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Attached for your review are the reconnendations for authorization 
of a loan to the Latin American Agribusiness Development Corporation, 
S.A., a Panamanian corporation ("Borrower") in an amount not to ex
ceed Six Million United States Dollars ($6,000,000) to assist in 
financing 	the United States dollar and local currency costs 
of a
 
program ("Program") to provide long-term financing and technical
 
assistance for the promtion, development and expansion of agri
business enterprises and systems with emphasis on activities in
volving food production in selected countries of the Caribbean
 
Basin and South America.
 

The loan proposal is scheduled for consideration by the Develop
ment Loan Staff Committee on December 15, 1975 at 2:00 p.m.; please
 
note your concurrence or objection is requested by close of business
 
on December 18, 1975. If you are a voting member a poll sheet has 
beEn enclosed for your response. 
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-ROJEC: ?APER 

CARIBBEAN REGIONAL PROJECT
 

LATIN AMERICAN AGRIBUSINESS DEVELOPMENT CORPORATION, S.A.
 

(LAAD)
 

PART I. SUMMARY AND RECOMMENDATIONS
 

1. The Borrower
 

The Borrower will be the Latin American Agribusiness

Development Corporation, S.A. (LAAD). LAAD was incorporated

in Panama as a private investment and development corpora
tion in 1970. Its shareholders (See Annex V, Exhibit 1 for
 
shareholder list) are leading industrial and financial
 
corporations with substantial commitments to agribusiness

sector activities in general and to agribusiness development

in Latin America in particular. LAAD's principal offices
 
are located in Miami, and a subsidiary, LAAD de Centro
america (LAAD-CA), is located in Guatemala City, Guatemala.
 
LAAD develops and finances small and medium sized Latin American
 
agribusiness or aqribusiness related ventures with high

growth potential and with emphasis on development of the
 
marketinq capabilities of the companies it supports.
 

2. The Loan
 

a) Amount: 	 U.S. 
$6.0 million, to be disbursed over
 
a three year period from date of satis
faction of the conditions precedent to
 
initial disbursement.
 

b) Terms: 	 20 years, including a five grace period
 
on amortization of principal, with interest
 
It three percent on the disbursed balance
 
of the loan. 

3. Goals and Purpose 

The goals of 	 this project are to benefit the poor in 
areas where LAAD oDerates and to contribute substantially

to the promotion, dIevelopment, and expansion of agri
business systems and enterp;'ises in the Caribbean and the
 
Latin American North Coast area. Achievement of the project
 



gcal will be po:sble through an approach of identifying

and addressing deficiencies and constraints in agricultural
production, processing, distribution, and marketing systems

and applyinq selectively capital, management, training,

technical and financial assistance to improve the functioning
of elements of those systems. 
 The primarily non-traditional
 
agribusiness enterprises to be promoted under this project

will result in the creation of substantial new rural and
non-rural employment opportunities and other benefits.
 

A najor conceptual premise of the LAAD approach to
agribusiness development is that it should 
cover a repre
sentative area of Latin America in order to marshall the
financial and technical 
resources necessary to allow LAAD
 
to reach its potential as a specialized development finance
 company engaged in high risk, non-traditional agribusiness

ventures. 
 Therefore, a major LAAD objective, and a goal
of the proposed project, is the replication of its 
success
ful Central American experience in other Caribbean and
 
Latin American countries.
 

The purpose of this project is: a) to support the
 
expansion of LAAD's agribusiness development activities
into the Caribbean and the Latin American North Coast area

and b) thereby to contribute to the development of LAAD as
 
an agribusiness development organization with a base and
focus of operations sufficient in 
size and scope to

facilitate operating economies of scale and to attract

expanding shareholder and affiliate participation in LAAD
 
programs.
 

It is estimated that some 40 sub-projects largely

comprising food production, processing, packaging, and
storage operations, will be financed during the three
 
year AID loan disbursement period and that this number
will increase to 120 sub-projects over the life of the
 
project. Similarly, it is estimated that the project

would directly create some 
5,800 jobs during the first
round and a total of 17,000 jobs by the end of the project's

life. 
 These and other benefits are outlined in Section III
 
- Economic Analysis
 

4. The Target -Grou
 

The priority beneficiaries of the proposed project

will be the rural poor in 
areas where LAAD sub-projects

will operate. 
 This target group will be composed largely
of rural landholding small farmers and landless workers.

LAAD Caribe's approach to reachling the target group is 
to
strengthen the market outlets for the products of small
farmers and through the establishment of such facilities as
fruit and vegetable processing plants offer them feasible

opportunities to m.'-'e from t':-ditional to higher value 
crops. 
 LAAD Caribe will also develop labor intensive
 



agroindustries utilizing rural workers (such as 
seeds and
 
floral products and such nighly technical crops as mush
rooms). It is noc expected that LAAD Caribe with its small
 
staff will work directly with small farmers. Rather LAAD
 
Caribe will comploment AID and other international lending

institutions loans involving rural infrastructure and direct
 
small farmer credits.
 

5. Project Description
 

The resources to be made available under this project

will allow LAAD, an entrepreneurial investment corporation,
 
to create a CariLhcein subsidiary to promote, finance
 
and implement aqribusiness enterprises in the Caribbean
 
and the Latin American North Coast areas. 
 These businesses
 
are expected to produce significant economic impacts
 
(increases in volue-added and foreign exchange earnings),
 
benefit a target aroup of small farmers and other rural
 
poor (through purwhasesof small farmer production and other
 
employment generation effects), and contribute to the
 
development oF increasingly efficient agribusiness opera
tions (through emphasizing the elimination of bottlenecks
 
in the integrated farm to market system). The proposed 
undertakina in the Caribbean and the Latin American North
 
Coast area and hAAD's Central American program will be
 
mutually reinforcing, serving over time to promote intra
and inter- regional trade and exchanges of experience.

The proposed expansion of LAAD's activities will also 
allow LAAD to extend more effectively those services it 
now provides to i's clients in the fields of marketing,
 
technology, and finance.
 

6. Origin of the Project 

The proposed project represents an expansion of joint
AID-LAAD effoyt4 in agribus-ness development activities
 
which began w:it: an FY 1972 $6.0 million AID loan to LAAD
 
in support or ar agribusiness development program in five
 
Central Amer.can countries. The successful completion of
 
the first phase was followed by a proposal for a $12.0 million
 
loan to consolidate the Central American activity and to 
enable LAAD te c'xpand its operations into the Caribbean and 
Latin Amer:ca Ncrth %Castregion. Unforeseen cuts in the 
FY 1975 Foreign Aid Appropriations in late March led to the 
neccssity of breaing the project into two parts. The
 
decision was made to fund the Central American portion at
 
a level of $5.0 mkllioL and to defer the Caribbean part
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7. Summary Cost Estimate and Financial Plan
 

Direct LA.AD commitments in the Caribbean and Latin
 
American North Coast areas are estimated to be no less
 
than $8.0 million over the next three years. $6.0 million
 
of this amount would come from the AID loan and $2.0
 
million from LAAD's capital. Other resources will be
 
sought (EximBank, OPIC, commercial banks) in direct
 
support of specific sub-projects as appropriate.
 

Conservatively estimated, the proposed program will
 
provide a total additional investment of approximately

$35.2 million over the three year draw down period of
 
the AID loan as shown below: 

Source Amount Purpose 

AID $6.0 million Loans and equity. 
(Entirely U.S.$) Foreign exchange costs 

(Area Code 941) of goods 
and services ; local 
procurement and construc
tion costs. 
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Source Amount Purpose
 

LAAD $2.0 million Primarily equity investments
 

(Entirely U.S.$)
 
Private
 

Investors $11.2 million Land acquisition and
 

(Primarily local working capital.

Currency)
 

Other loans $16.0 million Long term borrowings
 
to sub- (Contributions of from other development
 
projects U.S.$ and local banks and commercial
 

Currency) bank financing of work
 
ing capital needs covering
 
production, inventory,
 
and export shipments.
 

$35.2 million
 

8. EximBank and Alternative Sources of Financing
 

The EximBank formally informed AID on November 25,
 
1974, that it was not prepared to consider financing this
 
project. The IBRD and IDB (letters of November 18, 1974
 
and December 11, 1974, respectively) have expressed no
 
interest in financing the project.
 

9. Views of USAIDs
 

All AID Missions in Caribbean and the Latin American
 
North Coast countries where the proposed LAAD subsidiary
 
will operate have indicated the project is compiementary
 
to or supportive of national government and AID programs
 
in those areas. The goals of this project are directly
 
responsive to AID's priority emphasis on increasing food
 
production and providing benefits to the rural poor.
 

10. Statutory Cr2.rceria
 

All statutory criteria for the Foreign Assistance Act
 
of 1974 have been met. (See Annex IV).
 

11. Issues
 

The proposed project presents no unresolved issues.
 
A limited number of issues had been identified
 
in the IRR submitted on October 10, 1974, and the subsequent
 
DAEC reviews of that IRR. Each of these issues has been
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B. Deot/Ec uity Ratio
 

In considering the recently presented loan project
to LAAD for the Central American program, the DAEC
recommended a 2.5:1 ratio of AID funds 
to LAAD equity
instead of the proposed 3:1. 
 However, an essential
difference exists between the 
two projects. 
 The recent
loan 
to LAAD for the Central American subsidiary was 
the
second AID loan for that purpose, and an argument could
be made that stronger terms for the AID input 
were appropriate. 
 The project proposed in this paper involves an
AID loan to LAAD for 
a new subsidiary to 
be created with
the total resources of 
the project, and, therefore, it
is recommended that AID require LAAD to raise an 
additional
$2.0 million in equity as 
its financial participation in
the project, implying a 3:1 AID debt to LAAD equity ratio.
This requirement is the 
same as was originally provided
in the first $6.0 
million AID loan to LAAD-CA.
 

The basis for recommending a 3:1 
ratio pertains
to the viability of the proposed subsidiary. Even a 3:1
ratio is extremely low for similar 
financial institutions;
it is significantly lower than any previous AID concessionary
loan to a private financiera in Latin America. 
 The 3:1
ratio will provide LAAD and its subsidiary with a viable
equity and quasi-equity base (the AID loan) which canbe used to attra.t other debt and equity funding required
for subsequent -'rowth.
 

C. Interest Rate 

The i eject Committee recommends a 3,, interestrate on the proposed AID loan. The recent AID loan toLAAD for the C(n tra1 American program had also beonposed on the ,im terms, however, 
pro

the DAEC dotrminedthe appropriate interest rote tar that: pro o('t 'Jhould 
be 4:.
 

For tL I( : mI T- . :( ted i . A p lli;fact that lmi.III,a ifi' ,x r] ' aIlI q 
, I. theI 

Ji 1ubllndli(1 It-,t of () .,is assumed for the pr( j)cts to he funde d tlimdil.r thi s proposal. (See PART II[,C; F i nan1 i,iI Anll ,,, ) , t hIn mori,conI(,ssi onal terms are c )tisidtr-, 1,'s;t I I i,,(to: thin 
projotcft . 
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rjOerall, the expansion into a Caribbean region to 

ilrude Colombia is critical, if LAAD is to attract the 
nece3sary additional capital for continued crowth. LAAD 
manaqement's ex:<erience in solicitinq new coreratto 
shareholders has shown that Central America alone is no't Of 
sufficient interest for most companies. The addition of 
the Caribbean islands improves the arqument in terms of the numbers 
of countries, but only Colombia is large enough in its 
own right to make the package attractive to corporations poten
tially interested in new or further equity participations in LAAD. 

F. AID Loan Administration
 

Since AID organization does not include a regional
 
Caribbean field office such as ROCAP for Central America,
 
administration of the proposed project could be handled
 
by a field mission in one of the countries of the pro
posed project, ROCAP itself, or AID/Washington. Signifi
cant drawbacks were found by the Project Committee to
 
the first two alternatives, and it is recorunended that
 
the Latin American Bureau's Office of Development Resources
 
be assigned project management responsibilities, with
 
USAIDs in project area assisting with activities such as
 
regular sub-project site visits, as these are required.
 
The specific arrangements for this procedure are elaborated
 
in PART IV, Implementation Arrangements.
 

12. Recommendations
 

On the basis of the conclusions of the Capital
 
Assistance Committee presented herein that the project is
 
technically, economically, and financially sound, recommen
dation is made for authorization of a loan in an amount
 
not to exceed $6.0 million.
 

A. Terms:
 

1. Amortization: 20 years
 

2. Grace Period on Principal Repayment: 5 years
 

3. Interest Rate: 3%
 

B. Conditions
 

1) Conditions Precedent to Initial Disbursement
 

Prior to the first disbursement or the issuance of
 
any commitment documents under the loan, the Borrower shall,
 
except as AID may otherwise agree in writing, furnish to
 
AID, in form and substance satisfactory to AID, the following:
 



';, a plan for the objective and compre
tj,:r j'/, rrew of all investments and subloans proposed
to b: 
made by Borrower or any Caribbean subsidiary of
 
Borrower to 
assure that such proposed activities are
 
economically justified and technically sound;
 

(b) a plan for the evaluation of proposed

sub-project activities by the Borrower or any Caribbean
 
subsidiary of Borrower under the Program to assure that

such proposed activities will produce economic benefits,

benefits to rural poor in areas where the proposed

activities will be located, and contribute to the develop
ment of agribusiness systems or enterprises;
 

(c) a statement by Borrower and any

Caribbean subsidiary of Borrower setting forth the stand
ards and procedures each will follow in authorizing and
 
administering investments and sub-loans;
 

(d) a statement by Borrower and any Caribbean
 
subsidiary or affiliate of Borrower setting forth the

standards and procedures each will follow in providing

assistance to clients;
 

(e) certified copies of the corporate

charters and by-laws of Borrower and a Caribbean subsidiary

of Borrower, authorized by the respective Boards of
 
Directors of each which subsidiary will restrict its
 
activities unless AID otherwise agrees in writing, to:
 
the Caribbean countries of Haiti, the Dominican Republic,

Jamaica, Barbados, 
as well as the British Island territories

but excepting Puerto Rica, Cuba, the Bahamas, Trinidad and
 
Tobago, and the Netherlands Antilles; and to the countries
 
of Panama, Belize, Guyana, and Colombia;
 

(f) a certified copy of the resolution of

the Borrower's Board of Directors authorizing and
 
directing Borrow.-r to contribute a minimum of $2.0 million,

acquired from 
 equity capital paid in to the Borrower,
 
to the capital of the Caribbean subsidiary for the program;
 

(g) an opinion or opinions of counsel,

acceptable to AID, that Borrower and any Caribbean
 
subsidiary of Borrower have caken all corporate and
 
legal action required under the laws of the countries
 
in which they propose to do business in order to fulfill
 
their obligations under the loan and to implement the
 
Program effectively;
 

(h) certified copies of the operating

policies of Borrower and any subsidiary of Borrower,

including any Caribbean subsidiary authorized by the
 



-- 
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respective Board of Directors of each, which policies
shall include but not necessarily be limited to:
 

-- an administrative and technical 
staffing
plan of any Caribbean subsidiary,
 

policies controlling the divestment of
equity investments to be made in enterprises financed
with funds made available under the Program,
 

(i) 
a plan for the periodic audit of subloans made by Borrower and any subsidiary of Borrower.
 
COVENANTS


2)F Except as AID otherwise agrees in writing
neither Borrower nor any subsidiary of Borrower shall:
 

(a) utilize AID loan funds or any repayments of principal from sub-loans made from AID loan funds
to pay administrative or operating expenses of Borrower
 or any subsidiary of Borrower;
 

(b) permit AID funds to be used to 
finance
any sub-project or to make sub-loans to any sub-borrower
in 
excess of two hundred thousand United States dollars
($200,000), 
or 
the local currency equivalent thereof, or
the combined United States dollar and local currency

equivalent thereof;
 

(c) make sub-loans with repayment terms of
less than three (3) years;
 

(d) make or permit any Caribbean subsidiary
of Borrower to 
sub-loans or investments which utilize AID
loan funds to exceed at any time three 
(3) times the total
of sub-loans or investments financed from capital paid in
by Borrower to 
the Caribbean subsidiary;
 

(e) make sub-loans to or equity investments
in businesses or other activities in or with respect to
which shareholders, officers, or employees of Borrower or
any subsidiary of Borrower have 
an equity interest or
any interest through 
a licensing, royalty, or distributor
ship agreement; 

(f) make sub-loans from AID funds for working
capital, except 
for financing costs of raw materials
 
(inventory);
 

(g) utilize more 
than 25 percent of AID funds
for eligible sub-projects in Colombia nor less than 20 percent
of AID funds for eligible sub-projects in Haiti and the lesser
islands and British territories;
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(h) permit Borrower's Caribbean subsidiary
 
to maintain a reserve for bad debts of less than three
 
percent (3%) of its total sub-loan portfolio;
 

(i) appoint as manager of Borrower's
 
Caribbean subsidiary a person whose appointment has not
 
been approved in advance by AID in writing;
 

(j) declare or pay dividends on shares of
 
its common stock;
 

(k) declare or pay dividends on either
 
common or preferred shares from sources other than
 
accrued earnings and after adequate reserves for bad
 
debts;
 

(1) incur any indebtedness for a term
 
exceeding one 
(1) year without the prior approval of
 
AID;
 

(M) incur any indebtedness which would
 
enjoy a position superior to the obligation incurred
 
under the AID loan;
 

(n) amend or modify its corporate charter,
 
by-laws or oparating plans or undergo any type of corporate
 
reorganization.
 

3) Prior to the commitment of more than one
 
million United States dollars ($1,000,000) of loan funds,

and thereafter when successive commitments totalling one
 
million United States dollars ($1.,000,000) have occurred,

AID, Borrower and its Caribbean subsidiary shall hold a
 
joint review of the progress of the Program.
 

4) Repayments of principal from AID funded
 
sub-loans may be used only for those purposes for which
 
the AID loan funds were originally made available.
 

13. Project Committee: 
 Richard C. Crisler, Jr., LA/DR (Chairman)
 
Edward Lijewski, LA/DR
 
Sher Rana, LA/DR

Malcolm Honadle, SER/FM
 
Joaquin Marquez, GC/LA
 

Drafted by: RCCrisler/ELijewski/SRana/iHonadle
 



PART II PROJE BACKGROUND AND DETAILED L CRIPTION
 

A. BACKGROUND
 

1. Borrower
 

a. General Description
 

Throuqh the collective efforts of its founding

stockholders beginning in 
1968, the Latin American Agri
business Development Corporation, S.A. (LAAD) was incor
porated in Panama as a private corporation on January 26,

1970. Its shareholders (originally numbering twelve
 
in 1970; fifteen at present) are comprised of leading

industrial and financial corporations with substantial
 
commitments to agribusiness sector activities in general,

and to agribusiness development in Latin America in
 
particular. 
LAAD is managed by a small staff operating
 
out of its Head Office in Miami, Florida, and a Central
 
American subsidiary office in Guatemala City.
 

LAAD was established to strengthen and expand private

agribusiness enterprises in Latin America with the active
 
support of its shareholders. The Corporation develops

and finances small and medium sized Latin American agri
business or agribusinEss related ventures. 
 LAAD places
 
great emphasis on building up the marketing capabilities

of companies it supports, particularly in regional and
 
international markets. When appropriate, LAAD also seeks
 
to broaden the ownership of these companies among local
 
investors.
 

LAAD's authorized capital is $15.0 million of which
 
$3.0 million has been paid in. Each shareholder
 
contributes $200,000 and is represented on the company's

Board of Directors. The company's total financial resources
 
from equity and borrowing facilities now exceed $17.0 million.
 
(See description below of past AID support to LAAD.)
 

LAAD will consider any form of financial parti
cipation in eligible agribusiness projects, including

combinations of equity, debt, convertible debt, and guarantee

commitments. As an equity investor, LAAD prefers joint

ventures and will only consider minority participations.

It is LAAD's policy to divest its equity holding over time,

in preference within the local capital market. 
On occasion,

LAAD will make longer term equity investments in agri
business activities with which it intends to build a more
 
permanent relationship, especially those engaged in export

marketing. An important consideration in determining the
 
form of LAAD's financial participation is the total role
 
that it can play in assisting 
a project to become successful.
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.i n '.'.2.stor and lender, LAAD seeks out agribustn!ss opp!ortUnities with high long term growth potential.LKAD r cquire tat an, project it finances make a meaningful contribu:ion to 
the economy of the host country.
Further, as 
a private profit making company, LAAD invest
ments must demonstrate a return or 
yield commensurate
 
with their risks.
 

When evaluating proposals for 
its financing,

priority factors considered by LAAD are: 
 the business
ability of 
the projects' sponsors and management, market

growth potential, and distribution capability of the
project; the project's competitiveness; 
and the project's
total importance to the local economy aid its impact on the
 
target group. 
 Special priority is given to investment
opportunities involving the export of non-traditional aqricultural based products to regional and international markets.
 

In addition to providing financing directly to

private companies, LAAD also provides business services.
The most important of these is the ability to 
provide

assistance to develop and structure a business venture.

