 
significance than remittances and FDI in Costa Rica 
and the Dominican Republic; more important than 
remittances and very similar contribution to FDI in 
Panama; and they were more important than FDI in 
Guatemala, El Salvador and Nicaragua.

BOX 2
IMPORTANCE SERVICES EXPORTS 
IN THE REGION 2018

Notes:
1/ International merchandise trade statistics (IMTS) are the main 
source of data for the balance of payments goods account and 
national accounts. However, there is a conceptual difference 
between merchandise and goods, the former are based on 
the general principle of registering all products that are added 
(imports) or subtracted (exports) from the set of material resources 
of a country, while in the balance of payments it is based on the 
principle of transfer of economic property between residents and 
non-residents. In the region, one of the main differences involves 
the treatment given to the operations of the special regimes 
(maquila), especially to those goods subject to transformation 
without transfer of economic ownership, which in the IMTS are 
recorded as gross values, while in the balance of payments the 
transformation value is classified in the services account.

2/ In the balance of payments, the travel credit entries include the 
goods and services, for own use or donation, acquired in a certain 
economy by non-residents during their visit to that economy.

BIBLIOGRAPHY
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The analysis presented in this report focuses on the 
characterization of merchandise exports. However, in 
some countries of the Region, service exports have been 
relevant in generating foreign exchange.
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FIGURE 1

Source: Own elaboration with information from the SECMCA.

EXPORTS OF GOODS AND SERVICES TO TOTAL 
EXPORTS (PERCENTAGE)

FIGURE 2
EXPORTS OF SERVIES IN THE REGION 
(PERCENTAGE)

FIGURE 3
EXPORTS OF SERVICES BY COUNTRY 
(PERCENTAGE)

FIGURE 4
TRAVEL, REMITTANCES AND FOREIGN INVESTMENT
DIRECT TO GDP (PERCENTAGE)

Source: Own elaboration with information from the SECMCA.
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Maritime transport is the most widely used means 
worldwide for the trade of goods between different 
countries.

In the Region, 75% of the total volume of foreign 
trade used this means of transportation, equivalent 

to 69,981.6 thousand metric tons.
(COCATRAM, 2018).

The dominance of shipping has increased, particularly 
for manufactured goods due to the intensification 
of containerized transportation services. Due to 
containerization and the global shipping network for 
liner ships, small and large exporters and importers 
of intermediate and finished containerized goods 
from distant countries can trade with each other, 
even if their individual business transaction would not 
economically justify the freight of a boat.

In Central America there are 21 maritime ports (9 in the 
Caribbean and 12 in the Pacific) and 5 cargo terminals 
(1 in Guatemala, 3 in El Salvador and 1 in Costa Rica) 
that registered movement in 2018. Maritime ports and 
cargo terminals located in Guatemala, Costa Rica and 
Honduras handled 84.4% of the Region’s total cargo in 
2018. Furthermore, 53.3% of the maritime cargo left 
or entered through the ports located on the Caribbean 
coast, and the rest through the Pacific ports (figure 20).

The evidence by country shows that the largest volume 
of maritime cargo uses the Pacific ports and terminals in 
El Salvador (100%), Nicaragua (98.4%) and Guatemala 
(55.1%), while Honduras and Costa Rica dispatch and 
receive the highest maritime cargo through the ports 
and cargo terminal of the Caribbean, 91.6% and 67.8%, 
respectively (figure 22).

 9 Due to availability of information, the region includes Guatemala, El Salvador, Honduras, Nicaragua and Costa Rica.

MARITIME TRANSPORT 
PREVAILS IN THE REGION’S 
INTERNATIONAL TRADE 9 
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The main ports were classified according to the total 
cargo volume (metric tons) reported in each country, 
and it was found that 7 of the 21 ports registered more 
than 80% of trade, specifically in these ports 80.6% of 
sea freight was unloaded and 83.4% shipped in 2018 
(see chart 5).