LAAD's management has years of investment banking

experience in Latin America, that area with extensive

technical and marketing contacts, primarily in the United

States, including its shareholder group.
 

b. Organizational Structure
 

LAAD presently consists of Latin American Agribusiness Development Corporation, the parent corporation,
and two subsidiary corporations 
- LAAD de Centroamerica,

S.A., (LAAD-CA), located in Guatemala City, and LAAD

Marketing Company, Inc., 
 (LAAD/M), located in Miami.
All three companies are incorporated in the Republic of
Panama. (LAAD is 
also affiliated with certain specialized

service companies in 
fields complementary to 
its agribusiness activities, e.g., 
Flores International Corpora
tion, and Remote Sensing Engineering, Ltd.)
 

The present authorized capital of LAAD is $15.0
million, consisting of three thousand shares of 
common
stock of $5,000 par value per share. 
As of April 30, 1975,
600 shares of common stock were 
issues to investors for a
total paid in capitel of $3.0 million. Each shareholder
purchase has been for $200,000 
(40 shares) of LAAD stock.
All voting rights in the corporation are vested exclusively in the holders of the common stock, with one vote
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for each share held. There are 16 Directors of LAAD, one
 
from each of the shareholding institutio and the president

of LAAD. Each Director is a high level officer of the
 
shareholding institution he represents. The Board of
 
Directors meetsquarterly to consider project status
 
reports and to discuss policy issues. A Loan and Invest
ment Committee meets periodically to review financing
 
proposals submitted to LAAD for amounts over $100,000.

For financing requirements below that level, the president
 
of LAAD has discretionary approval to commit the resources
 
of the corporation for eligible projects.
 

LAAD-CA was incorporated in the Republic of Panama
 
on November 9, 1971, to make investments in private

enterprises to improve the production, distribution, and
 
marketing of agricultural based products in the Central
 
American countries of Guatemala, El Salvador, Honduras,
 
Nicaragua, and Costa Rica. LAAD has purchased all of the
 
$2.0 million authorized Class A common stock of LAAD-CA,
 
sold exclusively to LAAD. Class B common stock, identical
 
to the original Class A stock, except that the par value
 
of the 10,000 shares authorized is $100 as compared with
 
$1,000 par value for the Class A, was authorized in
 
January, 1973. Of the presently authorized Class B stock,
 
500 shares have been issued to a company in Honduras.
 

LAAD/M, a wholly-owned subsidiary of LAAD, was
 
incorporated in Panama on January 29th, 1974, to provide

marketing and other related services to agribusiness
 
enterprises.
 

The two key officers of LAAD are the President,
 
Robert L. Ross, and the Vice-President, Thomas W. Mooney

(See Annex V, Exhibit 2 for Bio-data.) Presently, LAAD
 
and LAAD-CA are more or less the same organization in
 
that there is a degree of functional overlap between
 
LAAD and LAAD-CA and the delegation of responsibilities
 
and duties stem mainly from geographic location: LAAD
 
is close to its rareholders, U.S. markets, and sources
 
of technical expertise; and LAAD is close to thnsp

projects comprising LAAD-CA's present portfolio (in effect,
 
there are no LAAD projects outside of Central America at.
 
present) and the regional markets.
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Personnel at 
the Miami office of LAAD consists of
the President (Ross), 
a Treasurer,"Secretary, and a
secretary. Personnel of the LAAD-CA office consist of
the Executive Vice-President of the subsidiary (Mooney)
and three support personnel ---
project development analyst,
credit officer, and a comptroller.
 

LAAD/M staff consists of a marketing specialist,

an accountant, and a secretary.
 

2. Origin of the Project
 

In 1970, discussions were initiated between AID's
Regional Office for Central American Programs (ROCAP)
and LAAD concerning the possibility of a joint project in
agribusiness development, eventually resulting in consideration and approval by AID of a $6.0 million loan 
(596-L-011)
for agribusiness project development by LAAD in the five
Central American countries. 
Prior to that time, LAAD,
using its original equity capital and borrowed funds,
had engaged in short term commercial paper financing.
 

As required under the approved AID-LAAD project, LAAD
established a subsidiary (LAAD-CA) to conduct agribusiness
development activities in the Central American countries
and to eventually market its own shares to interested
Central American investors. By January, 1975, the $6.0
million AID loan, matched by $2.0 million of LAAD equity
was fully disbursed, providing required financing through
either straight traditional term loans, convertible
debentures, or equity investments, to a total of 52
 
projects.
 

During 1974, discussions between AID and LAAD were
undertaken to consider possible additional AID assistance
to LAAD for a consolidation and expansion of the Central
American operations and 
an 
expansion of LAAD activities
into a new area, the Caribbean. 
To this end, an IRR
proposing AID assistance in the form of a $12.0 million
loan was reviewed by the LA Bureau DAEC. 
 Following
development of a further financial analysis and justification of the proposal, DAEC approval was given on January
22, 1975, for development of a project loan in the range
of $9-10 million for the combined project objectives.
The intensive review for both the Central American and
Caribbean elements was 
in process, when a substantial
reduction in FY 
1975 appropriations from expected levels
required that the LA Bureau reconsider the intensive
review approval for the proposed $9-10 million loan.
 



Although the preferred course was to develop the project
 
as a single proposal, the fact that LAAD did not have
 
other financial resources available to finance continuing

agribusiness development activities (the combined LAAD/AID
 
funds of the first project were fully disbursed by mid-

January of 1975) and was therefore essentially engaged in
 
a "housekeeping" rather than expansion activity, presented
 
a strong argument for separating the two geographic
 
area programs. Based on these considerations, and the
 
availability of limited funding authority, a Capital

Assistance Paper was prepared for AID/W review recommending
 
a $5.0 million loan to LAAD for LAAD-CA consolidation and
 
expansion (CAP AID-DLC/P-2078). That loan was authorized
 
in early June 1975.
 

Subsequently, the possibility of additional FY 1975
 
funding authority becoming available allowed the LA
 
Bureau to re-authorize the intensive review of an AID/

LAAD project supporting LAAD's proposed agribusiness
 
development activities in the Caribbean region.
 

3. Evaluation of ProjectExperience to Date
 

a. Purpose of First Loan
 

The purpose of the first AID loan to LAAD was to
 
assist LAAD in providing long-term financing and technical
 
assistance to agribusiness projects in Central America and
 
to support efforts to develop the basic mechanics of a
 
capital market in Central America. The AID/LAAD project
 
was expected to contribute to the promotion, development,
 
and expansion of Central American agribusiness enterprises
 
as a total interrelated process. LAAD would identify
 
deficiencies in the food supply systems where capital,
 
management, training, and technical and financial assistance
 
could be productively applied with emphasis on non
traditional export industries.
 

b. Measures of Performance
 

The implementation procedures utilized under the
 
first AID loan .nabled AID and ROCAP to continuously
 
monitor the [preqress of goal and purpose achievement of
 
the project. Iii addition to almost daily contact between
 
ROCAP and LAAD, that process called for (a) ROCAP approval

of all sub-projects financed under the project exceeding
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$200,000; (b) one million dollar disbursement reviews of
 
all projects; (c) monthly status reports. In addition,
 
audited yearly financial statements of the corporation

and an annual audit of compliance with the loan agreement
 
were reviewed. An AID audit was conducted in mid-1974
 
which confirmed that loan objectives were being achieved.
 
Additionally, under AID/W initiative, Checchi and Company

performed an independent evaluation which reconfirmed that
 
the project was reaching many of its objectives.
 

c. General Findings
 

The recent Capital Assistance Paper AID-DLC/P-2078,
 
"ROCAP-LAAD Agribusiness Development," describing the
 
proposed $5.0 million loan to LAAD for the LAAD-CA program,
 
presents a detailed evaluation of LAAD's performance under
 
the first AID loan. The conclusion of that evaluation
 
was that "LAAD has, with one exception -- that of capital
 
market development -- been able to meet its goals in an
 
exemplary manner." That conclusion also obtains for this
 
Capital Assistance Paper as justification for presenting
 
a proposal for additional assistance to LAAD for expansion
 

into the Caribbean area. A summary of the highlights of
 
the section on 'Performance Evaluation" of the recent ROCAP
 
CAP is presented below.
 

d. Specific Findings
 

Information and experience provided through the
 
above enabled the following conclusions to be drawn:
 

i. That the project contributed to the
 
strengthening of LAAD leading towards eventual self
sustaining operations
 

LAAD's net consolidated earnings for the
 
fiscal year ending October 31, 1974, rose to $152,000,
 
equal to a 5.3% return on net worth. Sales by LAAD of
 
additional stock to new equity investors, a necessary

activity if LAAD is to become financially viable over
 
time, will be slow until LAAD's return on net worth
 
reaches or passes a 10% average. LAAD is making satis
factory progress in advancing toward that goal.
 



Page 7.
 

ii. That LAAD had promoted, financed, and
 
implemented Central American Agribusiness Enterprises.
 

Project records confirmed that the AID/LAAD
 
project had contributed $8.0 million to the financing of
 
52 Uentral Amurican projects in the agribusiness field.
 

iii. That LAAD encouraged and assisted in the
 
development of new, non-t-aditional products.
 

Examples of LAADs activities in this regard
 
are projects involving: cardamon oil, ferns, specialized

frozen vegetables, new cattle breeds, wooden furniture,
 
wood components, turkeys, and lean sausages.
 

iv. That LAAD's approach emphasized agribusiness
 
development as a totally interrelated, systems process.
 

The Performance Evaluation (Annex VIII)
 
presents examples of the manner in which LAAD analyses
 
projects in terms of their contribution to the development

of more efficient agribusiness systems, addressing

specific deficiencies or bottlenecks in business flows
 
from producers through processors and distributors to the
 
final buyers. The conclusion is that LAAD has sought out
 
and promoted businesses which are attempting to solve such
 
problems in various agribusiness industries.
 

v. That LAAD has emphasized the development of
 
non-traditional products and exports.
 

Approximately 30% of LAAD investments under
 
the first project were in support of export-oriented
 
companies. Foreign exchange earnings generated by LAAD
supported projects under the first use of the $8.0 million
 
total project resources are expected to reach a total of
 
$27 million annually, roughly equal to $3.4 for every
 
dollar committed by LAAD. During the full life of the
 
AID loan, up to $100 million in new foreign exchang should
 
be generated annually by LAAD financed projects.
 

Also, LAAD financed projects established a ,,pecial
 
subsidiary, LAAD Marketing Company, Inc., to provide

marketing services to clients of LAAD and other exporters
 
of agrioultural-based products who are interested in
 
selling their products in the U.S. or Canadian markets.
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vi. That LAAD provided technical assistance
 
to projects that. it financed.
 

Technical assistance supplied by LAAD to its
clients was provided essentially in one of three methods:

1) directly by LAAD to 
companies LAAD specifically promotes

and underwrites; 2) directly (or indirectly) to its
clients from the expertise and experience of individual

stockholders; 3) directly to a client by another LAAD
 
client.
 

vii. That LAAD provided a substantial amount of
 
equity financing to sub-projects it promoted.
 

LAAD investments in sub-projects included
the following: 
 three common share equity investments,

five convertible preferred share investments, and twenty

loans with options to convert all 
or a portion of the
principal amount into common 
shares. Aggregate value of

these investments is almost $5.2 
million.
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exchange earnings; and 8) increasingl fiin gi
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'. r,. te tarwet grcu., 
the project will assist an . ;etc '-u. of agribusi ensers ho willcstajisL operations which will benefit the rural poor.
Certain kinds of sub-project activities (e.q., 
installation
 or 
expansion of a canning plant) will encourage landholding
small farmers in the area to 
increase or diversify production
in order to supply raw materials or unprocessed agricultural

products to processing facilities or related marketing
entities, such as cold storage or packaging plants. 
 Landless workers, or farmers whose landholdings are inadequate
for reasons of size, quality, or location, will find
employment in rurally located production or 
processing

operations. 
Through such activities their efforts are
expected to be more productive than their traditional

methods, and employees of such rural agribusiness operations,
both laborers and clerical workers, will be taught valuable
 new skills in agriculture or business operations. 
Where

feasible (possibly in Haiti) LAAD may develop a program of
financial and technical cooperation with an existing banking
system with branches in 
 rural areas for support to small

scale rural agribusinesses operated by rural poor.
 

3. Description
 

a. Concept
 

A major LAAD objective (and a goal of this project)
is to replicate its Central American experience in other
Latin American countries. 
 An early theme of LAAD's approach
to agribusiness development was 
that the requirements of
agribusiness are 
similar throughout the developing world.
The interdependence and vulnerability of most agribusiness

activities, particularly in the case of the 
small and
medium sized producers and particularly those in the
,developing countries, require that for successful operations
a total or integrated approach to the industry must be taken
by the agribusiness managers. 
The physical and service
infrastructures, taken for granted in technically advanced

economies, are typically inadequate or non-existent in
developing countries. The particular critical issues which
restr.in or limit agribusiness development vary from
industry to industry, country to country, and company to
 
company. Perishable commodities processed into consumer
products, shipped by unreliable means of transportation

through a fragmented distribution system in a market noted
for price instability and shifting consumer preference,

offer an inhospitable environment for the independent
small and medium sized agribusiness company in the developing

countries.
 

http:restr.in
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Today's international rarkets nevertheless offer
 
opportunities to export non-traditional processed and semi
processed agricultural products. Because of the size and
 
complexities of marketing internationally, many Latin
 
American producers are not taking fullest advantage of
 
their export potential. Most producers of agricultural
 
products do not individually control the volume necessary
 
to serve today's international mass markets. However,
 
much can be done to link these producers to their markets,
 
such as through multi-producer marketing companies which
 
can distribute the output of several production sources.
 
Other methods are also available which encourage a more
 
integrated approach to international marketing opportunities.
 
LAAD places high priority on export-oriented agribusiness
 
industries and actively works with its clients in organizing
 
and improving their export marketing arrangements.
 

Three years of intensive effort by LAAD at developing
 
agribusiness projects have demonstrated the validity of
 
its particular approach. In Central America, LAAD is
 
pioneering an integrated farm to market approach to a
 
variety of agroindustries including the floral, beef,
 
vegetable, and wood industries, with a heavy emphasis on
 
the important element of developing better and expanding
 
marketing arrangements, both domestic and international,
 
for agricultural production.
 

The challenge presented in this project is to
 
replicate the Central American exreriences in the Caribbean
 
and the Latin American North Coast areas. This undertaking
 
and the Central American program will be mutually reinforcing,
 
promoting inter and intra-regional trade and exchange of
 
experience It will also allow LAAD to extend more effec
tively those complementary services it now provides to its
 
clients in the fields of marketing, technology, and finance.
 

While it is the purpose of this section to indicate
 
the substantial contributions the LAAD approach can make
 
towards general agribusiness development, it is essential
 
to emphasize that a company the size of LAAD cannot pretend
 
to fill all the gaps nor solve all agribusiness problems,
 
even in the smallest of the Latin American countries.
 
However, by focusing on key industries in a given region
 
or country, LAAD can realistically build itself up to a
 
position of leadership in expertise in these industries,
 
not for the purpose of domination or control, but to
 
provide the kind of entrepreneurial assistance and the
 
business services that allow the independent producer to
 
grow to the point at which he is able to make his way
 
alone. To the extent that the industries chosen by LAAD
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are dynamic and with long term growth potential, then LAAD
 
could achieve a significant impact with a modest amount
 
of funding.
 

The relative impact of LAAD's operations under the
 
first AID/LAAD project for Central American operations
 
is significant and is growing. The following are general
 
indicators of that impact based upon projections to 1976
 
(all are incremental changes from the date of disbursement):
 

Employment : 5,800
 
Foreign Exchange Earnings (Annual): $27.0 million
 
Outside Funds Mobilized : $11.2 million
 

This impact is based on cumulative disbursements to
 
completing the earlier $8,000,000 ($6.0-AID; $2.0-LAAD)
 
program. The total impact of that project would be roughly
 
three times this amount. Essentially similar results are
 
expected from the proposed LAAD operations in the Caribbean
 
and Latin American North Coast areas. Since the industries
 
identified in these areas are similar to those in LAAD-CA's
 
portfolio. (See PART III, B, Economic Analysis).
 

A central concern of this project is to expand LAAD's
 
development operations to the point that it can become
 
commercially viable and self-sustaining. LAAD has produced
 
tangible results since the first AID loan agreement was
 
signed, but LAAD is still not commercially viable. For
 
this it must: a) consolidate its position in Central
 
America; b) develop a meaningful program in at least a
 
representative number of other Latin American countries;
 
and c) earn a reasonable return on its equity. The
 
recently authorized second AID loan to
 
LAAD for LAAD's Central American operations ($5.0 million)
 
provides resources to deal with the consolidation and
 
contributes to LAAD's ability to earn a reasonable return
 
on equity. The proposed project will address the objectives

of LAAD's geographic expansion and assure the accomplish
ment of its long-term financial viability and growth.
 

b. Geographic Priorities
 

It has always been a major premise of LAAD that
 
it should and would cover a representative area of Latin
 
America. To the extent that its operations deal satisfactorily
 
with AID's developmental priorities, it is in AID's best
 
interest that this occur. In 1971, LAAD made three loans
 
and investments, two in Mexico and one in Panama. Project

opportunities in Venezuela were given serious consideration
 
but were rejected for lack of viability. LAAD established
 



an office in Mexico City, where a number of projects were
 
developed. LAAD's management concluded, however, that it
 
did not have sufficient financial resources to sustain
 
two operations (80% of LAAD's capital was committed to the
 
AID-LAAD Central American program), and it therefore
 
decided to concentrate all efforts on making LAAD-CA a
 
success. It closed the Mexican operation. LAAD's decision
 
to cease operations in Mexico was a difficult one, since
 
this meant reducing the company's geographic scope.
 

Looking to the future, LAAD plans to expand carefully
 
into areas which offer development opportunities in the
 
agribusiness field for a company of its size and opera
tional approach.
 

The most logical countries would be small and medium
sized Latin American coun'ries with agricu]tural potential.
 
The areas which would best fit these two criteria are the
 
Caribbean countries and the Andean ones along the Pacific
 
Coast. The first priority area for expansion is those
 
countries of the Caribbean. Despite the growth of tourism
 
and manufacturing industry in these countries agroindustry
 
remains the largest sector, particularly when measured in
 
terms of employment and generation of foreign exchange.
 

Specific investment conditions vary according to the
 
country and LAAD will take them into account when selecting
 
the first priority countries. Expansion must necessarily
 
be carried out by stages. Based on present conditions,
 
the next logical step would be to expand into the Caribbean
 
basin area, including Belize, Dominican Republic, Haiti,
 
Jamaica, Panama, Colombia, and the British island terri
tories, including Barbados.
 

Unlike Central America, the Caribbean and Latin American
 
North Coast area is heterogeneous in terms of language,
 
culture, government policies, economic structure, and
 
potential. Because of these differences, the project
 
would focus first. on those with the greatest potential
 
including the Dominican Republic, Haiti, Jamaica, Panama,
 
and Colombia. A brief evaluation of each country's poten
tial is presented in PART III, B.- Economic Analysis.
 

c. 	Organization and Management of the New
 
Subsidiary
 

Following upon the experience under the AID-LAAD-CA
 
program, a separate subsidiary of LAAD, to be known most
 
probably as LAAD Caribe, will be formed. Its management
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and organizational structure will be patterned after that of
 
LAAD-CA, with staffing composed of qualified professionals

resident in the region. 
 More important than professional

skills alone, LAAD believes, is the capability to structure
 
and implement feasible projects which can only be enhanced
 
by full-time resident field staff living and working in
 
the areas of operations.
 

LAAD Caribe will be incorporated in the Republic of

Panama in a manner similar to LAAD-CA. The new company's

Articles of Incorporation and By-Laws will be submitted
 
to AID for approval prior to incorporation. Legdl incor
poration of this company will be a condition which must be
 
met before any disbursement by AID under the proposed loan
 
will be made.
 

LAAD Caribe will be 
a limited liability corporation

with an 
initial authorized capital of US$3,000,000 of which
 
$2,000,000 will be subscribed by LAAD itself. Another
 
condition preceding disbursement will be a resolution from
 
LAAD's Board of Directors subscribing $2,000,000 of LAAD
 
Caribe's capital.
 

Assuminq that the loan aqreement is signed before

the end of December at the latest, all prior approvals and the
 
incorporation of LAAD Caribe could be completed by the
 
end of March, 1976.
 

LAAD has agreed to make available common voting stock
 
in LAAD Caribe to investors in the Caribbean and Colombia.
 
11owever, LAAD Caribe's earnings are not expected to reach
 
a level 
hiah enough to attract private Caribbean invest(.rs

until several y.2ars after the AID loan is completely disbur~ed.
 

In order to manage the new operation, LAAD Caribe
 
will establish two offices in the Caribbean area. It is
 
expected that one office will be set up in Santo Domingo,

which is geographically well located to 
serve the Caribbean
 
and communications are reasonably effective. 
There are
 
no significant legal or tax obstacles to locating in the
 
Dominican Republic for a regional operation. This office
 
woUld have operating responsibility for the entire Caribbean
 
operation, with the exceptions of Panama, and possibly

Belize, which, because of their contiguity to Central
 
America, would be managed by the LAAD-CA office in Guatemala.
 

The Santo Domingo office would be staffed initially

by one professional manager and a secretary operating out
 
of a rented office. The manager would be a person with
 
prior experience and knowledge of the Caribbean. To the
 
extent possible, he will have had both financial and
 
development experience. He will be assisted by LAAD's
 
Miami office, which has already identified over 20 projects
 

http:invest(.rs
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in the Caribbean. This manager would be hired shortly

after LAAD Caribe is formed and prior to any disbursement
 
under the loan. AID will be consulted prior to hiring the
 
Caribbean manager and will have the right to approve him.
 

Once sufficient projects have been added 
to the pipe
line, a qualified financial analyst will be added to the
 
staff Ao later than early 1977. Additional manager
ial and professional staff will be added as required by

the volume and nature of LAAD Caribe's project work expands.
 

The senior executive will report directly to the
 
President of LAAD on matters of policy, project proposals

and personnel. He will handle day-to-day operations

himself and report on them as needed. Investment approval

authority will be vested with the President of LAAD in
 
amounts up to $100,000 and with authority for larger amounts
 
vested in the LAAD Investment and Loan Committee. This is
 
the present system used by LAAD-CA. A local discretionary

authority on 
loans and investments up to a predetermined
 
amount would be extended, once sufficient experience had
 
been accumulated.
 

A field office will be established in Bogota to
 
develop the program in Colombia. It is possible that this
 
office will be 
started with a part-time professional who
 
would be hired on a full time basis, once the number of
 
projects so warrants. This man would probably be hired at
 
about the same 
time as the manager in the Dominican Republic.

He would also be a person with financial and developmental

experience in Colombia and in all probability would be a

Colombian national. 
 AID would also have the ri.ght to approve

this officer.
 

Major responsibilities of the LAAD Caribe subsidiary
 

would be:
 

i) Project Identification
 

Primary responsibility for identifying 
new
 
projects will rest with the resident staff of the subsidiary.

There is no systematic method to be followed to identifying

projects. Familiarity with the area, frequent travel, and
 
an eye for opportunities are the key ingredients 
for this
 
purpose. LAAD's President, Robert L. Ross, will be personally

involved in the development of the subsidiary.
 

ii) Project Analysis
 

Project analysis is an important element of
 
LAAD's work. Good analysts are difficult to find, a fact
 
fully recognized by LAAD. Since LAAD-CA already has
 
sufficient analysts, LAAD is giving some 
thought to trans
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ferring one of them to the new subsidiary. (The transfer

of one analyst from LAAD-CA would be done only after

LAAD-CA's staff has been strengthened, in accordance with

the requirements of the recently approved AID/LAAD-CA
 
program).
 

iii) Project Negotiation
 

The negotiation phase of the work is the most

critical one, requiring an experienced resident businessman

with a financial background. Although the shareholders

and the Head Office will provide maximum assistance, the
 
success of LAAD's negotiations with its clients will depend

fundamentally on the senior resident executive.
 

d. Taxation and Legal Considerations
 

In all instances, LAAD will be subject to local

laws, including registration, taxes, and all restrictions
 
on foreign investment. LAAD believes it can 
live with these

restrictions because its investment policies favor local

control and ownership of its projects. Both Colombia and
the Dominican Republic have placed limitations on dividends
 
to foreign shareholders to a net after-tax payment of about

14% 
annually on the original investment. Foreign invest
ments are 
subject to registration and approval by the two

countries. Both countries tax interest payable to 
foreign

lenders, but this tax 
is customarily waived for loans to
projects of importance for the country's economic development.

No imporLant restrictions on the dividends or capital gains

earned by foreign entities are present in Haiti, Jamaica,

Belize, or Panama.
 

e. Investment Climate
 

With the possible exception ot Guyana, all countries
eligible under this proposed program encourage private

investment, domestic and foreign, in those activities
 
considered of high priority by the planning authorities

of the host country. 
 In all countries, agriculture and
related industries are 
being given the highest priority

particularly when the activity is non-traditional and

provides significant rural employment. (See Section III,

B - Economic Analysis.)
 

Some countries, such as the Dominican Republic, Jamaica,

and Colombia,carefully control foreign investment. In
LAAD's case, however, its policy of takinc minority equity

positions is consistent with these 
concerns.
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Worthy of note is 
the fact that two investment
 
corporations engaged in industrial and to 
a certain extent
 
agricultural development have made and are continuinq to make,

substantial investments in the region covered by the
 
proposed loan. ADELA has 19 investments, totalling

$8,549,000 in Colombia, the Dominican Republic, Jamaica,

and Belize. Although many of these projects involve
 
equity participations in development banks (principally in
 
Colombia), the ADELA portfolio includes agricultural or
 
agribusiness investments in each of the four countries.
 

A similar picture characterizes the activities of
 
the Commonwealth Deyelopment Finance Corporation (CDFC),

which as 
of the end of 1973 had placed a total of $9,636,751

in 18 projects in Jamaica, Trinidad, the Cayman Islands,

the Bahamas, Barbados, and Belize. Although the CDFC's
 
Bahaman, Barbadian, and Trinidadian investments are in
 
the hotel/condominium and industrial areas, its Jamaican,

Cayman, and Belize portfolios contain agricultural projects.
 

Both institutions know LAAD and speak enthusiastically

of its future in the Caribbean. Both have specific projects

in mind in which they would like to collaborate jointly

with LAAD. In short, the investment climate in the
 
Caribbean region, including Colombia, appears favorable for
 
the type of operations envisaged in the proposed loan.
 

4. Development Assistance
 

Under the proposed program, LAAD will expand its
 
development services (technical, marketing, promotional,

and managerial assistance) into the Caribbean and Colombia.
 

a. Technical Assistance
 

A complete description of the technical assistance
 
provided by LAAD and its shareholders in Central America is
 
contained in Section II D. of LA/DR-DAEC/P-75-7/2 (pages 32
 
through 38). This assistance would be extended through LAAD
 
Caribe on a similar basis. LAAD shareholders would not
 
charge for their technical assistance.
 

It is expected that more assistance will become avail
able from LAAD-CA's portfolio in Central America. Despite

the absence of any program in the Caribbean, LAAD has
 
already had occasion to draw on its Central American clients
 
to help projects in the technical field.
 

Examples of this include a medium-sized Dominican
 
slaughterhouse which was having layout and organization

problems with a major plant expansion. LAAD arranged for
 
the Domtinicar. owner to visit one of LAAD-CA's clients in
 



Page 19.
 

Cosita Pica (Taylor & Associates), which provided technical
 
assistance and also sent senior management to the Dominican
 
slauchterhouse to provide on-the-spot advice. No charge
 
was made for this service.
 

Another example was a new cut-flower farm in the small
 
town of Piendomo near Popayan in the Cauca Valley of
 
Colombia. This farm was the first one to be established
 
in this climate, and LAAD arranged for one of its clients
 
in Costa Rica (American Flower Corporation) to visit the
 
new farm while it was still under construction. The
 
Colombian sponsor also visited the Costa Rican farm, which
 
is probably one of the best organized and managed in the
 
area. This technical exchange allowed the Colombians to
 
avoid certain start-up errors.
 

Other industries where technical assistance can be
 
provided by LAAD's clients in Central America are processed
 
fruits and vegetables, essential oils, cattle breeding,
 
ornamental plants and poultry.
 

b. Marketing Assistance
 

LAAD's marketing services will be a critical input
 
during the promotional and operational phases of new projects.
 
A realistic market assessment is critical to any promotional
 
effort. This assessment must go beyond the conventional
 
market study and must be based on a more direct understanding
 
of how markets work in practice.
 

An example of this is a pimento oil project now being
 
promoted by Jamaican entrepreneurs (with a majority control)
 
and the ADELA Investment Company (a LAAD shareholder).
 
The sponsors have asked LAAD to co-sponsor the project.
 
LAAD's primary responsibility will be to evaluate the market
 
and to recommend the best method of distribution. To do
 
this, LAAD will use its experience with the Guatemalan
 
essential oil industry, which has an efficient marketing
 
arrangement in the United States and Europe.
 

Once a project enters its start-up phase, its products
 
must be introduced into international markets. Typically,
 
the volues shipped by a new company are inefficient to
 
compensate for the pioneering marketing effort required.
 
Again LAAD is specializing in introducing non-traditional
 
agriculturil exports abroad and -s prepared to absorb the
 
costs of assisting new companies to penetrate overseas
 
markets. AID funds would not be used to finance any
 
losses incurred by LAAD in its marketing work.
 



Page 20.
 

C. Project Promotion and Development Assistance
 

A third service is project promotion and development,

essentially entrepreneurship. Many of the projects already

identified in the Caribbean and Colombia will require

considerable assistance of this nature before they can be
 
carried out. 
 In order to do this, LAAD Caribe will draw
 
on LAAD-CA's experience, as well as on that of LAAD's
 
shareholders. This service will be relatively more important

in the Caribbean area, where entrepreneurial ability is
 
scarcer than in either Colombia or Central America.
 

d. Management Assistance
 

Finally, LAAD Caribe will offer agribusiness
 
management services, particularly for turning around
 
companies in financial distress. 
 It has been LAAD's
 
experience with new agribusiness ventures that they

often lack sufficient capital to cope with the associated
 
risks of high start-up losses and unanticipated working

capital needs. Typically, these problems result from
 
inadequate management rather than mere financial oversight.

LAAD is being asked to play a key role in turning around
 
troubled companies. This growing demand for LAAD's
 
managerial talents in Central America will be extended
 
at an early stage to the Caribbean, where managerial

ability is scarcer than in Central America.
 

An example of this is a Dominican mushroom canning
 
company, which, although it received generous financing

from public and private sources, was inadequately capitalized.

It is having management and technical problems, and LAAD
 
has been asked to participate in its restructuring.

LAAD's talents are particularly appropriate in this instance,

since its management has had experience with mushroom canning

companies in Central and South America, and two of LAAD's
 
shareholders are involved in the growing and canning of
 
mushrooms (Castle and Cooke, and Ralston Purina).
 

5. Project Selection Criteria
 

As noted earlier, the goals of this project are 
to
 
benefit the rural poor in 
areas where LAAD operates and to
 
contribute to the development of agribusiness enterprises

and systems in the Caribbean and Latin American North
 
Coast areas. Therefore, within this context, and to ensure
 
that the sub-projects LAAD finances conform not only to

normal economic and financial criteria but are also responsive
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the areas of triori ty
to concern to AID (increased foo4
ion,.roduc ent,
epi ... 
 and rural farm income) and cenerallv

maximize benefits to 
the target Groups, sub-projec't seletion
criteria and a screeninq system for these critor-i have
 
been developed.
 

All LAAD sub-projects must, by definition, be involved
in an agribusiness-related activity. 
 In addition. suh-projects
will be required to meet the following 
 criteria:
 

a) 
The proposed project must contribute to the
welfare of the rural poor/small farmer target group.
 

The degree to which this criteria is met
 
may be measured, non-exclusively, in terms
of increased employment generated, increased income
generated, increased production and/or productivity,
induced changes from lower to higher value crops or better
land utilization, and general rural development effects
which the activity is projected to produce at maturity.
 

b) Contribute to the development or improvement

of an agribusiness system.
 

To satisfy the thrust of this criterion, the
proposed project must demonstrate that it either eliminates
a systems bottleneck, that is, 
it adds a critical component
in the production-transportation-processing-distribution_
 
marketing-retailing steps which characterize the agribusiness
process, that it introduces a new non-traditional product
into this process, that it produces a new or expanded
market penetration, that it assists LAAD in better performing this systems development role, 
or that it produces

systems efficiencies. 
The degree to which the project
contributes to this objective may be measured in terms of
the increased production, commodity price stability, or

value added.
 

An additional measure of the project's importance

will be 
 its ability to contribute
to the overall economic improvement of the country or
region. 
 To measure a project's projected achievement of
this objective, one may analyze a) its balance of payments
effect, (i.e., 
the foreign exchange earnings it generates or
the foreign exchange saved through import substitution),


b) the value which the project will add to 
raw or semiprocessed commodities, c) the increased employment and
consequent income added to the economy, and/or d) the
increased production (whether from new or 
present agri-cultural commodities) and the implication for future mediumto-longer term industry sector growth.
 



A review by the Project Conmittee of the goal and purposes

of thc project, 1,AAD/CA experiences, and the illustrative
 
list of LAAD/Car..e sub-proj'ects indicated that eligible

LAAD/Caribe acribusiness sub-projects could be grouped
and classified into two basic categories for purposes of 
assessilng a sub-project's target group impact: a) activities 
whose i.act on the carqot oroup is primarily characterizea 
by the creation cf substantive direct employment generation
effects (e.a., .icJuificant numbers of jobs in company 
plants and/or on company managed fields, etc.) resulting
in increased inccme aenerated; and b) activities which, 
while also creatine employecnt opportunities for the target 
group of the above description, primarily benefit the target 
group in an indirect manner through the creation of increased 
marketing opportunities, which ultimately result in increased 
income from the sale of new or increased amounts of goods
 
or services produced in response.
 

For Catccory "A" (Direct Employment) , the Project Conmlittee 
selected as the objectively verifiable criteria of screening 
a ratio of total incremental fixed investment per job created 
not to exccca a "a::imum level of $7,500, and the determina
tion that members of the target group are expected to be 
priority beneficiaries of the new jobs. Given the scarcity
of illustrative, much less definitive, data en such a ratio 
as it would a-,pcly to the diverse typcs of sub-projects
contemplated for L\AD/'Caribc operations, the Project
Committee'.: rec;':,endation is not considered final; however,
the ma-:i-.j, figure of $7,500 (adjustable for inflation) 
was s .rctc& bc'scd on the tudcmcnt of econo-ii,; s and 
en~nLr::; with so:r.o expericence in arabusiness projects
that: the 1'.::t a-.)1ropriate rancie for this ratic wLs beLween 
$5 -'.0, u ,- we11 al; the analysis of data from other ATD 
project; dc,-crdL/cI, below. This fic:ure is expected to allow 
LAAD/Caribe to pr:,oduce results at least as favorable as those 



~~of.LLUP/CA' sprojccts hich have, on the average, created 	 F,one )Ob~ per eac Q3.01fLAAD/CA 'investments,. 

ec~ enewv 	 -----i o evl il -not-*el-iinaF11 	 o,
flnmIcrous desirable projects with slightly highor rates thani

the expected:6average which should be considored'for financing
on the basis of othe~r factors.(e.g., location in area of high
unemployment, development of now product or sorvice with highgrowth 	potential for creating increased employment - demandfor raw materials, etc.) 
and which, when grouped with subprojects with much lower ratios 
(e.g., cut flower growingi
seed pr cuction operations)o will produce an acceptable average

figure.J
 

Further, LAAD's concept of promoting new and innovative4
7' 	 technological approaches to agribusiness operations where the
potential effects on a product or stop in the agribusiness
systemi 	promise to be significant, could be severoly curtailed
by tho 	application of aciling 
level much lower than 87#500.
Such activitics, as for example, the testing and use of hypobaric transfer and storage systems and the promotion of an
air transportation system to delivor perishables to distant
miii%oto, will no~t produce immediate or largo direct or 1idirecLtarqut 	yroup impacts, but w~ould hold tUe proomiso ot reloauxingexist~ing cons .rcints 
on increased agricultural production if
the~ con~cept proves practical and viable. Initially* however*
these cactivitic5 involve soomewhat more capital per job created
than do other, more traditional agricultural-agribusiness

activities as a tomato production and processing operation.
Nonetheless, the potential benefits to the target group fr=
such activities argues strongly for allowing scope for LAJspromotion of in~ its overallthem 	 efforts. 

Additionally, the recommended level was chosen recognizing
that to attempt to restrict LAAD financing only to sub-projects
more closely m,eting the average expected lovel would offoctivoly
constroin the LAAP/Caribe suboidiary from meeting its cash 
F flow rtnd income projections, objectives which are essential if
LAAD is also to achiev'e the project purpose of financialviability within the period projected, since,sub-projects with
such low rtitios are more the excoption than the general ruleand w,,ould require more extensive project development efforts
and lead timus to identify anid implement.
 

F 1/ i±ho sub-project addittiundll1, uL bt.Lby agribusinas
sy'-m dcvoclcp-cn~t1 rural development, economic W~nofit
 
and food production criteria. 



I AI4 F ~ ~ N4 

4 
-N 4't4 44 aloeI- ).~~Nraw 

Jun4 "t Ote 

19700 Thsm" 

Addiiofl@0A 07 CaptasIAM~tm iAPSWO -I~wA1ap., N 

BW~alWNot~mo ftaW andU4W X4i Ins 1 4vjvcurrutBaii"owi~ Wr0Sf~ tti MMv 
pro7r. (TIuns 04 LuOp0ut4/vretsysal mm
reqiring UAP biiono otm w m"dirctl 14#00f@t am~ o 

carrQer Brazil ~ ror f sam twII* ~ 

crtedr vasmt as he3418 ys* 

$1.4k St",r~nf"O wille ioo' 

telaIvly onpta"MIIea M m-letIft~tw~ss W ,~orq its amral. the 
a ng~Uraftfue Of ieats 

aintrryanittn thsae pMpeIh 

seet- gtvc 1* 06 ofO*u,4 

n#Utg.#vrq ber%4-th Wam W14*1 Tut*ivtSW 

faorablv~y wi hsAODO Littljqtn eioe fhm of- 6444 

(a very aawfvqt ofigr W"F1oo 
avrimtoly 610h rst#.It*a 
ACrbiftrYoaSo~ttim s a idpiato 0@04 Omqt O 
f ivursbl cot pe job fo Ltle l f~w 

lapoarmg )7,00 
a S~tiblein th@ aheaw of P" fIw~** 

m paticua a, of #qrahea ft"%v~w~ t~W 

VAr~tur go' 17two@ m15t139 I65in t Ikoiii W~+ 



4ae sacne 'i 

........ For . ... B " . ( 
 n ...i s .. te P.et. orth...t nne ois ...recomm ndsL that a LADD7 selet subprojectwith suh.prirnary tajetgroup charctristics'Must satisfy- the fg
criteria: 'lthO 'development, P.csig adigo~

: Orth nrou tnatyupcao n c o s n tthei l t or,
operation in .an"area wner substantial 
 embers the target
group are found'; and 3) the d[eontration of one or moreapproved 
 seutbods,/linkages
of assuring 
theactive involvement",
of members ci 'the target group in the~subproject's economic.:~~
activitios. Ac16itionaiJly, 4the Project CommY~ittee recommendsthat LADC~hs borrowers include a "best efforts.- lIusobliging' tha' sub-borrcwr to maintain the characteristics.which provide. significant target group impact~during theduration of the'LAAD investmnent in the activity. 

As a definition of typical-small 
' 

farmer crops,. th'rjc
Committee recommends that any crop','in any country, and in,
any region, the majority of which 
(51 pe''centor more),is

produced by small farmers, be considered eligible.vast majority or~ expected or In the

be satisfiod by likely situations, this will
a project proposing the dcvefoment or

processing, etc., of 
fruits and vegetables, with the,
exception of bananas, pineapples and citrus fruitsj3/
Y However, there are also instances of exceptions to the
fruit and vegetable definition, as in the case of coffee,grow.n preC~hio,-inantliy by small farmers in Haiti, and possibly 

ccut fl%.Qr, hich could be arown by small farmers in certainareas if ;,-arketing; opportuni ties 7%.ereincreased. There'appca-r:; t.. bcwdsra acceptcance nf this definition andagreemcnt. on its. -ease of verification.' An essential
as~sumption3 in.choosinci this criterion is that the cultivation of %w.hPL constitutes a typical small farmer crop 'is
commonly proclucedl 'on smaller- plots, in modest quantitiesby each iprodiucer, Cloes not necessarily involve mechanized
equipment ~for cu)'Civation or harvesting, is generally labor
iintonsive,- b~t does not involve highly sophisticatedagricultural techniiques 
or substantial capital investment.
 

Concernirg the stin-criterionlinkac~ oi bm.' fafLite/",1C~jH~t: qruw t the sub-projcct, the followinq il.;rtv

and comprelhensive, but 
no ehaustive, list of iieans whi chwould p rovide verifiable assurance of the integration ofsmall farmer/tarlot~group members into the agribusinessactivitv is reccji,.mendod forLAAD/Caribe use. LAAD's analysis~ 

3/ Except inindividual cases where it- can be shown that small'far)",eCs produce~ the majority of production of these items.However, in such instances, LAAD would be required to'seek
 
prior. AID approval.
 



o~fe t _-rcc red. tc affir ~r-.-reculone or a Co..~-, c-i '-thEc.- _naes .,as planne~dob',~
or-eOroec. Sn 


1.Contraict, buyingiby agribus'ine Iss (f crw,,ard sale orf 
crop by target group) 

2. Special priceincentivs to 
target groupfor.uality
(pricegvariations)
.. . 

~ 3.3 P,~rovision of assistance to small farmers td, deliver 
'' seconds to domestic market -for sale locally.
 

4. Provision of land to landless farmers by the agribusiness operation ona long-term rental basis., 
5. .Setting up of equipment pools'by the agribusiness
operation in which groups of farmers could purchase or rent


the equipment needed in production of the commodity.:
 

6. Provision of farm management services by the.

*agribusiness operation to members of the target group.
 