According to the maritime connectivity index, which 
measures the capacity and quantity of services 
offered by ports worldwide, there is mixed evidence 
when comparing the results from 2004 with 2018, in 
particular relative improvements are observed in the 
world ranking of the ports of the Dominican Republic, 
Nicaragua and Belize with a lower ranking in the ports 
of Panama, Costa Rica, Guatemala and Honduras, 
while El Salvador maintained the same position. It is 
relevant to clarify that, in all countries, their valuation 
has improved, however, the decline in the ranking of
 some of these is a consequence of the fact that there 

Promoting the continuous 
modernization	 of	 the	 ports	 and	
their interconnection with the 
entire regional transport fabric is a 
fundamental	action	to	maintain	the	
competitiveness	of	the	export	and	
commercial	 sector,	 since	 close	 to	
75% of the volume of international 
trade	 in	Central	America	uses	 the	
means of maritime transport.

DID YOU KNOW?

ILOS PUERTOS Y TERMINAL DE CARGA DE GUATEMALA MANEJAN EL MAYOR VOLUMEN DE CARGA MARÍTIMA Y EN LA REGIÓN 
SE USAN LOS PUERTOS DEL CARIBE CON MAYOR INTENSIDAD (PORCENTAJE)

FIGURE 20

Note: Includes	the	transactions	registered	in	the	cargo	terminals.

CaribbeanPacific

Source:	Own	elaboration	with	information	from	the	Statistical	Information	System.	Portuaria	de	Centroamérica	(2018),	SICA.
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FIGURE 21
MOST OF THE PORTS ARE IN THE PACIFIC (UNITS)

FIGURE 22
THE GEOGRAPHICAL CONCENTRATION OF THE LOAD 
VOLUME VARY BY EACH COUNTRY (PERCENTAGE)

were other countries in the world that had greater 
relative improvements in their port conditions (Figure 
23).

As mentioned above, to take full advantage of the 
potential benefits of trade agreements (lower tariffs), 
it is necessary to reduce non-tariff barriers, in the 
particular case of ports, it is important to minimize 
export and import times and procedures. In this regard, 
Table 6 shows some indicators of the costs and times 
to export, which shows that Central America has lower 
costs on average and requires less time in the port than 
the rest of the Latin American region; however, there 
are some countries with room for improvement, which 
would increase the competitiveness of companies 
involved in international merchandise trade.

Additional issues arise that would be worth answering 
in future studies regarding the issue of ports and 
logistics; these can range from the infrastructure 
that connects the ports (railways, highways, etc.) and 
their capacity. In that sense, is the region ready to 
triple its exports, as well as the type of cargo they are 
currently prepared to handle? The adequacy of such 
varies depending on whether they are specialized in 
manufacturing, grains or other types of goods.

Source: Own elaboration with information from the Central 
American	Port	Statistical	Information	System	(2018),	SICA.

Caribbean               Pacific

Caribbean               

Pacific
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THERE IS THE POSSIBILITY OF IMPROVEMENTS IN THE CONNECTIVITY OF THE PORTS WITH THE WORLD 
(POSITION IN THE RANKING)

FIGURE 23

Source: Own	elaboration	based	on	the	International	Trade	Center.



Central America: A Regionof Business Opportunities 39

Source: Own	elaboration	with	information	from	Doing	Business,	WB.

LESS THAN HALF OF THE PORTS OF THE REGION HANDLE THE MAJOR PART OF THE CARGO (PERCENTAGE)

CHART 5

Source: Own	elaboration	with	information	from	the	Port	Statistical	Information	System	of	Central	America	(2018),	SICA.

THE REGION CAN CONTINUE TO IMPROVE IN THE TIMES AND COSTS TO EXPORT (PERCENTAGE)

CHART 6

Country Port name Coast Disembarkation Shipment

Guatemala
Quetzal Pacific

Santo Tomás de Castilla Caribbean

El Salvador Acajutla Pacific

Honduras Cortés Caribbean

Nicaragua Corinto Pacific

Costa Rica
Limón Moín Caribbean

Caldera Pacific

Total proportion

Port

Port

Port

Port

Port

Port

PortDominican Republic

Latin America and the Caribbean

Land

Type of 
border

Time to export: 
Hours of border 
processing

Cost to export: 
Procedures at 
the border (US $)

Time to export: 
Documentation

 
hours

Cost to export: 
Documentation 
(US $)Country
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What can we say about the Region regarding international 
trade? Is what has been done so far enough? Which are 
there possible areas for improvement and opportunities 
to promote growth in the countries? How can Central 
America continue to take advantage of international 
trade as a source of economic and social development?