7. Provision of storag: 
e and transportation for small.farmer groups (pick uip service) by the agribusiness operation. 

8. Bulk purchasing of small. farmer inputs (achieying

economies of scale), with savings passed on to small farmers.
 

9. Making small frrsprdcr)and laborers 
shareholders in the agribusiness operation.
 

10. Assisting the small farmer producers with either 
 ' group credit or credtit-in-kind provided by the agribusiness. 

11. Assisting, the small: farmer producers to organizeinto producer as, ociation's. 

if LAl.D pro 1.1 ti~nanclaj. ssistance to a coully iv 
cocr!rised substantially of small farmers and producing- Email
farme-(r crops. 

The Projct,,- CorFVmitte~e additionally carefulgave consideration
*to tw\,o olthe- is ,xis of concern to the DAEC~relating to the'~

t--ichteninc; of .projcct selection criter.ia but Ootermilnd
thaL sett.n ,ecIf criteria to treait the-.,s con.;ide );.) : i on",wouldl he. highOly arbitrary, difficul t toen force-, and* oe..
constraints for LAAD/arib. These considera tions' wec&:
a) *th'4 6.tsposit ion to attempt to anticipate andI provont/

mini1MIZe subsccuent "adverse ~impact" theon smaw~ll farmer 
tarqet group from LAAD/Caribe's assi'sting a sub-project


which my show sonte 
aspects of "vertical inteairation"
 

http:criter.ia
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(e.g., a -pr~ect processing plant generating high new
 

he
emplo. .... ;!c~r,.a,todcvelo n cf Ing,.co:7rany-owne d
and b' .. requir:.e all lands)- £.ne Ft s uIprojccts tc -)urchLs e E%MIn.' amocuntI o ra agriutua
 
products/services (e.g., 51 percent) from the target grou.
 

Accordinc7]\, the Project Ccmmittee rccommcnds that the
 
8chciulcc $1.0 million comnl.itnrIt reviews of LAAD/Caribe
 
proq ros!* ,:ar fu lv 
--. • r.Jo s iran ] at-, P t stO Ou.t' ; ; 'p a t rprU.'}.t l.A! '.1 UL 4. 1.2.1 .L, . iL 'eeI ,'Ui L 111.1 '-1), 

0i
cOr cr.tionS is nccc..ary or if concerns for these matters
 
has been overemphasized.
 

The recommended screening system proposed is expected
 
to be adequate to the objectives set for it. Nevertheless,
 
its applicability, adequacy, and use by LAAD should be
 
closely examined &t eath of the $1.0 million Reviews and
 
modifications (tightening, or loosening), if necessary,
 
considered.
 

In addition to the application of the above initial 
eligib].ity criteria, LAAD/Caribe will complete the PP's 
recomm.ended 'Project Assessment Form" on all sub-projects
initially identified and subsequently approved by LAAD/ 
Caribe for financing.
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LAAD and AID are in agreement with respect to the criteria.
 
To assist in evaluating the degree to which proposed sub
projects conform to these criteria, initial screening as well
 
as overall criteria, a Project Assessment Form has been
 
developed for this project. 
 (See Annex IX, Exhibits 1 and 2).

The Assessment Form will serve as a checklist for LAAD in
 
analyzing its sub-projects and for the AID Project Manager

in reviewing sub-projects financed by LAAD/Caribe. This
 
combined approach serves as a control or screening of proposed

project vis-a-vis AIr/LAAD goals, before any commitment of
 
resources is made by LAAD/Caribe to promote the project.

The Project Assessment Form should be completed twice: 
1) prior

to LAAD/Caribe initiation/recommendation of intensive pre
feasibility analysis with at least the description section of

the form completed, and 2) prior to commitment of funds for
 
the activity, after the normal, intensive project analysis

is complete. At the second time, refinement of estimates and

judgment determinations should be made. 
 Ideally these should
 
support and reinforce the earlier decision.
 

This approach to project selection will serve as a manage
ment tool to be used in a controlled manner, and will provide

management with available data and analysis necessary for
 
prefunding decision-making regarding additional sub-project

development and eventual financing.
 

Obviously, a proposed project demonstrating early positive

effects against all criteria would fully qualify as "eligible",

and thus the narrative evaluation called for by the form need
 
not be lengthy. On the other extreme, a project with little

immediate direct benefit would nevertheless, in the concept

of agribusiness systems development, qualify for funding based
 
on a determination that the near to medium term future
 
effects 
or benefits to the target group will be significant.

In this case, the evaluation would describe the hypothesis

of the project, identify and assess the assumptions critical
 
to its success, and specify any other factors which combine
 
to make the decision to proceed with project development.
 

While LAAD/Caribe will be required to complete the Project

Assessment Form for all sub-projects, the Target Group Initial
 
Screening Criteria wiTl 
be applied only to those sub-projects

utilizing AID funds. Although AID and LAAD expect all sub
projects to have the projected target group impact, LAAD/

Caribe must have certain flexibility in operations to, for

example, invest in experimental projects which do not immediately

demonstrate the proposed minimum target group impacts but
 
promise significant agribusiness systems development effects.
 

An illustrative list of possible sub-projects for

LAAD/Caribe promotion and financing, attached as Annex VII,

Exhibit 3, also contains a brief commentary of the proposed

projects' major characteristics. All of the proposed

projects appear to satisfy the above eligibility criteria.
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6. Pelationship with Other Institutions
 

As is the case of Central America, it would be LAAD's
 
policy to work with existing financial and development
 
institutions in the area. This cooperation will be
 
primarily in the area of developmental assistance. Although

co-financing of medium-sized projects will be possible, in
 
most instances LAAD Caribe's projects will probably be too
 
small initially for more than one source of project
 
financing.
 

The most important single development institution in
 
the English speaking Caribbean is the Caribbean Development

Bank (WDB)with headquarters in Barbados. LAAD management

at the request of AID has already contacted the CDB and
 
explored areas of common interest. These include export

marketing assistance to CDB clients and the co-financing

of medium and large projects where LAAD's greater flexi
bility could complete financial packages, in a manner similar
 
to that which has characterized LAAD-CA's operational

relationship with CABEI in Central America. 
LAAD manage
ment also anticipates that some of the CDB's agribusiness

projects will get into trouble and that LAAD would have
 
the opportunity to play an active role in turning them
 
around.
 

Another regional institution in the English speaking

countries is the Commonwealth Development Finance Corporation

(CDFC) with its regional office in Kingston, Jamaica. The
 
CDFC has been active in project financing, but recent
 
management decisions in England have placed an effective
 
floor of $500,000 on the CDFC's participation in any one
 
project. Since most agribusiness projects in the Caribbean
 
do not require this size financing, the CDFC is looking to 
LAAD Caribe to fill in this gap and has already referred 
one project proposed to LAAD (Caledonian Farms on Grand 
Caymcin). LAAD management meets periodically with the CDFC,
which is planning to move its Caribbean office to Miami 
within one year. 

LAAD Caribe would work with other local development

irstitutions mainly through developmental assistance. LAAD
 
manaqemnent has already contacted the Jamaican Industrial
 
Development Corporation (JIDC), which has responsibility
for agrilusiness project development within the Jamaican
 
G;ov,rnn t.t 

The Dominican Republic has several institutions and 
progrars which finance agribusiness projects, including
the Fim:iniera Lominicana and the FIDE program administered 
by t e Central Bank. The eligibility requirements for their 
loans are fairly strict, and there is often a nead fnr risk 



Page 24.
 

capital or for unsecured loans with convertibility rights

LAAD's role within the framework of tha Dominican Republic's

development programs would be to emphasize risk taking and
 
developmental services with less emphasis on straight debt
 
financing.
 

The other countries in the Caribbean have no effective
 
development finance institutions with which to work.
 

Colombia has a large number of private and public

development finance institutions including COFIAGRO, the
 
Corporacion de Abastos, the Caja Agraria, IFI, and a
 
network of regional private financieras. Although the list
 
of institutions is long, there is inadequate term financing

available for agribusiness projects, and the shortage is 
even
 
greater for risk capital. LAAD management has already

contacted all of the above mentioned government agencies

and has found areas of common interest, particularly in
 
the areas of co-financing, promotion, technical assistance,
 
and export marketing.
 

PART TII - PROJECT ANALYSES 

A. Technical Analysis 

1. Suitability of Technology 

The precckiinj section presented a complete description
of the nature and type of activities proposed to be under
taken with this project, and also cited the substantial 
experience of the Borrower in similar activities in Central
 
America under the AID/LAAD-CA program. 

The clear implication of available evidence and analysis
 
u; that the proposed project and its technological impli
cations are indleed appropriate for the specific time-place

for which the project is proposed. The LAAD concept of
 
lcjribusiness development has been successfully initiated
 
in Central America; the next logical step in LAAD's growth

is expansion into new areas to contribute to the diversiti
cition of country focus and regional scope necessary to 
:.nablu LAAD L,) ittract new shareholders over time, and to 
attempt to join LAAD's agribusiness development/marketing
approaich vitih opportunities existing in certain areas. The 
e:xuect: rJesuit in the Caribbean area should be no less than
it has been in Central America to date: outputs such as in
creased exports in non-traditional products and resultant 
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foreign exchange earnings; increased food production; in
creased employment and income opportunities for the target
 
group; and improved agribusiness and marketing systems. To
 
the extent LAAD-sponsored or assisted companies are success
[ul, imitation of those type of operations will be encouraged,
 
as will the replication of LAAD-type agribusiness develop
ment financieras in other parts of the world.
 

LAAD's emphasis on actively attacking marketing constraints
 
in food production/processing activities provides attention
 
to the next level of concern after attention is given to
 
increasing food production activities at the field level.
 
Thus, the LAAD concept is a logical additional step for
 
AID support in our overall assistance to food production
 
activities.
 

2. Technical Design and Cost
 

The development of the proposed subsidiary - LAAD/CARIBE 

essentially will follow the model and experience of LAAD/CA.
 
Since no significant problems or inadequacies have been
 
identified in LAAD/CA's organization and administration,
 
it i.,;reasonable to assume that that design is appropriate
 
for the proposed application. This judgement is also con
firmed by a recently completed assessment of LAAD's manage
ment plans for the Caribbean expansion performed by Checchi
 
,and Company under AID/W funding.
 

Tn regard to cost, several extensive analyses of LAAD's
 
overall and subsidiary operations (actual and proposed)
 
have been performed which conclude that the stated goals
 
and purposes of the project can reasonably be expected to
 
be achieved with the proposed financial inputs, in the pro
posed period.
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B. Economic Analysis
 

1. Importance of the Agricultural Sector
 

a. General Characteristics
 

The countries covered by the proposed loan vary

greatly in size, language, and relative degree of industrial
 
development. Jamaica with a total area of 11,424 sq.

kilometers is the smallest, and Colombia with 1.1 million
 
sq. kin., is the biggest in the region. They all have low
 
per capita income, high levels of rural unemployment and
 
underemployment, and rely heavily on the agricultural
 
sector for generation of substantial proportions of their
 
national incomes. Haiti, the poorest country in the
 
region, has a per capita income of $146 (ii 1973), and
 
Jamaica with.a per capita income of $810 is the richest.
 
However, high infant mortality (about 200 per thousand live
 
births), low nutrition standards, and high illiteracy (as

high as 90 percent of the adult population in Haiti) are
 
better indicators of the low standard of living prevailing

in the region. Due mostly to these factors, but partly

also to lack of industrial development, underemployment and
 
unemployment in the region varies between 18 
to 34 percent
 
of the national labor forces.
 

The agricultural sectors occupy positions of great

importance in providing employment and generating income
 
in these economies. Roughly 28 percent of the labor force,
 
or 228,000 persons, are engaged in agricultural activities
 
in Jamaica; in the Dominican Republic 50 percent of the
 
active labor force earns its livelihood from agricultural

activities; while in ihaiti it is estimated that as much
 
as 60-70 percent of total employment is generated by the
 
agricultural sector. The sector also plays an important
 
role in foreign exchange earnings of the region. Around
 
20 percent of Jamaican exports and 70 percent of the
 
Dominican Republic's exports are of agricultural origin.

The same is true in other countries of the region where
 
the loan proceeds will be used.
 

Notwithstanding its importance to employment, the
 
agricultural sector (including forestry and fishing)
 
accounts directly for only small shares of the gross

domestic products in these countries. In Jamaica 10
 
percent of the GDP is attributed to the agricultural
 
sector; it amounts to about 20 percent in the Dominican
 
Republic and about 25 percent in Haiti. This share has
 
been declining in recent years, partly as a result of low
 
rate of investment, poor economic policies, inadequate
 
incentives to production, artificially depressed prices

for agricultural commodities, and to a certain extent bad
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production techniques, lack of technical know-how, and

inadequate or 
improper use of fertilizer, and insecticides.
 

The small size of the domestic markets and lack of

external marketing arrangements in foreign markets are

regarded by 
some experts to be among the biggest con
straints in the growth of these agricultural sectors.
 
In the absence of markets for their output the farmers do
not endeavor to produce those crops, e.g., 
vegetables,

which have great potentials to raise their incomes.

Commenting on 
stagnation of agricultural sectors in Jamaica

the IBRD states: 
 "the double imperative of accelerating

the growth of both exports and employment argues strongly

for the promotion of labor-intensive export activities,

particularly in agriculture."l/
 

This conclusion can be easily applied to other countries
in the region. The need for the establishment and qrowth of

agribusiness industries becomes more acute, especially when

the GDP growth in the region (3.0 percent per year in

Dominican Republic, 3.2 percent in Colombia) and the

stagnation of employment opportunities at very low levels
 
are taken into account.
 

Another cormjn characteristic of the agricultural sectors
in these countries is 
their domination by specialized,

high export crops such as coffee, sugar, bananas, and

tobacco. These crops have traditionally occupied at least
SO percent, and in 
some cases 
90 percent, of the countries'

total agricultural production. 
With such a high dependence
on 
"cash" crops the countries in the region have been unable
 
to produce required amounts of food crops and thus have

been forced to import foodgrains in increasing quantities

to feed burqeoning populations. This situation need not

prevail, 
since with the possible exception of Haiti the

natural environment for agriculture is generally good and

there is a substantial potential for increased output.

Given the small size of their domestic markets and their
 
heavy independence on food imports, Caribbean countries
 
must clearly expand and diversify their agricultural

production exports, both to meet domestic demand and to
enter foreign export markets, if 
they are to achieve

sustained orowth rates in both real income and employment

without encountering severe 
foreign exchange constraints.
 

l/ IBRD, "Economic Report on Jamaica," Vol. I, Feb. 21, 
1971;
 
[). iv.
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b. Individual Country Situations
 

The following 
is a more detailed country-b-ccuntrv

economic analysis of the agricultural sectcr, and the

opportunities for LAAD's developmental operations:
 

i.) Dominican Republic
 

Agriculture is the most important sector of the
Dominican economy, employing about half of the total
 
labor force. Despite the fact that drought and other
weather conditions depressed the growth rate of agricul
ture during 1973, it still generated around 20 percent of
the total GDP that year. Agroindustry, along with mining,

offers the best chance to develop the economy. This country
still has available large amounts of underutilized land,

and the Gcvernment is sponsoring major irrigation projects

which will allow substantially higher yields (e.g., the
Yaque River development). The country already has a power

and road network, and a number of new agroindustries are

under development with an excellent growth potential (beef,
tomato paste, canned mushrooms, fresh vegetables, cut
flowers, plant cuttings, seafood). In most instances,

these are industries with which LAAD already has experience

and marketing contacts.
 

The geographic location of the Dominican Republic is

favorable for exports. 
 It is adjacent to Puerto Rico, a

major market for a full line of agricultural products.

It is well situated to service the entire East Coast of
 
the United States. It has connecting service to Europe
through Puerto Rico. 
 The country is well located to
 
supply the entire Caribbean, although shipping service
 
within the Caribbean is spotty.
 

ii.) Haiti
 

Haiti's natural resource endowment, particularly

in respect of agricultural production, was one such that,

given judicious management, it 
was able to become the
 
richest colony in the world at the end of the 18th
 
century. The indiscriminate felling of trees on 
steep
slopes, over-cropping, and the absence of approximate

cultivation techniques have combined to erode and exhaust
 a vast area of once productive land. Nevertheless, aqricul
turo 
still dominates the Haitian economy, employing directly

or indirectly about 
70% of the work force, the highest
percentage in the Western Hemisphere. Because of geography,
population density, illiteracy, and an inadequate infra
structure, agricultuce as a whole may not be able to
become a dynamic 
force in the growth of the Haitian economy

in the near teri'. Nevertheless, specific projects existwhich h ive hiah crowth potential. This potential could 
expand, if investments in infrastructure were accelerated
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(e.g., 
the North Road to Cap Haitian and the South Road
to Les Cayes, the extension of the Artibonite Valley
irrigation system, more 
farm penetration roads, and
improved port facilities. 
 Haiti's geographic location is
almost as favorable as 
the Dominican Republic's. Although
container service 
to foreign ports is available, inland
transportation is 
limited by the poor condition of the
 
nation's roads.
 

The types of projects which could be successfully

developed include the canning and processing of labor
intensive crops, tropical fruits, flowers, seed, seafood,
and poultry. Although most of the growth would come from
the capturing of export markets, there still exist several
opportunities for profitable import substitution operations.
 

iii.) Jamaica
 

Agriculture is a relatively less important sector
in Jamaica than in other Caribbean countries. Most commercial agriculture consists of traditional crops such as
sugar, bananas, and citrus, which jointly take up three
quarters of the land under crops. 
 Agriculture, particularly for export, has stagnated for about a decade, and the
country now imports more of its food needs than before.
Despite this weak performance, the sector continues to be
the most important employer of labor, absorbing one third
of the labor force. Agriculture yields are relatively low,
and rural infrastructure needs more 
investment.
 

Government policy in agriculture has been aggressive,
and official marketing boards control production, research,
exports and sometimes processing of the major commodities.
These boards have not operated effectively, but there is
little likelihood of their being replaced.
 

Given current government policies, the overall agricultural sector, in the near term, is unlikely to become a
dynamic force. However, there do exist 
a number of items
which could become dynamic businesses, including spccialty
foods, 
fruits and spices, cut flowers, ornamental plants,
honey, vegetable dyes, and 
some by-products, such as
bagasse board. 
 Two companies are 
currently experimenting

with shrimp farming.
 

iv.) Panama
 

Despite the important role played by 
commerce in
Panama, agriculture remains the single most important 
source
of employment in the country. 
The sector constitutes the
sole source of livelihood for approximately 50 percent of
the country's population, employment about 40 percent of
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tn'-:onc-r.e:ai> ' active labcr forze. Yet it ircduces cnly
 
2. Lercen: of G:7. 'he sector 'as lagged badly in the .ast 
ten v'ears %v-s a vis the economy's overall crowth.rate 3 
percent versus 8 percent annually). This lag has caused 
local shortages, and the consequent importation of primary 
foodstuffs. From 1967 to 1972, food imports increased 87 
percent to a total of $42.6 million. The major components 
of this import bill were fruits and vegetables (22 percent), 
cereals (22 percent), dairy products (18 percent), meats 
(12 percent), and edible oils (9 percent).
 

In size and climate, Panama is similar to the five
 
other Central American countries. However, it offers a
 
definite geographic advantage in ocean shipping because of
 
the Panama Canal, with good connections to Japan, most of
 
the Western Hemisphere, and Europe. Panama's agricultural
 
potential is considerable, particularly in the areas of
 
beef, seafood, forestry, ornamental plants, citrus, tropical
 
fruits, and some vegetables. The country's infrastructure
 
is generally good, although large tracts of land are
 
relatively inaccessible, particularly in the neighborhood
 
of the Colombian border.
 

v.) Colombia
 

The agriculture sector hi.s been growing at a
 
somewhat lower rate than the whole economy in Colombia
 
In 1973,agricultural production increased by 4.7 percent
 
compared with 5.5 in 1972, an increase which was not
 
sufficient to satisfy the booming domestic demand for agri
cultural products. While the production of export crops
 
such as coffee, cotton, sugar, tobacco, and bananas has
 
continued to grow at impressive rates, the output of
 
commodities destined primarily for domestic consumption
 
has not kept pace with the growing demand.
 

Agribusiness is a major industry in Colombia and has
 
a favorable growth potential, given the increasing need
 
to import basic food products. Although such crops as
 
coffee and sugar are the major sources cf foreign exchange,
 
Colombia is successfully developing a long list of non
traditLonal exports, including processed vegetables and
 
fruit, beef, seafood, cut flowers, leather products, and
 
furniture parts, industries in which LAAD has prior
 
operational experience.
 

The country is particularly well suited in terms of
 
climate and er.trepreneurial ability to produce a wide range
 
of agricultural products and has good power and surface
 
tr.insportationinetworks, although port facilities and
 
ocean shippncq need to be modernized.
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resources. Furthermore, recent statistics reveal strong

vitality in the financial sector of each of these countries
 
and a growing sophistication across the board. Naturally,
 
the spectrum of financial situations varies greatly. The
 
transactions on the Colombian stock exchanges in Bogota and
 
Medellin have increased from 1,524,000 shares traded in
 
1971, to 3,237,000 in 1973. (This phenomenon reflects
 
the enactment in April 1973 of a corporate tax reform law 
which raised tax exemptions on demand income, reduced
 
excess profit rates, and equalized tax burdens among
 
corporations and other forms of public enterprises.)
 
Even the Kingston exchange, which in recent years has been
 
largely dormant and oriented to government bond issues, has
 
of late been showing new signs of life with increased
 
dynamism in both the numbers and values of share transactions.
 
(Note: LAAD's sale of its equity participations will not
 
depend on the existence of formal securities exchanges,
 
since these transactions would be almost entirely of a
 
private placement nature. The above examples, however,
 
indicate an increasingly favorable climatc for non-tradi
tional financial activity.)
 

Other indicators for the region demonstrate recent
 
growth in such significant areas as the amount of quasi
money holdings, the monetization of the rural, as well as 
urban, economy, and in the number and type of financial 
institutions providing financial intermediation services. 
The Colombian financial community is served by a plethora 
of various Financial institutions. There are 24 commercial 
banks,, 18 of which are Colombian and six of which are 
subsidiaries of foreign banks. There are several special
ized banks including insurance companies, mutual funds,
 
savings funds, livestock funds, regional development funds,
 
as well as agricultural banks, mortgage companies, and 17
 
financieras or investment banks.
 

In Jamaica the growth of larger banks and trust com
panies (near banks) over the past five years has been 
dramatic and has :educed the traditionally dominant role 
of the comaercial banking system in the financial inter
modiation ,rcccss . 

There h-as been a remarkable growth in Panama's financial 
syst.m in recent years. The number of private banks
 
operating in the country increased from 18 at the end of 
19(9 to 33 by 1971 and now numbers 51. Over the period
of 1965-72, quasi-money (time and restricted deposits) 
was the most dynamic item, with its ratio to GDP rising
by Tore than 10 percentage points over the five year period.
 
The growth of savings deposits accelerated from an dnnual
 
rate of 16 percent in 1969 to over 30 percent during the
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1970-72 period. This faster rate of savinas followed
 
the passage cf the 1970 Banking Law, which allowed the 
countr*"'s mortgage banks -- now numbering four -- to pay 

an interest rate of 5 percent on savings deposits, a rate 
one point higher than that allowed commercial banks.)
 
Throughout this time, gross private capital formation has
 
continued to grow, increasing by 21 percent in 1971 and 17
 
percent in 1972. This dynamism is in large part due to the
 
pressure of an aggressive, sophisticated financial sector
 
which has increased the amount of locally available credit.
 

The Dominican Republic has seen the rapid growth of
 
savings alternatives to normal commercial bank deposits,
 
specifically through the development of savings and loan
 
companites and other financial institutions, such as
 
industrial development corporations and cooperative develop
ment and credit institutions. The domestic assets of the
 
investment companies, for instance,have grown from $2.1
 
million in 1969 to $39.9 million in 1974. Assets of financial
 
companies have grown from $2.1 million in 1963 to $38.2 million
 
in 1973. On a consolidated basis the assets of non-bank
 
financial institutions have grown from a little under $200
 
million in 1969 to $390 million in 1973.
 

Even in Haiti expansion of banking facilities has
 
been dramatic. in the past two years three foreign banks
 
have openrd branches (First National of Chicago, First 
Bank of Boston, and First Bank of Paris), thereby doubling
 
the number of such institutions in the country. In
 
October, 1973, the Banque de 1' Union Haitienne, the first
 
domestic Haitian bank, opened its doors and has by this
 
date grown so rapidly that it has three urban branches
 
and is planning to establish rural branches in many parts
 
of the country. Quasi-money holdings in Haiti rose 35%
 
in 1971 and 1972, outpacing the 24% annual rate of increase
 
in currency and demand deposits. In 1973, HAitian quasi
money holdings rose 40%, vis a vis the 20% increase in
 
currency and demand deposits.
 

The evidence thus suggests that savers and investors
 
are moving out of the traditional demand deposit and
 
savings account means of handling surplus funds and are
 
taking advantage of several varieties of investment oppor
tunities. Although one cannot deduct from this trend a
 
preference for the type of projects in which LAAD will be
 
engaged, the general climate seems favorable for invest
ments of all kinds, including those which will bring
 
profitable returns in the agricultural sector. In each
 
country, however, the availability of equity financing
 
continues to be scarce, and LAAD's participation would
 
address this identifiable need.
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Furthermore, taken as 
a whole, the area is more
developed financially than is Central America. 
Jamaica

and Colombia offer more 
sophisticated markets than do
 any of the Central American countries, as does Panama,
and it is 
probable that the Dominican financial market
is also more advanced than any of 
those in Central Amerir-. Although the geographic scope of the proposed loan includes the rela
ti.vely more primitive markets of Haiti, Belize, and the
smaller islands, with the exception of Haiti, the bulk of
LAAD's activities will probably take place outside of this
 
area.
 

Interest rates vary from country to country in accordance with local monetary policies. In most instances,

lending is based on 
fixed rates. In the Dominican Republic,
Panama, and Jamaica, a 9% rate 
is common for project

lending, particularly when government funds 
are available.
In most of the other Caribbean countries, rates are 
some
what higher and average in the 10-11% range. 
 The case of
Colombia is completely different, because of a decree of
the Junto Monetaria limiting the maximum interest rate
chargeable by foreign lenders to 
1 % over the international
 cost of money (such as U.S.prime rate or 
the six month
London Inter-bank Offering Rate for Eurodollars). 
 This
regulation makes fixed interest loans impossible, because
 
a fixed interest could exceed the allowable limit when
international interest rates are 
low. For this reason,
it is recoimmended that LAAD be given tlexibility in 
fixing
interest rates, which, however, would not be higher than
normal rates 
charged by established financial institutions
 
operating 
in those countries.
 

4. Economic Impact of LAAD Activities
 

a. mact on Investments
 

The proposed loan of $6.0 million and equity investment

of $2.0 million will provide LAAD Caribe with $8.0 
million
of capital resources. 
 Based on LAAD-CA's experienco (it
is expected that 
local investors will contribute east
125 percent of LAAD Caribe's committments in the
ventures) the total 
new investments during 
the ii
phase will amount to 
$19.2 million as follows:
 

AID Loan 
 $ 6.0 million
 

LAAD Equity 
 $ 2.0 million
 

Private Investors 
 $11.2 millio'
 

?YAL 
 S19.2 r.i-lion
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LAAD's management expects to revolve its funds about
 
three times during the lift of the project. Thus, the
 
total impact on investments in the region should amount
 
to approximately $57.6 million ($19.2 x 3) during the life
 
of the loan.
 

b. Impact on GDP
 

The marginal capital/output ratio for LAAD investments
 
is assumed to be 1.5:1 or .671/. On this basis, the value
 
added through this project should aggregate $12.9 million
 
annually (19.2 x .67) during the first phase of utilization
 
but it should expand to a cumulative figure of $37.7 million
 
annually by the end of the project.
 

These figures refer only to value-added subsequent to
 
LAAD's involvement. Additional indirect impact particularly
 
on agricultural production is anticipated, but the magnitude
 
of these impacts on value added and GDP increases cannot
 
be precisely projected.
 

C • Impact on Exports
 

LAAD's experience in Central America helped the parti
cipating enterprises to increase their exports by about
 
$27 million annually since the beginning of LAAD's operations
 
in 1971. For every $1 million invested, exports of the
 
Central American countries are expected to increase by
 
$1.4 million. It is expected that LAAD Caribe will be
 
able to make comparable contributions to the Caribbean
 
region. A $6.0 million AID loan plus $2.0 million equity
 
should enable the region to generate $30 million in addi
tional exports by 1980 and result in the generation of
 
up to $100 million annually by the end of the project.
 

d. Employment generation
 

The activities financed or otherwise supported by this
 

figure will generally be labor intensive. As far as
 
use
economically feasible, attempts will be made to less
 

Based on LAAD's Central American
capital and more direct labor. 

experiences, it is estimated that for every $3,300 invest

ment, one full time job will be created. Thus, during the
 

first round of loan utilization about 6,000 new workers are
 

1/ Based on LAAD's experience in Central America during the
 

first draw down of the AID loan. The total investment was
 
$19.2 million, and the projects yielded an annual income of
 
$12.9 million. Output divided by input generates a ratio
 
of .67. it is assumed that Caribbean experiences will not
 
be significantly different, since the priority industries
 
identified in the Caribbean are similar to those in LAAD/CA's
 
portfolio.
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expected to be employed, and during the life of the project
some 18,000 additional jobs should be created by the LAADassisted industries. 
 Se,;eral thousand additional jobs
will be created in activities directly and indirectly

related to the sub-projects.
 

e. 	 Impact on the Target Group
 

The priority beneficiary of the proposed project is
the rural poor in the 
areas where LAAD operates. This
 
group is expedted to be composed of rural landholding

small farmers and landless workers. 
 Rural poor who operate

or 
have the capacity to operate small agribusineEses

which supply products or services may also be beneficiaries.
 
In addition to the employment benefits outlined above,

the 	proposed project should produce significant ir'provements
in small farmer income. 
 By promoting the establishment

of food processing plants and distribution facilities and
by 
 opening up export markets, LAAD is developing a

profitable market for foodstuffs, all of which are or will
be produced by the target groups. 
 To insure the ready
availability of 
an export market, LAAD has 
set 	up several
marketing services. 
 These companies will act as 
inter
mediaries, buying in the Caribbean and Latin American
North Coast region and selling simultaneously in the U.S.,

Canada, and shortly in Europe.
 

The 	increase in demand for products such as 
fruits

and vegetables is expected to generate substantial increases 
in both employment opportunities and agricultural

productivity. This 
was the experience under the first
LAAD loan in Central America. Fruits and vegetables,
in particular, are typically grown on 
small farms by means

of highly labor-intensive methods.
 

The LAAD program will have a substantial impact on
agricultural productivity by permitting farmers to shift
their land from lower-yielding subsistence agriculture to
the growing of cash crops commanding high prices in
foreign markets. 'he 
potential for increasing agricultural
productivity in the Caribbean region is 
significant although

difficult to quartify.
 

5. 
Relation to AID Priorities and Mission Programs
 

a. 	AID Priorities
 

The LAAD project is fully responsive to the following
 
recent congressional mandates and priorities: 2/
 

2/ 	Described in the "Congressional Mandate Analysis,"

AIDTO CIRC A-739 of November 4, 1974.
 



i.) Concentration on a few key sectors directly
 

responsive to the most pervasive problems confronting the
 
poor majority;
 

i i.) h t iuc from capital intensi\e to more labor 
ut lnt;j\' ' 01i 'i' , procirams, and p'rojeCtL;;y 


iiL) Greater participation of the poor in the
 

development process;
 

iv.) Small producer oriented development;
 

v.) Programs actively attempting to distribute
 

income more equitably;
 

vi.) Greater reliance on private institutions; 

vii.) U.S. access to developing country resources; and 

viii) Increased U.S. trade and investment in develop

ing countries.
 

b. Mission Programs
 

The proposed loan corresponds to the priority assistance
 

areas outlined in the Dominican Republic, Haiti, Jamaica,
 

Panama, and Colombia DAPs. Each of these emphasize the
 

necessity of strengthening the agriculture sector and
 

stress the importance of agroindustries in forwarding this
 

process. The increase and diversification of foreign
 

exchange earnings, particularly through the stimulation of
 
a common goal.
non-traditional food crop production, is 


LAAD's activities will contribute directly to these
 
a catalyst in the mobilization
objectives via its role as 


of capital, the transfer of technology, the generation of
 

employment, and the increase in agricultural productivity.
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C . FINANCIAL ANALYSIS
 

1. Background and General Observations
 

With the exception of attracting new equity capital,

LAAD's performance under the first AID loan 
was exemplary.

While neither the loan 
nor the equity portfolio reached
 
projected levels, due primarily to a shortfall in projected

paid-in capital, retained earnings were on target. Further
more, the proceeds of the first loan were drawn down on a
 
timely basis; LAAD's profitability improved steadily, both

in absolute and relative terms; and LAAD achieved the goal

of investing approximately two thirds of the first loan in
 
direct equity participations or sub-loans with equity

features. 
A detailed account of these factors is contained

in Section IV - Financial Analysis, of the CAP for recently

authorized second AID loan to LAAD for Central America 
(AID
DLC/P-2078/l).
 

LAAD's projections and supporting assumptions appear
 
as reasonable as any others that could be made in view of
 
the fact that they are based on LAAD's experience in another
 
geographic area. 
 By 1980, LAAD on a consolidated basis will
 
have increased its assets three times and be returning

8.1'.' of net income to net worth. 
Expansion will accelerate
 
after 1980 with total assets rising to $58 million in 1985

whereas LAAD's return on net worth will rise slowly to
 
11.5% by that year.
 

Achievement of these goals,as is 
the case of the LAAD-CA
 
loan, it will be necessary to:
 

a. 
Attract the necessary equity capital financing;

b. Select viable investments with sufficient growth


potential;
 
c. Assist those investments to achieve their
potential within the cost restraints (LAAD's) projected;
 

and
 
d . Sell developed and viable investments at approx

imately the yields anticipated.
 

LAAD's long range viability depends upon the same four
 
factors plus the ability to replace AID loan funds, 
at a
 
reasonable rate of interest, 
as AID debt is repaid. If
 
LAAD is equal to the task and if the opportunities are

available, a AIDnew loan of $6.0m will assist LAAD to succeed.
 

2 . Projections 

Comipiteo fii.ancial projections (profit and loss statement,
cash flow and balance sheet) for the period 1975-85 are 
pres(.nted in Annex VI - Financial Data. These projections

segregate LAAD Caribe from other LAAD operations (LAAD itself
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and LAAD-CA) to allow separate evaluation of each as well as
 
of the consolidated fugures. Since the LAAD-CA projections
 
were evaluated in the CAP for the second AID loan to LAAD
 
(AID-DLC/P-2078/1), this analysis will focus on LAAD Caribe
 
and the consolidated results.
 

a. LAAD Caribe
 

LAAD Caribe should be able to reach a total size
 
of over $9.0 million by 1980, when the AID loan will have
 
been completely disbursed. During that year it is expected
 
that LAAD Caribe will begin to borrow from private sources.
 
This borrowing will be feasible only on the basis of LAAD's
 
consolidated financial position, however, since LAAD Caribe
 
would not yet have a sufficient maturity to permit borrowing
 
for its own account.
 

By 1980, LAAD Caribe is also expected to have built up
 
an equity portfolio of $1.3 million, which will provide the
 
base for the company's earnings by 1985. Annual cash flow
 
by 1980 will be in the $3-4 million area, which is consistent
 
with LAAD-CA's experience under the first AID loan. About
 
$400,000 of this cash flow will be invested in equity, and
 
this level will be expanded gradually, since the company's own
 
equity base would provide the necessary sources for this
 
expansion.
 

LAAD Caribe should be able to make a small profit in
 
1980, as the first income from sales of equity holdings is
 
received. The projected earnings record of LAAD Caribe is
 
less favorable than that experienced by LAAD-CA during the
 
corresponding period of its development, since the company
 
will be incurring higher operating costs as a result of the
 
recent inflation and the intrinsically higher cost of doing

business (largely caused by transportation and communications)

in the geographic area to be covered by the project.
 

By 1985, LAAD Caribe will have made ten repayments of
 
the AID loan and reduced the outstanding balance of the
 
loan to $4 million. Despite this, it is expected that the
 
total Caribbean program will have expanded to $21 million,
 
based on additional equity investments by LAAD and borrowings
 
from private sources. Most of this expansion will come as
 
a result of borrowing by the parent company, since the
 
financial results of LAID Caribe alone would not support the
 
projected inflow of equity and private borrowing.
 

The annual cash flow expands from the $3-4 million
 
level in 1979-80 to nearly $12 million by 1985. IAAD managreent

is of the opinion that it could handle that volume of
 
project financing with the staff and operating expenses
 
provided for in the projections.
 



Page 40.
 

1:7 1 '., i.AIL Cariihe' s ty portfoo is expected 

to rov:: ircr, asr to $3.3 rillion and constitute a major
scour':. of the compa--ny's anticipated earnings. 

Also by 1985, the company's financial position would
 
be reasonably stronq with a debt/equity ratio of 4:1.

This would allow continued expansion of LAAD Caribe's
 
operation beyond 1985 without the need for a further
 
infusion of equity. 
 LAAD Caribe's earnings should also
 
have increased to $265,000, which would represent a 6.3%
 
return on net worth. 
However, this return would be insufficient to
 
attract private Caribbean investors and continued expansion of
LAAD Caribe will have to come from LAAD's own internal resources.
 
(See Tables . and 2).
 

b . LAAD (Consolidated) 

A stated objective of this loan, aside from AID's
 
desire to see a new agribusiness development program in the

Caribbean benefiting the target group, is to enable LAAD
 
to attract additional private equity and debt funding which

will allow it to continue growing, based on its own financnal
 
capabilities.
 

The proposed geographic expansion into the Caribbean
 
will make LAAD a more attractive package to private financial

institutional investors concerned with Latin America. 
This
 
increased equity base and the long term AID funding would

allow LAAD to attract significant private borrowings which
 
will complement AID funds.
 

By 1980, LAAD is projected to have total assets of

$31 million, or three times the present asset size. 
 Earnings

by that time are expected to rise to $845,000, which represents

a 8.1% return on net worth. 
This return is considered low.

However, the return on 
invested equity (exclusive of retained
 
earnings) comes to 
11.5%, which in the opinion of LAAD's
 
management would be sufficiently high to attract new share
holders, provided LAAD's stock is 
sold at par rather than
 
book value.
 

LAAD's consolidated debt/equity ratio will reach 2:1

by 1980, which will provide ample borrowing capacity in

future years, assuming that a 5;1 ratio represents a reasonable

borrowing lilmit 
for a company assuming risks such as LAAD's.
 

After 1980, LAAD is projected to increase gradually

its borrowings from private sources without any need for
 
additional equity.
 



Page 41.
 

By 19E5, total assets rise to nearly $60 million, or
 
SIX times LA.D's present asset level. Most of this increase
 
will be financed by expanded private borrowings, ($31 million
 
outstanding as of 1985). Even so, the total debt/equity ratio
 
only rises to 2.4:1, mainly because the increased indebtedness
 
is partially offset by retained earnings ($8 million
 
by 1985). Again, assuming a borrowing capacity five times
 
its net worth, LAAD could have expanded its total assets
 
to a theoretical limit of $102,000,000 by 1985, but this
 
would require a significant increase in staff and probably
 
the creation of another subsidiary elsewhere in Latin America.
 
This alternative was not built into the projections, as it
 
is considered outside the scope of this evaluation.
 

Consolidated earnings by 1985 rise to an estimated
 
$1.9 million, which represents a reasonable 11.5% return on
 
net worth. These earnings would be sufficient to allow
 
LAAD to continue an active program of equity investments
 
and to provide the borrowing base for self sustained growth.
 

The above results demonstrate the effects of a $6.0
 
million loan for LAAD's Caribbean program. These constitute
 
a major benefit of the proposed loan. (See Tables 1 and 2.)
 

LAAD's ability to expand with private resources will
 
significantly increase the long term impact of AID concess
ional lending. During the 1975-85 period, LAAD is expected
 
to generate about $150,000,000 in total cash flow on a
 
cumulative basis. Whereas AID currently provides 75% of
 
LAAD's cash flow, this percentage would fall to only 11%
 
by 1985 on a cumulative basis. Rollover of project loans
 
would contribute 35%, and new private borrowing would provide
 
33.5k. A percentage breakdown of the cumulative sources
 
and use of funds for the period 1975-85 is summarized below:
 

Break down of LAAD's
 
Cumulative Cash Flow
 

(1972-1985)
 

Source Use %
 

Equ,.ty - U.S. 5.3 Time Deposits 0.7 
EqUity - LA .6 Equity 12.0 
Debts - AID 11.3 Agribusiness Loans 66.6 
Debts - Other 33.3 Loans Repaid - AID 4.7 
Operating Income 9.3 Loans Repaid - Other 14.0 
Loan Repayments 34.0 Dividends 2.0 
Sale of Equity 6.2 

100.0 100.0 
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1980 1985 

LAAD* CARIBE LAAD* CARIBE 

Ass£'rs 

Equity Portfolio $ 6,580 $ 1,300 $10,780 $ 3,300 

Loan Portfolio 23,545 7,945 45,680 17,275 

TOTAL PORTFOLIO $30,125 $ 9,245 $56,460 $20,575 

Other Assets 675 130 2,060 265 

TOTAL ASSETS $30,800 $ 9,375 $58,520 $20,840 

LIABILITIES AND EQUITY 
Long Term Debt 

AID $15,635 $ 6,000 $10,085 $ 4,050 
Other 4,625 1,000 30,975 12,600 

TOTAL LONG TERM 
DEBT $20,260 $ 7,000 $41,060 $16,550 

Other Liabilities 160 55 335 115 

TOTAL LIABILITIES $20,420 $ 7,055 $41,395 $16,665 

Common Stock $ 6,400 $ 2,400 $ 7,200 $ 3,200 

Preferred Stock $ 1,700 - $ 1,700 -

Retained Earnings 2,280 (80) 8,225 975 

TOTAL EQUITY $10,380 $ 2,320 $17,125 $ 4,175 

TOTAL LIABILITIES 
\ND EQUITY $30,800 $ 9,375 $58,520 $20,840 

* LAAD - Consolidated 
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- TABLE 2 

Su~mry Profit and Loss Statement 

In-000's of $ - Year Ending October 31,
 

1980 1985
 

LAAD* CARIBE LAAD* CARIBE
 

REVENUE
 

Interest Earned $ 2,190 $ 700 $ 4,340 $ 1,600
 

Dividends Earned 405 70 780 220
 
Capital Gains 500 50 1,885 485
 
Other Revenue 60 10 135 35
 

TOTAL REVENUE $ 3,155 $ 830 $ 7,140 $ 2,340
 

EXPENSE
 

Interest - AID $ 470 $ 180 $ 290 $ !.25
 
Interest - Other 275 35 2,240 900
 

TOTAL $ 745 $ 215 $ 2,530 $ 1,025
 

Operating Expense 1,300 450 2,075 820
 

TOTAL EXPENSE $ 2,045 $ 665 $ 4,605 $ 1,845
 

Operating Income $ 1,110 $ 165 $ 2,535 $ 495
 

Reserve for
 
losses 250 100 570 230
 

Amortization 15 -


NET INCOME $ 845 $ 60 $ 1,965 $ 265
 

* LAAD - Consolidated 



2. Financial Assumptions*
 

a. Average Lending Rate
 

The average lending rate of 9.5 % for LAAD Caribe
 
subloans was deducted by placing the anticipated sublending
 
rate by country in an equation weighted by the anticipated

volume of lending in each country, as evidenced by LAAD's
 
illustrative list of sub-projects in the Caribbean area.
 