International trade in the Region may be limited by 
non-tariff barriers. In this case, the main markets 

outside Central America, which are Europe and 
the United States, are characterized by imposing a 
significant number of technical barriers to trade, both 
sanitary and phytosanitary, towards the countries of the 
Region. This hinders and limits the ability of producers 
to export their products to these destinations, which 
also may be limiting the growth of exports.

The United States continues to be the main trading 
partner of Central America. This implies that the Region 
competes against other countries that export similar 
goods to this destination, such as China, Mexico and 
Vietnam, which present more competitive industries 
both by production scale and greater technological 
capacity (Fletes, 2019).

Regarding intraregional trade, it is second in importance 
after the United States. Support for greater economic 
integration has benefits in terms of increasing the 
value of exports between countries and generating a 
greater market for goods whose commercial nature 
can be characterized as regional. However, trade 
between countries with similar productive matrices 
(known as “south-south”) has some limitations; in this 
sense, the evidence indicates that this does not have 
significant effects in increasing the level of complexity 
of exports and economic growth. The latter is due to 

natural limitations of the countries, such as the size of 
the market and the sophistication of the goods traded 
with each other (WB, 2019).

There has been an effort in Central America to diversify 
the export matrix, mainly with non-traditional goods. 
In this sense, instruments for medical and surgical 
use are the main export of the Region, however, their 
production is concentrated in Costa Rica and the 
Dominican Republic. According to their importance, 
traditional products such as coffee, bananas and sugar 
follow, which have remained within the top five, despite 
the fact that their relative weight has fallen. Such is the 
case of coffee, which went from representing 13% in 
2000 to 4% in 2015. The above is part of the effect of 
diversification and a result from  the fall in the price 
of coffee and the high growth rates of non-traditional 
products that have become more important.

The greatest burden of international trade in Central 
America is carried out using the means of maritime 
transport,  mainly using the ports located in the 
Caribbean coast. Although there are fewer costs 
associated with exporting at the border with less 
time required to carry out the procedures compared 
to Latin America and the Caribbean, it is essential to 
continue streamlining border processes, in addition 
to strengthening the Region’s port capacities towards 
both coasts, Pacific and Caribbean.

G CONCLUSIONS
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1. DIVERSIFY THE DESTINATIONS OF CENTRAL 
AMERICAN EXPORTS TOWARDS NEW MARKETS

In practice, there are costs that prevent companies from 
changing the destination of their exports. Therefore, 
it is important to design interventions that support 
companies in their diversification of destinations, such 
as: a) promotion of products in new markets and at 
retail outlets (an example may be tastings of chocolates 
produced in Central America at supermarkets in Japan), 
b) contacts with potential suppliers and distributors; 
c) compilation of information on commercial laws; 
d) information related to technical regulations on 
sanitary and phytosanitary requirements; e) contacts 
with banks for commercial notes; f) intelligence related 
to labeling regulations; g) translation services offering; 
etc.

The ministries of economy and trade together with the 
ministries of foreign affairs could play a central role in 
supporting exports. The latter  implies strengthening 
commercial attaché programs, working together 
with national exporters companies or associations in 
order to establish contacts with potential distributors, 
promote products through international fairs at sale 
points of interest and carry out other initiatives to 
publicize export products.

Export promotion agencies, competitiveness 
promotion agencies and the commercial attachés 
themselves need to have a business intelligence 
platform that provides information on products 
whose demand is increasing and that are produced 
or have the capacity to be produced in the Central 
American region, complemented by an active search 
for new markets, regardless of the existence of trade 
agreements. Likewise, this type of platform must 

collect requirements related to commercial laws and 
non-tariff barriers to facilitate expansion or access to 
new markets.

2. GUIDE ACTIONS TO REDUCE TECHNICAL 
BARRIERS FOR TRADE, ESPECIALLY SANITARY AND 
PHYTOSANITARY, AND SUPPORT THE TRACEABILITY 
OF ORGANIC PRODUCTS

It is essential to strengthen the institutions and programs 
linked to supporting Central American producers to 
meet sanitary and phytosanitary requirements, as 
well as the traceability of organic products, taking 
into account the learning process and additional costs 
for the producer to obtain the certification of his/her 
products. The recognized impact of the certification of 
export products is the increase in their added value, 
and therefore the increase in prices received by the 
producer through access to new markets.