(ANNEX VII, Exhibit 3). These calculations are demonstrated
 
below:
 

Country 
Interest 
Rate 

Preliminary 
Lending Levels 

Weighed 
Factor 

Dominican Republic 
Haiti 

(9%) 
(11%) 

at 
at 

$1.030 mil. 
$1.150 mil. 

.927 
1.265 

Colombia (9%) at $1.900 mil. 1.710 
Jamaica 
Panama 

(9%) 
(9%) 

at 
at 

$ 
$ 

.850 mil. 

.800 mil. 
.765 
.720 

Belize (11%) at $ .300 mil. .330 
Cayman Islands 
Turks and Caicos 

(11%) 
(11%) 

at 
at 

$ .110 mil. 
$ .100 mil. 

.121 

.110 
$6.240 mil. 5.948 

5.948 divided by 6.24 = 9.53
 

LAAD's interest rate estimates seem reasonable. In
 
the Dominican Republic it will be competing with 9% FIDE
 
and 8% Agriculture Bank rates. In Haiti, where agricultural

and industrial credit is scarce and hardly available on a
 
term basis, LAAD could charge as much as 11%, at least until
 
other less expensive sources become available and interest
 
rates in general fall. Because of its strong and continuing

inflation, Colombia's situation is 
somewhat more complicated.

LAAD will peg its interest rates to the Eurodollar rate and
 
lend only to export-oriented industries whose earnings will
 
be in hard currencies. 
 In any case, LAAD will have to maintain
 
some parity with the lending rates of existing official
 
industrial, agricultural, and export financing funds - all of
 
which lend at what are 
in effect negative rates (15-18%).

Credit for agricultural and industrial projects is available
 
in Jamaica and Panama at near-concessional rates (8-9%)

from government entities and funds, whereas in Belize and
 
the smaller islands, the current absence of economic develop
ment Funds will permit LAAD to 
lend at higher rates, at least
 
for the foreseeable future. 

* A complete listing of financial assumptions is included
 

in Annex VI.
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b. LAAD's Ability to Obtain Equity Participations
 

In the Caribbean area, as in Central America and
 
indeed the rest of the world including the United States,
 
there is no general disposition to give the financier an
 
opportunity to hold part of a venture's equity. The feeling
 
is that the financier will be paid for his services through
 
interest charges; he has no particular right or special
 
reason to participate directly in the venture's fortunes.
 
Thus, there is an innate resistance to permitting development
 
banks, investment companies, and the like to purchase equity
 
in the companies they finance. The granting of options to
 
acquire such equity or the contracting of debt in the form of
 
convertible debentures are even less frequent practices
 
that straight equity purchases; they are also much less
 
attractive ones in the eyes of the Borrower. The head of
 
the Bank of America's Dominican financiera, COFINASA, states
 
that as hard as he has tried, he has only been able to
 
obtain equity options in three of the thirty-odd companies
 
he has financed during the past three years. Although
 
investment companies such as ADELA and the Commonwealth
 
Development Investment Corporation (CDIC) traditionally take
 
equity positions in their Caribbean ventures (see Section II,
 

the use by them of options or convertibles
The Project),

is extremely limited.
 

The feeling among development and investment bankers
 
in the area is, however, that the use of equity instruments
 
- as well as the ability to purchase straight equity parti
cipations - is possible for an organization which actively
 
promotes and assists in putting together the venture to be
 
undertaken. This acceptability by the local owners of out'
sider ownership would apply to expansion projects as well
 
as new ones, as long as the expansion represents a significant
 
depairture from current practice and involves new production,
 
proce.!ing, packaiging, or marketing features. The above 
criteria for a finanicier's admission to an investors'
 
group seem to match the nature of LAAD's operating practices.
 
Indeed, the feeling among development bankers in the countries
 
affected by the proposed loan is that a company such as LAAD
 
(and many of them are acquainted with LAAD and its Central
 
American operations) would be able to invest directly or
 
indirectly in projects under the proper circumstances.
 

These proper circumstances include not only the above
mentioned promotional contributions but also participation
 
in ventures as -. Because
an qual among other investors. 

equity features of any kind are regarded as significant
 
concussions by the investor group, the financier - or
 
promoter - cannot exact higher than usual charges for his
 
financing services. Indeed, he will be expected to match
 
credit normally available from the least expensive source
 
- normally a government development bank or fund - despite
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the fact that his services, including the rapidity with
 
which 	he can make the money available, are far greater than
 
those 	of the cheapest source. Thus LAAD seems to have an
 
opportunity to acquire equity participations in the ventures
 
it promotes in the Caribbean, as it has successfully done in
 
Central America. But such participation, as in Central America,

will depend amonq other things upon its lending at what might

be the minimal commercial - or development bank - rate. As
 
demonstrated in the preceding section, this rate is projected
 
to carry a weighted average of nine and a half percent

during the life of the project.
 

c. 	LAAD's Ability to Divest itself of Equity

Participations
 

The financial assumptions call for LAAD to divest
 
itself of its equity participations (acquired either through

direct equity investments or the exercising of equity

rights under options or convertible debentures) at such times
 
as the sub-projects mature and reach the stage where the

shares become attractive to investors. For the purpose of
 
the projections an average maturing period of five years

was used. 
The easiest market for LAAD in such divestments
 
would be the current shareholders in the particular venture.
 
Indeed, many agreements by which LAAD has acquired such
 
equity call for LAAD to give the sharehoLders the first
 
right 	of a refusal. In practice, LAA! will attempt to market
 
its shares wherever it can and, once a price was agreed
 
upon, 	it will then approach the shareholders (if they are
 
not the prospective buyers) and give them the first chance
 
to purchase LAAD's participation at the established price.

This procedure assures 
LAAD that it will obtain the best
 
possible price at any particular time.
 

Traiditionally, outsiders are not anxious to purchase

eqjuity in what or
are normally closely held businesses 

corporations, since local legislation both in Central and
 
Latin America rarely protects the minority shareholder.
 
LAAD, however, makes it a practice always to introduce
 
minority protection clauses in the basic articles of
 
incorporation of the company in which it becomes an equity

partner. 
 Such clauses may provide that a certain percentage

of the earningL must he paid out in dividends; that the 
company will undergo an annual external audit by a certified 
accounting firm; that the company may not take any major

actions without the approval of a certain percentage of the
 
shareholders, that percentage being high enough to necessitate
 
LAAD's affirmative vote; 
and that the articles of incorpora
tion themselves may not be modified without 
a certain percentage
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of shareholcer approval, again high enough to require LAAD's
 
assent. Although these measureE cannot, of course, in
 
themselves insure the complete protection of minority
 
stockholder riqhts, they do constitute an important forward
 
stop, one which s;hould tend to make the purchase of LAAD's 
,;hare!; hy interLsted outside parties significant]y more 
attracti" than is otherwise the usual case. 

PART IV IMPLEMENTATION ARRANGEMENTS 

A. PROJECT IMPLEMENTATION
 

1. Recipient
 

Part II, B, 3, Description, (pp 10-23) set forth a
 
detailed assessment of the Recipient's expected administrative
 
arrangements in implementation of the project. That section
 
identified in detail: the key organization which will
 
implement the project (viz, LAAD-CARIBE , the LAAD subsidiary
 
to be created); the roles to be played by LAAD-CARIBE, LAAD
 
(the parent organization), and other entities such as share
holder companies and clients of LAAD; and the importance
 
and inter-relationships of these roles.
 

The implicit, but clear, conclusion of the sections
 
referred to is that the proposed new subsidiary will be equal
 
to the tasks set for it. The primary basis for this conclusion
 
is that in general, the responsibilities of LAAD-CARIBE will
 
not vary significantly from those of LAAD-CA, and the LAAD-CA
 
organization has proven itself equal to its tasks to date.
 

Specific mechanisms and operating procedures proposed
 
in that section are deemed adequate by the Project Committee to
 
achieve the stated goals and purposes of the proposed project.
 
Where necessary, e.g. with regard to ensuring target group
 
benefit incidence through LAAD subprojects through the utiliz
ation of a project assessment form, certain procedures were
 
strengthened or modified.
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2. A.I.D.
 

With a single significant excention, AID~administration
 
of Lhis project will generally follow the policies and
 
procedures instituted by ROCAP and LAAD under the first
 
and second AID/LAAD projects. In the absence of a regional

field office similar to ROCAP with implementation responsibil
ities for Caribbean area projects, project management

responsibility for this activity could be handled in one
 
of three ways:
 

a) utilize the mechanism and experience of ROCAP
 
with the LAAD-CA project and request ROCAP to play a
 
major role in project management;
 

b) assign implementation responsibility to one
 
of the USAID field missions in a country where LAAD
 
Caribe will operate;
 

c) assign project management responsibility to
 
AID/W (LA/DR), and utilize the facilities and services of

field Missions in 
the Caribbean and Colombia, as appropriate,

to assist with certain aspects of project implementation.
 

While much can be said in favor of the first alterna
tive (viz., ROCAP is thoroughly familiar with the LAAD-CA
 
operation: implementation of the first AID loan to LAAD
 
was handled efficiently; recommended implementation

procedures for the proposed project are not expected to
 
differ significantly), the major negative factor is the
 
fact that ROCAP's experience and interests do not and
 
cannot be expected to comprehend the diversity of issues

involving the Caribbean and the Latin American North Coast
 
countries. Furthermore, communication is especially

difficult. 
 Telephone links and airline connections
 
between the Caribbean and Guatemala City are no more
 
favorable, or inexpensive, than those with Washington.

lBecaube of the:s;, factors this option was not considered 
attractive. (Note.: ROCAP has agreed to include Panama 
within i t.; [ptOj. et management responsibil iti es, since 
LAAD-CA ha.-; oerlitional responsibility for projects in 
that country. ) 

The second option is also unsatisfactory in that no
single Car ibba: or Latin American North Coast field 
Mission has sufficient familiarity with the AID/LAAD 
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irrject to atr. to assume project management responsibility 
for the cntire, region. Furthermore, no single mission can 
be reasonable expected to speak for all countries and to 
address adequately the individual country considerations 
which will arise durinq the life of the project. Although 
Barbados, as headquarters for the Caribbean Development
 
Bank, with which both AID and LAAD expect the new LAAD
 
subsidiary to have close contact during this project, has
 
the advantage of familiarity with the regional CARICOM
 
policies and English speaking countries, individually
 
it cannot be expected to be familiar with agribusiness
 
and investment conditions in Haiti (French speaking),
 
the Dominican Republic, and Colombia. Alternatively,
 
the Mission in the Dominican Republic, while it will enjoy
 
ease of contact with the proposed field office of the
 
subsidiary which is expected to establish its office in
 
Santo Domingo, cannot be expected to speak for the other
 
areas of the Caribbean or the Latin American North Coast
 
countries.
 

The third option appears to be the most favorable.
 
The Office of Development Resources has played a major
 
role in the AID/LAAD cooperative efforts undertaken to
 
date since first contacts were established in 1970 and
 
possesses familiarity with all phases of the project.
 
Furthermore, AID/W management permits the maintenance of
 
an effective and up to date overview of, and control over,
 
project progress, as well as the ability to coordinate
 
any implementation decisions or actions with appropriate
 
Caribbean/North Coast country desks and USAIDs as .quired.
 
Such is presently the case with regard to the a inistration
 
of the Andean Development Corporation and Caribbean Develop
ment Bank loans, for which LA/DR has project management
 
responsibilities. The president of LAAD must regularly
 
travel to New York for meetings of LAAD's Loan and Invest
ment Committee and its Board of Directors as well as for
 
other LAAD business. Regular meetings with the AID/W
 
(LA/DR) Project Manager to report on and review project
 
status and any other matters (pertaining to the new
 
subsidiary, the parent company, or its affiliates), for
 
instance, could be conveniently scheduled.
 

Under this arrangement, the AID Mission Controller 
in the country where LAAD/Caribe would locate its office 
would be deleqated fiscal control of loan fund responsibil
itics. AID Missions in countries where LAAD Caribe invest
ments would be located would regularly be requested to visit 



sub-prcject sites tz assess sub-project status ar. ns-rc
 
proper utilization of funds. (To this ena, the LAAD Caribe
 
senior executive could arrange periodic inspection tours
 
with AID Mission personnel, as requesteu.)-

Overall project management, control, and monitoring
 
responsibilities would reside with the Office of Development
 
Resources. Implementation responsibilities exercised by
 
this Office would include, but not be limited to:
 

a) insuring compliance with the conditions and
 
covenants of the loan agreement and implementation letters;
 

b) exercising approval authority for proposed LAAD
 
Caribe sub-projects; and
 

c) evaluating the project.
 

Within this Office, daily implementation duties would
 
be assigned to the Development Banks Division.
 

Precedents for this type of implementation arrangement
 
exist with the AID loans to the Andean Development Corpora
tion, Caribbean Development Bank, and the Pan American
 
Development Foundation.
 

(See Section E, below, for details on management
 
tools to be used in this implementation.)
 

B. Review and Approval of Sub-Projects by LAAD Caribe
 

The sequence of events which LAAD Caribe will follow
 
to assure objective and comprehensive review of each
 
proposal is:
 

1) Review of a questionnaire prepared by the
 
sponsors of the project seeking assistance (either equity
 
investments or loans). The form of this initial question
naire is set forth in Annex IX, Exhibit 2.
 

2) Initial review of the questionnaire and the 
subsequent preparation by LAAD Caribe of a written summary 
identifyinq, among other items, the following: 

a) Items rc,,airing additional data;
 

b) References to be checked;
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c) Financial analysis required, including the
 
nature of investment proposed,,alternative means of
 
structuring assistance, and prospects for subsequent sale
 
of shares;
 

d) Technical review required, including time
 
phasing (PERT, CPM, etc., if appropriate);
 

e) Marketing data needed and
 

f) A preliminary assessment of the overall
 

prospects of the proposal, including the degree to which
 
the project satisfies the selection criteria described
 
earlier and a description of the project's likely effects
 
(either negative or positive) on the environment and the
 

status of women.
 

3) LAAD Caribe will then decide whether an
 
intensive examination of the proposal is warranted and
 
will notify the sponsor as to the results of the review.
 

In case of positive decisions, LAAD Caribe will proceed
 
with the detailed investigation of the necessary items,
 
including those listed in #2 above.
 

4) On proposals subjected to extensive investigation,
 

LAAD Caribe will prepare and submit an Investment Document
 

(i.e., loan paper) to the LAAD Loan and Investment Committee
 

for approval. The Committee meets quarterly and is composed
 

of seven members of the Board of Directors.
 

At this stage, LAAD Caribe will obtain approval
5) 

from AID for sub-projects involving over $100,000 of financing
 

to be financed with AID funds.
 

6) When projects are approved, LAAD Caribe will
 

advise the sponsor by a commitment letter. After the
 
in writing
provisions of the letter have been agreed to 


by the sponsor, LAAD Caribe will proceed with:
 

a) Preparation and execution of loan or invest

ment documents, including provisions of the AID loan as
 

appropriate;
 

b) Registration of loan or investment; and
 

c) Disbursement.
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7) Following initial disbursement, a project

supervision program will be developed setting forth

approximate dates for site visits by appropriate LAAD

Caribe staff members to focus on specific issues and
 
problem areas that may develop, as well as to generally

review sub-project status, 
as long as LAAD Caribe main
tains a financial interest in it. 
 This will provide for

scheduled written reporting for maintaining detailed
 
records of the progress of projects during their implemen
tation and operating phases.
 

LAAD reviews each application as soon as possible

after it is received. If an application is rejected,

the sponsor is notified within one week after this

decision is made. 
 The loan approval process, on the other

hand, normally takes on the average of three months from
 
the date the application is received until LAAD Caribe
 
representatives present a commitment letter to the
 
sponsors. The same 
is true for proposals which make it
 
to the intensive examination stage, but are subsequently

rejected.
 

C. Review and Approval of Sub-Projects by AID
 

All LAAD Caribe projects regardless of size or whether
 
or not they are AID financed, will be submitted to

LA/DR 
 with a copy to the USAID field
 

li .ison Mission for review. The information included in
 
tVK.., submissions will consist of the following:
 

1) LAAD Caribe Investment Document: full

technical, financial, and economic description and justi
fication of the project;
 

2) LAAD Caribe letter certifying that the investment has been authorized by LAAD's Investment and Loan
 
Committee;
 

3) Copy of the Loan Agreement and/or Share
Purchase Agreement with the LAAD Caribe client as 
soon as
 
it is available; and
 

4) A complete Project Assessment Form (Annex IX,
 
Exhibit 1).
 

Each AID financed project will be checked fo
1 compliance

with the Loan Agreement, and any project to utilize more
 
than $200,000 
in AID funds will require formal approval
by the AID/W ProjectCoiuitte inwriting through an Implemen
tation Letter. The $200,000 limit will be required for
 
the disbursement of the 
first $1.0 million. Assuming
satisfactory performance under the first $1.0 million review,
 



favorable consideration will be given to removing the
 

discretionary limit.
 

D. LAAD Caribe Project Implementation
 

The operating procedures established for and under
 
the AID-LAAD/CA program, and found satisfactory by
 
ROCAP-AID, will be utilized by LAAD Caribe. Those
 
procedures are detailed below.
 

1) Supervision and Reporting
 

LAAD Caribe will indirectly participate in one form
 
or another in the management functions (other than day to
 
day management) of most of the companies it finances.
 
This will provide the best means for detecting and con
trolling problems. In a number of cases this will be
 
accomplished by participating in marketing functions.
 
LAAD Caribe will also often act as financial advisor to
 
the companies it finances and conduct negotiations on
 
their behalf when they require funds from other credit
 
sources. This is a service which LAAD-CA's clients in
 
Central America usually are willing to delegate. It has
 
proven to be a particularly useful tool in evaluating
 
project progress.
 

LAAD Caribe will use its best efforts to require
 
every client to provide quarterly periodic progress
 
reports* and quarterly or semi-annual financial reports
 
(smaller companies will be allowed to submit semi-annual
 
reports). Reports and statements revealing problems
 
will be followed up by visits to the project site.
 
Annual audited financial reports are required by all
 
projects. If the cost of independent auditing is too
 
high for the company to incur in its initial stages,
 
this requirement may be waived.
 

To be included in the status or progress reports
 
prepared by LAAD Caribe clients will be updated data on
 
the quantitative baseline and progress indicators
 
established in the Project Assessment Form for measuring
 
the particular sub-project's effects on the target group
 
and agribusiness development objectives. For example,
 
the numbers of jobs initially projected to be produced
 
when fully operational would be compared with the number
 

The nature of LAAD sub-projects (small size; operated
 
by independent entrepreneurs with small administrative
 
staffs;/assistants) makes the requirement of quarterly
 
progress reports difficult to enforce.
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of jobs at initiation of the project and the actual current
 
number; additionally, the value of salaries and or wages
 
paid should be similarly presented, along with new data
 
or any of the other indicators relevant to the subproject

As shown in the , u0 lot-ed Pr i ',t AVl ', ll.;-m, 

In , Idd t on t k 1 1 IA Vt'kI11 ,I :;i t " i 1 ' I , I II11 hr 
effective supervision of its projects, LAAD Cribe will 
also supervise its projects indirectly by maintaining
 
close relationships with the business communities in the
 
Caribbean and the Latin American North Coast countries,
 
particularly with other creditors of the LAAD Caribe
 
projects.
 

2) Staff Responsibilities
 

All of LAAD Caribe's full-time staff of pro
fessionals will participate fully in project supervision.
 