National Quality Systems must be strengthened 
by working together with the private sector; such 
systems are the entities in charge of providing quality 
consultancies, technical assistance, information and 
training, which must conform to a multidimensional 
infrastructure of export businesses that offers such 
services as calibration, metrology, accreditation and 
standards organization (Guasch, Racine, Sánchez, & 
Diop, 2007). The proper functioning of these standards 
is relevant to specific issues of export quality, traceability 
of agricultural products, and standardization of 
manufactured products. In the private sector, large 
export companies often finance their own services that 
support quality improvement, such as laboratories, 
certifications, accreditations, etc. In addition, large 
companies promote such standardization throughout 
their value chain. However, medium and small 

h POLICY 
RECOMMENDATIONS
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companies, often innovative in the form of start-ups, 
require a complement through public action that 
provides them with support in these key areas.

3. SUPPORT RESEARCH, DEVELOPMENT AND 
INNOVATION

The increase in the quality of Central American regional 
products and the profitability of exporting companies 
require public and private support for research, 
development and innovation. The recognized impact 
involves the diversification of exports to higher income 
markets located at a greater distance with potentially 
better prices and higher profits (Manova & Zhang, 
2012).

The National Innovation Systems imply improving 
coordination between the government, companies 
and universities. The research, development and 
innovation policy must focus on solving key problems 
of the export sector in order to increase productivity. 
Said policy must incorporate different dimensions, 
as a minimum: implementation of new forms of 
administration, improvement of packaging, new or 
more efficient production processes, adoption of 
technologies and creation of new products (Acemoglu, 
Aghion, & Ziliboti, 2006).

The ministries of economy and the entities in charge of 
science and technology development must implement 
actions aimed at the adoption of technologies that allow 
increasing the productivity of exporting companies.

The creation of public-private funds can support: a) 
basic research that requires longer terms with greater 
uncertainty, but which may eventually produce 
technologies that the private sector could implements 
to generate new processes or new products of greater 
value (Mazzucato, 2014), b) the attraction of specialized 
research talent focused on solving problems of interest 
to the countries of the region, c) scholarship programs 
for higher education that generate a critical mass of 
local researchers, and d) promotion of careers related 
to science, technology, engineering, mathematics 
and statistics to train technicians and professionals 
to manage new production methods using innovative 
forms of organization to put the developed scientific 
contributions into practice.

Joint venture funds with resources from different 
sources, including multilateral institutions can finance 
innovative projects with longer terms and higher risks 
through competitive bidding funds. Financing plays a 
key role in the different stages of the cycle of generation 
of new export products, from the development of an 
idea to the generation of prototypes, escalation of 
production and subsequent commercialization (Berger, 
2013).

4. SUPPORT THE PRODUCTIVE TRANSFORMATION OF 
THE REGION

Given that not all activities are equally productive 
and do not have the same impact on development 
(Herrendorf, Rogerson, & Valentinyi, 2014), the 
promotion of export must focus on sectors that 
show greater opportunities in terms of increasing 
technological capacity, productivity, job creation and 
the production of increasingly sophisticated goods 
(Lewis, 1956; Rodrik, 2013; McMillan, Rodrik, & 
Sepúlveda, 2016). This can be achieved through the 
support of national companies or by attracting foreign 
companies that produce new goods and establishing 
alliances and/or linkages with national companies.

This report identifies the goods that have shown the 
greatest dynamism in the Region or “star products.” The 
analysis can be used as a starting point for identifying 
bottlenecks faced by companies in these sectors, as 
well as to identify specific actions by governments and 
the private sector through coordinated public-private 
actions.

The agencies in charge of promoting competitiveness 
and attracting investment can be the spearhead in 
implementing policy actions to reduce or eliminate 
bottlenecks to the successful growth of exports of “star 
products,” such as: a) facilitate export procedures, b) 
identify technologies and/or knowledge to increase 
the efficiency and cost-effectiveness of companies, c) 
support to private, state or multilateral banks is key 
to providing financial services under more favorable 
conditions to the firms involved in the production and 
export of “star products” to make capital investments 
or expansion in order to grow and compete in world 
markets.
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5. CARRY OUT ACTIONS TO SUPPORT GROWTH IN 
EXPORT COMPANIES

It is essential that exporting companies achieve a 
minimum efficient scale to compete in international 
markets. This implies implementing policy actions 
and support programs aimed at increasing their 
administrative and technological capacity, allowing 
companies to grow, increase their productivity and 
the generation of formal jobs (Bloom, Eifert, Mahajan, 
McKenzi, & Roberts, 2012 ). With this, exporting 
companies can either manage access to credit lines 
and/or attract new partners of national or foreign 
capital.

Likewise, it is necessary to have complementary 
policies to support technical careers that meet the 
needs of the export sector; such requires coordination 
between the ministries of economy, labor and national 
technical training institutes, along with the private 
sector and investors. The latter will allow generating 
training programs and offers that respond to the 
needs of exporting industries and national industries 
with productive linkages. Technical education projects 
must necessarily include the design of study programs, 
investment in facilities and pertinent regulations 
that allows the figure of internships or learning, 
complementing education with practice and facilitating 
the students’ insertion in the labor market.

6. SEEK AN INTEGRATION STRATEGY THAT PROMOTES 
GLOBAL VALUE CHAINS

If the current concentration of exports from the 
Region to the United States persists, the difficulty of 
competing with countries that have greater scale, 
diversity and technological capacity must be accepted. 
Alternatively, a strategy of becoming partners rather 
than competitors can be sought out (Fletes, 2019). 
Central American countries could seek to join global 
value chains, for example, join Mexican exports to the 
United States in the production of vehicle accessories.

This strategy requires the strengthening of investment 
attraction agencies to achieve the installation of 
foreign companies in the region; such companies 
are dedicated to supplying value chains in member 

countries, incorporating linkages with local companies.

In addition, an integration strategy must support 
investment in the legal and physical infrastructure 
necessary for the operation of new foreign companies, 
such as regulations that facilitate the import of 
intermediate goods and the export of final goods 
(export zones), industrial parks that offer all services (in 
addition to electricity and water), and logistical support 
that allows the proper installation of operations. For its 
implementation, it is required to work jointly between 
the ministries of public works and local governments; 
the latter are necessary for territorial planning with an 
orderly growth of industrial zones. Likewise, financing 
is required for the construction of infrastructure, which 
should be raised through mechanisms such as public or 
private investment or a combination of both.

7. CONTINUE SUPPORTING THE CREATION AND 
EXPANSION OF LOGISTICS INFRASTRUCTURE FOR 
INTERNATIONAL TRADE

One of the priorities identified in this report involves 
improving the connectivity of ports outwards (improve 
loading and unloading times, destinations, customs 
procedures), as well as internal connectivity of ports 
with exporting companies. To that end, it is necessary to 
consider the required infrastructure, such as highways, 
airports, railroads, that will enable the cargo to be 
transported, as well as the products that the region 
currently sells and hopes to sell abroad in the future. 
It is a fact that not all productive activities take place 
in the same geographical locations, so the investments 
in connectivity should take into account which sectors 
have the highest potential to impact on the growth and 
Development of the Region in the future.
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There are instruments at the regional level, such as the 
“Regional Framework Policy for Mobility and Logistics” 
in which Strategic pillars have been identified, 
providing guidelines to countries for the development 
of their national policies. This will lead to the 
identification of cost-effective infrastructure projects 
to be financed that aim to increase the export speed 
of regional companies. In the future, it will be crucial 
that identification of these key infrastructure projects 
be carried out in a coordinated manner between the 
different ministries of public works and the exporting 
private sector.
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4. ANNEX I: 
INTERNATIONAL TRADE IN THE REGION
Table 2.Main	export	and	import	products	of	Central	America	of	2018	according	to	the	economic	complexity	index	of	2017

Note: 1/The	more	negative	the	less	complex	value	is	the	product	and	vice	versa.	2/	The	lower	the	value	in	the	higher	ranking
complexity	of	the	product.	3/	Ranking	of	1237	products.