Projects will be assigned to specific professionals
 
whose responsibility will be to insure compliance with
 
loan and share purchase agreements. Any deviations or
 
delinquencies will be reported to LAAD Caribe's Senior
 
Executive who will in turn report them to the Miami office
 
for further follow-up.
 

E. AID Project Management and Monitoring Plan
 

The following management tools will be utilized by
 
the AID/W Project Committee.
 

1) Reorts
 

*I. LAAD Caribe will submit to the Project
 
Manager a Monthly Status Report. This report will contain
 
a breakdown by project, type of industry, commitment and
 
disbursement figures, approval dates, terms and conditions
 
of financing, uses of AID and LAAD funds, and special
 
comments as appropriate.
 

b. Annual Audited Financial Statements,
 
prepared by a CPA firm acceptable to AID, will also be
 
required.
 

c. An annual audit, prepared by a CPA firm
 
acceptable to AID reviewing compliance with terms and
 
conditions of the AID loan agreement, will also be required.
 

2) Evaluation
 

In addition to th., monthly reports, on-site 
Jnspection!;, and annual financial audits, two evaluation 
tool:; whi(.h hive proven to be effective in the past for 
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ROCAP with the first LAAD-CA project will be utilized:
 
the million dollar review and the annual evaluation.
 

a) Million Dollar Review
 

These reviews will be joint AID/LAAD progress
 
reviews after each $1.0 million of loan funds has been
 
committed. In effect, this procedure is a continuing
 
condition precedent to disbursement. There will be a
 
total of six such in-depth reviews cover-ing the following
 
items:
 

1. Review of projects approved by LAAD
 
Caribe during the review period;
 

2. Review of LAAD's performance to deter
mine loan compliance and focus on the target group;
 

3. Review of problem projects and any
 
particular issues; and
 

4. Other areas of mutual interest to
 
AID and LAAD (e.g., relationships with other financial
 
institutions, new LAAD shareholders, possibilities of
 
securing commercial debt capital).
 

b) Annual Evaluation
 

An in-depth evaluation of the loan will be
 
performed annually in conformance with AID requirements.
 
The Logical Framework Matrix (Annex X) and specific
 
statements and indicators therein will be the general
 
basis used for measuring progress being achieved toward
 
goal and purpose targets.
 

However, given the nature of this project which is to
 
support the expansion and developmcu t efforts of a specialized
 
intermediate credit institution, any specific indicators
 
set at this time for expected sub-project results can at
 
best be only estimates, since the full scale analysis of
 
the potential for a sub-project to have positive benefit
 
incidence on our target group and other objectLives will
 
not be undertaken until LAAD Caribe is operational and
 
actively considering a sub-project proposal. Therefore,
 
the best mnchani-sm to be used for evaluating the degree
 
to which sub-projecus are actually producing the benefits
 
intended is the review of completed and revised Project
 
Assussment Forms*on each sub-project, together with
 
additional data included on these sub-projects in quarterly
 
reports received by LAAD from their clients. Thus, the
 

*1P1lease refor to Annc<x IX, Exhibit I, "Project Assessment Form"; 
and Part I., B,5, whic., explains the manner in which this form 
i, to be iv.sed by LAAD/CARIBE to aggregate baseline data and pro
vide for sub;equent evaluation of sub-project progress actually
ich i! ved. 
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annual evaluation review will collate and examine the
 
data from these sources to determine overall and specific
 
project progress.
 

c) Project Performance Network (Annex XIII)
 

The time-phased periods and progress indicators
 
critical to timely project development will be reviewed
 
periodically by the Project Manager against actual performance

by the Borrower, particularly prior to and at the $1.0 million
 
commitment reviews, and the annual evaluations.
 

F. Disbursement
 

Disbursements to LAAD will be made in United States
 
dollars. LAAD requires dollar disbursements to its sub
projects to enable its clients to register their loans/

investments with the exchange control authorities in each
 
country, thereby protecting LAAD (and AID) against changes

in foreign exchange control regulations.
 

G. Procurement
 

Since LAAD is an Intermediate Credit Institution, the
 
procurement regulations of the Capital Project Guidelines
 
do not apply. Also, Small Business Notification will be
 
waived, except in instances of procurement in which LAAD
 
clients elect to carry out a formal competitive bidding
 
procedure.
 

Ii. Environmental Considerations
 

Any potentially undesirable effects of this project,

through its sub-project activities, are likely to be
 
minimal. LAAD Caribe financing will not be available for
 
large scale business operations, with the concentration
 
of such assistance directed towards small and medium
 
sized activities (See Illustrative List of Sub-projects

attached as Annex VII, Exhibit 3). 

To ensur(e that any such undesirable environmental 
effects will be recognized prior to sub-project implementa
tion, LAD) (?aribe's sub-project analysis methodology will 
incorporate a focus on environmental considerations 
relating to a proposed activity, identifying both negative
and positiwv effects, and indicating the manner in which 
a , neqat lv, offocti can be mitiqated or el;.minated. 
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. ir.te-r-iting Woimenr into Development
 

Thu propo:3ee new subsidiary of LAAD, LAAD Carihe,

will .ilway.-1-0 relatively sruall operat ion, in termshe 
ef numbeo 0 ,'r sonlncl req ui red (pro lxi1' Ilyk,ter c th.1nV kN. 
t-en ul 1-t ersonnel-professionals a,nd cl l'al - it 
the end of tlie project period) , and therefo'e its dtii ec t
impact in this area of consideration is minimal. However,

in its search for both professional and clerical staff
 
for LAAD Caribe and subsequent replacement/expansion of

staff as well, AID will require, through Implementation

Letter, that LAAD and LAAD Caribe give equal consideration
 
to qualified candidates for any position, regardless of
 
sex.
 

In terms of its sub-projects, many of the proposed
 
or contemplated activities LAAD Caribe may finance are

by their nature activities which incorporate or utilize

significant numbers of female employees (e.g., flower

growing activities, processing and packaging operations),

and therefore, over time, the project may be expected

to make a contribution to integrating more women into the
 
development process.
 

J. Implementation Schedule
 

The schedule presented below indicates the timing of
 
major steps in the projected implementation of this loan.
 

1. DAEC Review of PP: September, 1975
 
2. Authorization of Loan: 
 December 15, 1975

3. Presentation/Negotiation of Draft Loan Agreement with
 

LAAD: January/February, 1976 
4. lxcution of Loan Agreement: By February 28, 1976
 
5. 'I't.rmir'l ),aoe for Satisfaction of Conditions Precedent 

t,) Di)1 )irs mnt : August 31, 1976 
6. Commltmo:it Iy 1,AAD of $1.0 million of AID funds;

Joint--rogres Review ileld: Decemner 31, 1976
 
Dr;bursem,lnts Reach $300,000: February 29, 
1977


7. A(ditional 1.,I inof AID funds Committed;
 
,J()int Revi(,..' I-1d: June 30, 1977
 

S. Annual i:valuition Completed: September 30, 1977 
9. Additional $1.0 m of AID funds Committed.
 

Joint Review lie d: November 30, 1977
 
Dlhursimnt : 'Reached$2.3 
 in: January 31, 1978 

10. Add itioiiI n AID funds 

Jl)n L 'v .w ii 1(1: April 30, 1978
 

$ m:)of committed; 

1.1. Anurit,l 1 i:va n tlion Completed: August 31, 1979 
12. Alditional $1 .9 m of AID funds committed;
 

ut (vciw 1 , d: September 30, 1978
 
Dl'siir emoii t.
s Reacli $3.8 m: December 31, 1978 

[3. Add i t. ona I $1 .0 m of AID funds committed; 
,Joint Review eld: February 23, 1979
 
Di shutrsement,.- Reach $6.0 m: July 31, 1979
 

14. Fin(l EvaInat ion Completed: August 31, 1979 
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With regard 
to the prograrted commitment and disbursement
 
cpf car..s'r.ds, the successful experience under the first AID/
4 eciiw1icaIso.!i c t io"-3h-
he ,volvorea neW ------ 7--
projet : are and a S6 .0 Mil'c AID
 
t at .CrrenAAsDshculd et de nt ial. i r sement
 
Period for disbtisocteintof 
 OctO tkiIV ouris, moother facts, the significant numnbi, of Sub-projwetpotentially eligible for LAAD Caribe 

ha ,
financing which lonve
already been identified by LAAD management strongly
supports this judgment. 
 Overall, the Project Committee
believes that LAAD has the capacity to meet this schedule.
 

K. Conditions, Covenants- and Negotiatin. Status
 

The following conditions and covenants are recommended
for inclusion in the loan agreement. These conditions % nd
covenants are essentially similar to those included in the
two existing AID loan agreements with LAAD 
(596-L'Oll
596-T-015). Each of those agreements was satisfactorilynegotiated without major issues or difficulties, and LAAD
indicates the conditions and covenants recommended for this
project are acceptable.
 

Conditions
 

1. Conditions Precedent to Initial Disbursement
 
Prior to the first disbursement or the issuance of
 any commitment documents under the loan, 
the Borrower shall,except as AID may otherwise agree in writing, furnish to
AID, in form and substance satisfactory to AID, the following
 

(a) a plan for the objective and comprehensive review of all investments and subloana proposed
to be made by Borrower or any Caribbean subsidiary of
Borrower to 
assure that such proposed activities are
economically justified and technically sound;
 

(b) a plan for the evaluation of proposed
sub-project activities by the Borrower or any Caribbean
subsidiary of Borrower under the Program to ansuro thaitsuch proposed activities will produce economic,bunoriiu,
benefits to rural poor in areas where tho lorc~oiotactivities will be andioctod, contribut o . duVo-nment or agiribus nOis o'iinzs or f'ntorpri4iii.Nf 

Car bbi-,i 1'ut~hH dio (i' BoIirrowisr t', tiof foil ,ii ftit"Lodehards~ antd proe dtirs willvioh ltollow in authorizing andadmin~steririg invostments and sub-loans; 

(d) a statement by Borrower- and any Caribbean
subsidiary or- affiliate of Borrower setting forth thestandards and procedures each will follow in providing
assistance to cliontal
 

http:f'ntorpri4iii.Nf


.,a) make or permit any Caribbean subsidiary
 
of Borrower to sub-loans or investments which utilize AID
 

loan funds to exceed at any time three (3) times the total
 
of sub-loans or investments financed from capital paid in
 

by Borrower to the Caribbean subsidiary;
 

(e) make sub-loans to or equity investments
 

in b businesses or other activities-in or with respect to
 

which shareholders, officers, or employees of Borrower or
 

any subsidiary of Borrcwer have an equity interest or any
 

interest throuqh a liccnsing, royalty, or distributorship
 
agreement;
 

(f) make sub-loans from AID funds for working
 

capital, except for financing costs of raw materials
 
(inventory);
 

(g) utilize more than 25 percent of AID funds
 

for eligible sub-projects in Colombia nor less than 20 percent
 
of AID funds for eligible sub-projects in Haiti and the lesser
 

islands and British territories;
 

(h) permit Borrower's Caribbean subsidiary
 

to maintain a reserve for bad debts of less than three
 

percent (3%) of its total sub-loan portfolio;
 

(i) appoint as manager of Borrower's
 

Caribbean subsidiary a person whose appointment has not
 

been approved in advance by AID in writing;
 

(j) declare or pay dividends on shares of
 
its common stock;
 

(k) declare or pay dividends on either
 

common or preferred shares from sources other than
 

accrued earnings and after 'adequate reserves for bad
 

debts;
 

(1) incur any indebtedness for a term
 

exceeding one (1) year without the prior approval of
 

AID;
 

(m) incur any indebtedness which would
 

enjoy a position superior to the obligation incurred
 

under the AID loan;
 

(n) amend or mod -:tz -artc-,
_ 2corporatc 


by-laws or operating plans or undergo any type of corporate
 
reorganization.
 

3) Prior to the commitment of more than one
 
million United States dollars ($1,000,000) of loan funds,
 
and thereafter when successive conitments totalling one
 
million United States dollars ($1,000,000) have occurred,
 
AID, Borrower and its Caribbean subsidiary shall hold a
 
joint review of the progress of the Program.
 

4) Repayments of principal from AID funded
 
sub-loans may be used only for those purposes for which
 

the AID loan funds were originally made available.
 



--

~4i'Page" bli 
~(e),~ cer''tified copies 'of thecoprt 

chrtr and by-iaw'ofilHrrowe"+ < ndale fibbea subsidiary" d "- a .Car-' 
~ Zthe Caribbe.Ono''tl.,,~iis of !I tici Dombinii ic.n: Rz'iOpub~ i~KK~ 

j~I<Jama ica, Barbados, as Iwel ,as British island territories h iltW~ 
ex:7epting Puerto Ric~a I CuIba, the,.Bahamas, Trinidad and Tobago,~

the Netherlands Antilles, andtothe countries
cosand 

of PaamaBeliz,~GWana,-and 'Colombiay
 

(f) a certified, copy of hresolutio'n of'
 
'the Borrower's Board of Directors authrzn and'
 
directing Borrower to contribute~a minimum of $2 0 million,
 
acquired from equity capital paid''in to the Borrower,.
 
to the capital of the Caribbean subsidiary for the program;
 

(g) an opinion or opinions of counsel,
acceptable to AID, tha~t Borrower and any Caribbean
 
subsidiary of Borrower ha'~e taken all corporate and4
 
legal action required under the laws of the countries
 
in which~ they propose to do business~ in order to.fulfill
 
their obligations under the loan and'.to implement th~e
 
Programr effectively; 

policis of ( ccrtified copies of the operating
 
polcie ofBorrower and any subsidiary of Borrower,
 

including any Caribbean subs~idiary authorized by the
 
.respective Board of Directors of each, which policies
 
shall include but not necessarily be limited to:
 

of ay an administrative and technical staffing
plan ofayCaribbean subsidiary,
 

-policies 
 controlling the divestment of
 
equity investments to be made in enterprises financed
 
with funds made available under the Program, 

Wi a plan for the periodic audit of sub
loans made by Borrower and any sub5idjary c0*1 It)rrc~wer. 

COVENANTS 
27 Except as AID otherwise agrees i r wr i!. I11(

neither Borrower nor any subsidiary of Borrower shall: 

(a) utilize AID loan funds or tinl rcepa,/
ments of principal from sub-loans made fromi lli~nli,: 
to pay administrative or prtn4
 
or any subsidiary oBooeratn;~ JeI'8' 'r,'w~
 

(b) permit AID fundF; to h.u*.)Ir
any sub-prcject. or to make sub-locins to arly: ,r'w

in excess Of tw,,o hundred thousand WUnt.d.Z(]" vJJu
K ($2 000cM rth .ca cy d ifhir '
 , c 

tho combtned b:irtzd Stares dollr c

equivalen't thereof;
 

(c)'' make Su -o n w Lh r 
j ess 'thlan',three (3._Yasubla iL ,.,e'Ii.e,,Ie.g~~ 
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LATIN AMEIIAN 

AGH It 1 S IN S S 
I) E V h' 1P E NT 
COIl1'OIHAVIION .. 

1OO X BISCAYN.E flOU1EV'APD. SUITE 901. IAMI,. FLf'.:t A :.1132 

TEL J306' Unl-6414 r.APLrs- LAADEVCO 

May 27, 1975
 

Mr. Herman Kleine
 
Deputy U.S. Coordinator
 
Alliance for irogress
 
Agency for International Development
 
Washington, D.C. 20523
 

Dear Mr. Kleine:
 

I wish to apply, herewith, for a loan from
 
the Agency for International Development (AID)
 
to the Latin American A-ibusiness Development Cor
poration (LAAD) of $6,000.000 at an interest rate
 
of 3'. ue r 'fl P111 A I:er-I'l of tT.7ont-T won-c 

ing a five-year grace period on payMents of prin
cipal.
 

The entire proceeds of this loan would be uti
lized by LAAD Caribe S.A.. a subsidiary of LAAD,
 
which will be created -o operate in the Caribbean
 
and Colombia. 1he new co.manv will make equity in
vestments and term loans wirh ma:urities of no less
 
than three years to agribusiness projects in the
 
Caribbean area and Colombia.
 

Projects financed :ith these funds and the
 
$2 million aCditionai capital to be invested by LAAD
 
into LAAD Caribe would be subject to the following
 
elegibility crfteria:
 

1. Projects which can provide for long term,
 
demonstrble benefit t a substantial number of
 
the rural poor in terms of number of jobs created
 
or increa.se in income when the beneficiary is a
 
small farmec or the operator of a small agribusi
ness.
 

2. Proic-cts which establish !_LA-D's rolationsh1io 
with c.i ical elem,ncs of rhe integrated farm to 
market system. Nornally such projects will be 

http:increa.se
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services to agribusinesses which are qualitative
ly or quantitatively inadequate and constitute 
a
 
bottleneck to the orderly operation of the inte
grated system.
 

3. Non-traditional agribusiness projects which

will provide for new, substantial sources of fo
reign exchange to the host economy.
 

4. Projects which will provide for substantial
 
value added to the host economy.
 

5. 
 Projects providing for che production of pro
cessed foods which can be justified because they

will cause high nutrition foods to 
 be available
 
at lower prices to consumers.
 

6. Projects which provide for the development of

small agribusiness entrepreneurs. The sponsors of
projects in this 
category would normally be at 
the
 
upper incone level of the target group. As a gen
eral rule of thumb, projects would be eligible which
 
can normally be expected to provide annual profits

to the sponsors of up to $10,000 a year within two
 
years and which require limitcd ski]ls and financial 
input bY th P or. 

These criteria are identical to those we would apply under the expanded AID/.LAAD program in Central Ame
rica.
 

I am confident that this proposed loan will ful
ly meet the above criteria and that LAAD will be able 
to
build up a simLificant prozram in the 
Caribbean area above

and beyond what is contemplated in this loan request. in
particular, I anxiousam that LAAD and the AID would developa long term relationshiD 
that would extend beyond the financial commitment contemplated herein and would allow a per
manent exchange of infor-mation and experience in the 
field
 
of agribusiness and rural development.
 

Sincerely yours,
 

Robert L. Ross
 
President
 

RLR:ml
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Shareholders ano Directors 

JOHN (,)LE <Lhairman) ERNEST W. HORNIG 
Presitiont Assistant Comptroller
 
Cargil! Americas CPC International, Inc.
 
Minneapolis, Minnesota Englewood Cliffs, New Jersey
 

JOHN O'CONNOR (Vice-Chairman) ROBERT A. HANSON
 
President 
 Senior Vice-President
 
Borden Inc. 
 Deere & Company
 
International 
 Moline, Illinois
 
New York, New York
 

RAFAEL MORALES FRANK A. MEYER 
Vice-President 
 Vice-President
 
Adela Investment Gerber Products Company
 
Company Freemont, Michigan
 
Lima, Peru 

,I)NA'['AN S. ToBEY NICHOLAS L. REDING 
Vic,,- k'.id,:'t& Director 
T,,chnica! Director International Markets
 
The Chase Manhattan Bank Monsanto Company

New York, New York 
 St. Louis, Missouri
 

WILLIAM H. BOLIN 
 PAUL F. CORNELSEN
 
Executive Vice-President 
 Executive Vice-President
 
Bank of America, N.T. & S.A. Ralston Purina Company

San Francisco, California 
 St. Louis, Missouri
 

JOHN MONTAG 
 DONALD J. KIRCHHOFF
 
Vice-President 
 President
 
Caterpillar Tractor 
 Castle & Cooke, Inc.
 
Company Standard Fruit &
 
Peoria, Illinois Steamship Company
 

San Francisco, California
 



i 

Shareholders and Di:,ectors 


STANFIELD S. TAYLOR 

Senior Vice-President 

Southeast First 

National Bank of Miami 

Miami, Florida
 

CLARENCE J. ALAMEDA 

Regional Director 


Western Hemisphere
Goodyear Tire & Rubber Co.

Akron, Ohio 
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(Cont'd)
 

CHARLES VOLLMER 
Vice-President 
Girard International Bank
 
Philadelphia, Pennsylvania
 

ROBERT L. ROSS
 
President
 

Latin American Agribusiness Development
 
Corporation S.A.
 

Miami, Florida
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MANAGEMENT 

BIOGRAPHICAL DATA 

PRESIDENT LAAD AND LAAD-CA: Mr. Robert L. Ross
 

Mr. Ross ioined LAAD in 1972. He began his career as 
an economist with the U.N. Economic Commission for Latin
America in Washington, D.C., and he next became the Assist
ant to the Mission Chief of the OAS-ECLA-IDB Planning Mis
sion in Haiti. Following this, Mr. Ross spent three years
in Chile as an economist with the Latin American Planning

Institute teacning graduate economics courses and doing

studies on 
Latin American Regional Integration. In 1965

he join,,d Adela Investment Corporation as a staff econo
mist in Peru, and three years later became a vice-president

of Adela responsible for developing business opportunities

jointly with North American firms in Latin America.
 

After receiving a B.A. degree in economics from Har
vard, Mr. Ross earned his M.A. in economics from George
town University.
 

EXECUTIVE VICE-PRESIDENT LAAD-CA: Mr. Thomas W. Mooney
 

Mr. Mooney LAAD early 1971joined in as regional re
preselitative tor Central America with offices in Guatema
la Citv, after Latin American experience while serving

with the World Bank, A.I.D., and the Adela Investment
 
Company.
 