Source: Own elaboration with information from Atlas of Economic Complexity.
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Table 2. Ten	main	export	destinations	(%	of	total	exports)	of	Central	America

Country 2001 2010 2018

United States of America United States of America Estados Unidos de América

El Salvador El Salvador El Salvador

Honduras Honduras Honduras

Korea, Republic of Korea Costa Rica Nicaragua

Nicaragua Nicaragua Costa Rica

Russia, Russian Federation Korea, Republic of Korea Korea, Republic of Korea

Costa Rica Italy Germany

Syrian Arab Republic France Italy

Haiti Mexico Saudi Arabia

Italy Saudi Arabia Mexico

Nep zone United States of America United States of America

Guatemala Guatemala Honduras

United States of America Honduras Guatemala

Honduras Nicaragua Nicaragua

Nicaragua Costa Rica Costa Rica

Costa Rica Panama Panama

Panama Dominican Republic Dominican Republic

Russia, Russian Federation Germany China

Germany Mexico Mexico

Mexico Canada Spain

Dominican Republic

United States of America United States of America United States of America

El Salvador Germany Honduras

Guatemala El Salvador El Salvador

Germany Belgium Germany

Netherlands Nicaragua Belgium

Belgium Guatemala Guatemala

Costa Rica Mexico Nicaragua

Japan Costa Rica Netherlands

Jamaica China Costa Rica

Nicaragua Korea, Republic of Korea Spain

United States of America United States of America United States of America

El Salvador Venezuela, Bolivarian Republic of Venezuela El Salvador

Russia, Russian Federation El Salvador Mexico

Honduras Canada Honduras

Costa Rica Costa Rica Costa Rica

Germany Guatemala Guatemala

Mexico Honduras Chinese Taipei

Guatemala Mexico United Kingdom

Canada Spain Germany

United Kingdom Chinese Taipei China

Guatemala

El Salvador

Honduras

Nicaragua
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Source: Own	elaboration	based	on	the	International	Trade	Center.

United	States	of	America United	States	of	America United	States	of	America
Netherlands Netherlands Netherlands
Guatemala Hong Kong, China Belgium
Nicaragua Panama Panama
Malaysia Nicaragua Guatemala
El Salvador Guatemala Nicaragua
Panama Belgium Honduras
United	Kingdom Honduras El Salvador
Honduras El Salvador Mexico
Germany China Dominican	Republic

United	States	of	America United	States	of	America United	States	of	America
Nicaragua Venezuela,

 

Bolivarian	Republic	of	Venezuela Panama
Costa	Rica Colombia Colombia
Belgium Panama Costa	Rica
Sweden Costa	Rica Dominican	Republic
Germany Dominican	Republic Venezuela,

 

Bolivarian	Republic	of	Venezuela
Italy Ecuador Guatemala
Honduras Guatemala Nicaragua
Venezuela,

 

Bolivarian	Republic	of	Venezuela Honduras Honduras
El Salvador Ecuador

United	States	of	America United	States	of	America United	States	of	America
Nep Zone Haiti Haiti
Haiti China Canada
Belgium Netherlands India
Korea,	Republic	of	Korea United	Kingdom Switzerland
Netherlands Spain United	Kingdom
Canada Belgium China
United	Kingdom Jamaica United	Kingdom
Spain Germany Belgium
Italia India Germany
Cuba

United	States	of	America United	States	of	America United	States	of	America
United	Kingdom United	Kingdom United	Kingdom
Japan Costa	Rica Jamaica
Nep Zone Netherlands Ireland
Belgium Japan Barbados
Trinidad	and	Tobago Mexico Trinidad	and	Tobago
Jamaica Trinidad	and	Tobago Guatemala
Cuba Jamaica Netherlands
Italia Guatemala Honduras
Mexico Spain Spain
Barbados

Dominican Republic

Belize

Costa Rica

Panama

Spain
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5. ANNEX II 
CENTRAL AMERICA IN NUMBERS

Note: *	Central	Government	(GC).

Source: Own elaboration with information from the SECMCA.

Gross Domestic Product (GDP)

Economic growth

Population 

GDP per capita

Accumulated inflation 

Total exports 

Total imports

Trade balance

Remittances 

Current account  

 Foreign direct investment

Net international reserves

GC operating result *

Total public debt

Internal public debt

External public debt

Full credit

Trade balance

Remittances

Current account

Foreign investment

Net international reserves

GC operating result *

Total public debt

Internal public debt

External public debt

Full credit
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