A graduate of Washington University, Mr. Mooney began

his career as an 
economic officer with the Department of
State, servinq first in Washington, D.C., and later at the

United States Embassy in Paris. 
 In 1958 he joined the

World Pank i-sLoan o)fficer for Central America, and four
 
years later became chief 
of loans for A.I.D.'s Regional
Office for, K,,itra[ America and Panama (ROCAP). 

Prior '-(, hi , ,s.ciation with LAAD, Mr. M-looney was
the Central America and Caribbean representative for the
A;,::v, ',t , n4 Company. Mr. Mooney joined LAAP rA at
tl,, ir..eptior -irn i e lad - s etl .en l>'e n b for (',,n r1 

r r. !k;, ,ey r,:i 1 i i,. ;, u;, i !'or 
fIli rt ", , rr. 
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($000) 

ASSES 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

Cash 

LAAD 
CARIBE 

Time Deposits 
LAAD 
CAR IBE 

$ 40 

40 
-

300 
300 
_ 

$ 45 

40 
5 

300 
300 

$ 60 

50 
10 

300 
300 

$ 70 

50 
20 

300 
300 

$ 80 

60 
20 

300 
300 

$ 85 

60 
25 

300 
300 

$ 110 

80 
30 

500 
500 

$ 120 

85 
35 

600 
600 

$ 130 
90 
40 

800 
800 

$ 145 
100 
45 

1.100 
1,100 

$ 155 
105 
50 

1.400 
1,400 

Accrued Interest 
LAAD 
CARI BE 

CURRENT ASSETS 
LAAD 
CARIBE 

Equity - Common 
LAAD 

- Preferred 
LAAI 
CARI. 

Loan Po'rtfolio 
L~AD 
CARIBE 

Reserve Against Losses 
LAAl 
CARI-E 

TOTAL PORTFOLIO 
LAAD 

CARIBE 

Other Assets 
L.AAD 

85 
85 
-

$ 425 
$ 425 
$ -

1,050 
1,050 

C 

1 180 
1,180 

9.630 
9,630 

-

(385) 

(385) 

$1,475 

$11,475 

$ 

75 

75 
-

115 

100 
15 

$ 460 
$ 440 
$ 20 

1.450 
1,450 

-

1,480 
1,480 

-

12.695 
11,650 
1,045 

(545) 

(515) 
(30) 

$15080 

$14,065 

$ 1,015 

75 

65 
10 

155 

120 
35 

$ 515 
$ 470 
$ 45 

1,954 
1,854 

100 

1,830 
1,730 

10( 

16,420 
13,605 
2,815 

(764) 

(669) 
(95) 

$19440 

$16,520 

$ 2,920 

65 

55 
10 

200 

140 
60 

$ 570 
$ 490 
$ 80 

2.450 
2,150 

300 

2,330 
2,030 
300 

18,680 
14,210 
4,470 

(950) 

(785) 
(165) 

$22,510 

$17,605 

$ 4,905 

55 

45 
10 

240 

150 
90 

$ 620 
$ 510 
$ 110 

3.050 
2,550 

500 

2 830 
2,330 

500 

22,140 
19,070 
7,070 

(1,200) 

(915) 
(285) 

$268<10 

$19,035 

$ 7,785 

45 

35 
10 

270 

160 
110 

$ 645 
S 520 
$ 125 

3.450 
2,750 

700 

3,130 
2,530 
600 

24,995 
16,665 
8,330 

(1,450) 

(1,065) 
(385) 

$30125 

$20,880 

$ 9,245 

30 

25 
10 

315 

190 
125 

$ 925 
5 770 
$ 155 

3.950 
2,950 
1,000 

3.430 
2,730 

700 

28,815 
18,470 
10,345 

(1,790) 

(1,206) 
(525) 

$34405 

$22,885 

$11,520 

20 

15 
5 

340 

200 
140 

$ 1.060 
$ 885 
$ 175 

4.350 
3,150 
1,200 

3,730 
2,930 

800 

33,395 
21,130 
12,255 

(2160) 

(1,475) 
(685) 

$39305 

$29,735 

$13,570 

10 

5 
5 

385 

225 
160 

S 1,315 
$ 1,115 
$ 200 

4.750 
3,350 
1,400 

4,130 
3,130 
1,000 

38.560 
24,170 
14,390 

(2620 

(1,745) 
(875) 

$44,820 

$28,905 

$15,915 

5 

-
5 

44C 500 
2'1', 290 
185 210 

S 1685 $ 2,055 
$ 1,455 $ 1,795 
$ 230 S 260 

51 750 
3,550 3,850 
1,600 1,900 

4,530 5,030 
3,330 3,630 
1,200 1,400 

43,965 49,380 
27,450 30,790 
16,505 18,590 

(3130) (3700) 
(2,045) (2,385) 
(1,085) (1,315) 

$50,505 -
$32,285 $35,885 
$18,220 $20,575 

5 5 

-
5 5 

0 

CA 4 

TOTAl. ASSETS 

LAAD 
CARIBE 

$11,5 

$11,975 
$ 

$15,615 

$14,570 
$ 1,045 

$20,020 

$17,045 
$ 2975 

23,135 

$18,140 
$ 4,995 

$27485 

$19,580 
S 7905 

$30800 

$21,425 
$ 9,375 

$35350 

$23,670 
$11,680 

40375 

$26,625 
$13,750 

$4b.140 

$30,020 
$16120 

$52,195 $58,520 

$33,740 $37,680 
$18,455 $20840 



LAAD - PROJECTIONS - CONSOLIDATED 
Balance Sheets - October 31, 

($000) 

Page 2 of 2 

1975 1976 1977 1978 1979 1980 1981 1982 19F3 1984 1985 

LIABILITIES 
Interest Payable 
LAAD 
CARIBE 

- AID $ 50 
50 
-

$ 70 
65 
5 

S 95 
80 
15 

$ 110 
80 
30 

$ 120 
75 
45 

$ 125 
70 
45 

$ 105 
65 
40 

$ 1001 
60 
40 

90 
55 
35 

$ 85 
50 
35 

S 75 
45 
30 

Interest Payabv 
LAAD 
CARIBE 

- Other 10 
10 
-

10 
10 
-

5 
5 

-

15 
15 
-

25 
25 
-

45 
35 
10 

75 
50 
25 

110 
75 
35 

160 
110 
50 

210 
140 
70 

260 
175 
85 

CURRENT 
LAAD 
CARIBE 

LIABILITIFS S 60 
$ 60 
$ 

$ 80 
$ 75 
$ 5 

$ 105 
$ 85 
$ 15 

$ 125 
$ 95 
$ 30 

$ 145 
$ 100 
$ 45 

$ 160 
$ 105 
$ 55 

$ 180 
$ 115 
$ 65 

$ 210 
$ 135 
$ 75 

$ 250 
$ 165 
$ 85 

$ 295 
$ 190 
$ 105 

$ 
$ 

335 
220 
115 

Long Term Debt 
LAAD 
CARIBE 

- AID $ 7,000 
1,000 

-

s 9,800 
9,000 

800 

_ 13105 
10,805 
2,300 

$ 14,215 
10,415 
3,800 

$16,025 
10,025 
6,000 

S 15,635 
9,635 
6,000 

S 14,525 
8,915 
5,610 

$ 13,415 
8,195 
5,220 

$ 12,305 
7,475 
4,830 

$1,195 
6,755 
4,440 

$ 10,085 
6,035 
4,050 

Long Term DLbts 
LAAD 
CARIBE 

- Other 1,000 
1,000 

-

800 
800 

-

600 
600 

-

1,400 
1,400 

-

2,450 
2,450 

-

4,625 
3,625 
1,000 

8,575 
5,825 
2,750 

13,575 
8,575 
5,000 

19,175 
11,675 
7,500 

L4,975 
14,975 
10,000 

30,975 
18,475 
12,500 

TOTAL 
LAAD 
CARIBE 

.ONC TERM DEBT $ 8,000 
$ 8,000 
$ -

$10,600 
$ 9,800 
$ 800 

$13,705 
$11,405 
$ 2,300 

$15,615 
$11,815 
$ 3,800 

$18,475 
$12,475 
$ 6,000 

$20,260 
$13,260 
$ 7,000 

$23,100 
$14,740 
$ 8,360 

$26,990 
$16,770 
$10,220 

$31,480 
$19,150 
$ 12,330 

$36,170 
$21 730 
$ 14,440 

$41,060 
$24,510 
$16,55G 

TOTAL LIABILITIES 
LAAD 
CARIBE 

S 8,060 
$ 8,060 
S -

$10,680 
$ 9,875 
$ 805 

S1iA805 
$11,490 
S 2,315 

$15,740 
$11,910 
$ 3,830 

18,620 
$12,575 
$ 6,045 

$20,420 
313,365 
S 7,055 

$23,280 
$14,855 
$ 8,425 

$27,200 
$16,905 
$10,295 

$31,730 
$19,315 
$12,415 

536,465 
$21,920 
$14,545 

$41,395 
$24,730 
$16,665 

EQUITY 
Common Stock 

LAAD 
CARIBE 

Preferrd Stock - LAAD 

$ 3,050 
3,050 

-

500 

$ 3,350 
3,050 
300 

1,100 

$ 3,850 
3,050 
800 

1,700 

S 4,600 
3,300 
1,300 

1,700 

$ 5,600 
3,600 
2,000 

1,700 

$ 6,400 
4,000 
2,400 

1,700 

$ 7,200 
4,000 
3,200 

1,700 

$ 7,200 
4,000 
3,200 

1,700 

$ 7,200 
4,000 
3,200 

1,700 

$ 7,200 
4,000 
3,200 

1,700 

$ 7,200 
4,000 
3,200 

1,700 

a 

rN) 
a 

, 
z 
z 

Retained Eairnings 
LAAD 
CARIBE 

365 
365 

-

485 
545 
(60) 

665 
805 
(140) 

1,095 
1,230 
(135) 

1,565 
1,705 
(140) 

2,260 
2,360 

(80) 

3,170 
3,115 

55 

4,275 
4,020 

255 

5,510 
5,005 

505 

6,830 
6,120 

710 

8,225 
7,250 

975 

0 

TOTAL EQUITY 
LAAD 
CARIBE 

$ 3,915 
$ 3,915 
$ -

$ 4,935 
$4,695 
S 240 

$ 6,215 
$ 5,555 
$ 660 

$ 6,395 
$ 6,230 
$ 1,165 

$ 8,865 
$ 7,005 
$ 1,860 

$10,380 
$ 8,060 
$ 2,320 

$12,070 
S 8,815 
$ 3,255 

$13,175 
$ 9,720 
S 3,455 

$14,410 
$10,705 
$ 3,705 

$15,730 
$11,820 
$ 3,910 

$17,125 
$12,950 
$ 4,175 

TOTAL LIABILITIES AND EQUITY 

LAAD 
CARIBE 

$11,975 

$11,975 
$ -

$15,615 

$14,570 
1,045 

$20,020 

$17,045 
$ 2,975 

$23,135 

$18,140 
$ 4,995 

$27,485 

$19,580
$ 7,905 

$30,800 

$25,425 
$ 9,375 

35,350 

$23,670 
$11,680 

$40,375 

$26,625 
S13,750 

$46,140 

$30,020 
$16,120 

$52,195 

$33,740 
$18,455 

$58,520 

$37,680 
'O,&40 



LAAD - P.RJECTIONS - CONSOLIDATED 

Profit and Loss Staterents - YE 1031 

($000 1975 1976 1977 1978 1979 1930 1981 1982 1983 1984 1985 

RE'. 'UE 
Interest 

LXAD 
CARIB! 

Earned $ 775 
775 

-

$ 985 $ 1,305 
935 1,130 
50 175 

$ 1,650 
1,310 
340 

$ 1,920 
1,390 
530 

$ 2,190 
1,490 
700 

S 2510 
1,650 

860 

5 2,890 
1,860 
1,030 

$ 3,340 
2,130 
1,210 

$ 3,820 
2,420 
1,400 

4,340 
2,740 
1,600 

Dividends Eacned 
LAAD 
CARTBE 

120 
120 

135 
135 
-

185 
180 

5 

220 
200 
20 

325 
265 
60 

405 
335 
70 

455 
375 
80 

510 
420 
90 

575 
465 
110 

670 
520 
150 

780 
560 
220 

Capital Gains 
LAAD 
CARIBE 

-
-

25 
25 
-

50 
50 
-

150 
150 

-

225 
225 
-

500 
450 
50 

950 
800 
150 

1,280 
1,000 
280 

1,610 
1,200 
410 

1,810 
1,400 
410 

1,885 
1,400 
485 

Other Rev.nu. 
LAAD 
CARIBE 

30 
30 

35 
35 

40 
40 
-

45 
45 
-

55 
50 
5 

60 
50 
10 

65 
50 
15 

70 
50 
20 

85 
60 
25 

105 
75 
30 

135 
100 
35 

TOTAl RL.'ML 

LAAD 
CARIBE 

$ 
$ 
$ 

905 
905 

-

$ 
$ 
$ 

1180 
1,130 

50 

$ 1,580 
$ 1,400 
$ 180 

$ 2,065 
$ 1,705 
$ 360 

$ 2,525 
$ 1,930 
$ 595 

$ 
$ 
$ 

33125 
2,325 

830 

$ 3,980 
$ 2,875 
$ 1.105 

$ 4,750 
$ 3,330 
$ 1,420 

$ 5.610 
$ 3,855 
$ 1,755 

$ 6,405 
$ 4,415 
$ 1,990 

$ 7,140 
$ 4,800 
$ 2,340 

EXPENSE 
Interest Expen,:e 

LAAD 
CARIBE 

- AID 170 
170 

-

250 
240 
10 

345 
300 
45 

410 
320 
90 

455 
305 
150 

470 
290 
180 

440 
265 
175 

400 
240 
160 

365 
215 
150 

330 
190 
140 

290 
165 
125 

1.AAD 
CARIBE 

- Other 20 
20 
-

70 
70 
-

55 
55 
-

80 
80 
-

150 
150 

-

275 
240 
35 

480 
340 
140 

820 
510 
310 

1,290 
790 
500 

1,770 
1,070 

700 

2,240 
1,340 

900 

Opvratin' Expcir,: 
LAAD 
CA IR1, 

400 
400 

-

560 
490 
70 

735 
585 
150 

370 
680 
195 

1,090 
760 
330 

1,300 
850 
450 

1,440 
925 
515 

1,595 
1,005 
590 

1,755 
1,090 

665 

1,905 
1,170 

735 

2,075 
1,255 

820 

TOTAL EXPENSE 
LAAD 
CAR I1BF 

$ 
$ 
$ 

590 
590 

$ 
$ 
$ 

880 
800 
80 

$ 1,135 
$ 940 
$ 195 

5 1,365 
$ 1,080 
$ 285 

$ 
$ 
$ 

1,695 
1,215 

480 

5 
$ 
$ 

2,045 
1,380 

665 

$ 2,360 
$ 1,530 
$ 830 

$ 2,815 
$ 1,755 
$ 1,060 

$ 3,410 
$ 1,095 
$ 1,315 

$ 4,005 
$ 2,430 
$ 1,575 

$ 4,605 
$ 2,760 
$ 1,845 

' 

z 

OPERATING IN(U ME: 
LAAD 
CARIBM 

$ 
$ 
$ 

315 
315 

-

$ 
$ 

300 $ 445 

330 $ 460 
(30) $ (15) 

5 700 
$ 625 
$ 75 

$ 830 
$ 715 
$ 115 

$ 
$ 
$ 

1,110 
Q45 
165 

$ 1,610 
5 1,345 
$ 275 

$ 1,935 
$ 1,575 
$ 360 

$ 2,200 
$ 1,760 
$ 440 

$ 2,400 
$ 1,985 
$ 415 

$ 2,535 
$ 2,040 
$ 495 

0 

ON 

Reserve AgainsLt Losses 
LAAD 
CARIBE 

150 
150 

-

160 
130 
30 

215 
150 
65 

190 
120 
70 

250 
130 
120 

250 
150 
100 

340 
200 
140 

370 
210 
160 

460 
270 
190 

510 
300 
210 

570 
340 
230 

Amortization 
LAAD 

10 
10 
-

10 
10 
-

10 
10 
-

10 

10 
-

10 

10 
-

15 

10 
5 

10 

10 
-

10 

10 
-

5 

5 
-

-

-
CARIBE 

S/t $ t 43 $ 1.270 1,555 $ 1,735 $ 1,890 $ 1,965 
NiT i a _______ $ 1%', S 130 S 220 5 00 3 

575 $ 785 $ 1,135 S 1,355 $ 1,485 $ 1,685 $ 1,700
-. . . .. 155 $ 190 $ 300 $ 495 $ 

60 $ 135 S 200 $ 250 $ 205 $ 265
' $ (60) s (80) $ 5 $ (5) $ 



L MD - PROJECIONS - CC-SOL!DATED 
Cash Flow - Y/E 10/31 

(SOO-3 

Page 1 of 2 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

SOURCE OF FUNDS 
Equity - U.S.A. 

LAA.n 

CARIBE 

S 700 
700 

-

$ 900 
600 

300 

$ 1,100 
600 

500 

S 500 
-

500 

$ 700 
-

700 

$ 400 
-

400 

$ 800 
-

800 

$ - S -

Equitv - Latin Am,rica 

LAAD 

CARIBE -
-

-
-

-

250 

250 
-

300 

300 
-

400 

400 
-

-

Long Term 

LAAD 
CARIBE 

Debts - AID 2,200 
2,200 

2,800 
2,000 

800 

3,500 
2,000 

1,500 

1,500 
-

1,500 

2,200 
-

2,200 - - - -

IAAD 
CARIBE 

- Other 1.000 
1,000 

-

-

-

-
-
-

1,000 
1,000 

-

1,500 
1,500 

-

3,000 
2,000 
1,000 

5,000 
3,000 
2,000 

7,000 
4,000 
3,000 

9,000 
5,000 
4,000 

11,000 
6,000 
5,000 

13,000 
7,000 
6,000 

Operating income 
LAAD 
CARIBE 

315 
315 

-

300 
330 
(30) 

445 
460 
(15) 

700 
625 
75 

830 
715 
115 

1,110 
945 
165 

1,620 
1,345 

275 

1,935 
1,575 
360 

2,200 
1,760 
440 

2,400 
1,985 
415 

2,535 
2,040 

495 

Loan R,-piym,-nts 
LAAD 
CARIBL 

800 
800 

-

1,250 
1,250 

-

2,230 
2,100 

130 

2,840 
2,400 
440 

3,760 
2,800 

960 

4,490 
2,850 
1,640 

5,770 
3,500 
2,270 

6,470 
3,700 
2,770 

7,660 
4,300 
3,360 

8,920 
5,000 
3,920 

10,650 
6,100 
4,550 

S ofa!' 
A 

CARIB 

qu itv - Common 
-

-

-

-

100 
100 

-

100 
100 

-

100 
100 
-

400 
400 

-

600 
500 

100 

800 
600 

200 

900 
700 

200 

900 
700 

200 

LAAD 
CARIBE 

- Preferred 

-

100 
100 

-

150 
150 

-

100 
100 

-

200 
200 

-

400 
300 
100 

600 
400 
200 

700 
500 
200 

800 
600 
200 

900 
700 
200 

1,000 
700 
300 

. 
z 

.\nnu.1 lnter.<.t 
LMD 
CARIBE 

Payable 20 
20 
-

20 
15 

5 

15 
10 
5 

25 
1o 
15 

20 
5 

15 

15 
5 

10 

20 
10 
10 

30 
20 
10 

40 
30 
10 

45 
25 
20 

40 
30 
10 

O 
m < 

SaIlU, qh1,rt 

LAAD 
CAR[ BE 

hsrm Nots 200 

200 

- - - - - - - -

TOTAL 
LAM) 
CARIBE. 

S 5,235 
$ 5,235 

-

S 5,370 
$ 4,295 
$ 1.075 

S 7,445 
$ 5,320 
$ 2.125 

$ 7,015 
$ 4,485 
$ 2,530 

$ 9,640 
$ 5,620 
$ 4,020 

$ 9,915 
$ 6,800 
$ 3,115 

$14,210 
$ 8,655 
$ 5,555 

$16,735 
$10,295 
$ 6,440 

$20,500 
$12,290 
$ 8,210 

$24,165 
$14,410 
$ 9,755 

$28,125 
$16,370 
11555 



Page 2 of 2
 

LAAD - PROJECTIONS - CONSOLIDATED 
Cash Flow - Y/E 10/31 

($000) 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

APPLICATION OF FUNDS 
Cash 

LAAD 

CARIBE 

$ 10$ 
10 
-

15 
-

15 

$ 25 
10 
15 

$ 10 
-
10 

10 
10 
-

S 5 
-
5 

$ 25 
20 

5 

$ 10 
5 

5 

$ 10 
5 

5 

$ 15 
5 

5 

$ 10 
5 

5 

Time Deposits 

LAAD 
CARIBE 

(200) 

(200) 
-

-

-
-

-

-

-

-

- - -

200 

200 
-

100 
100 

-

200 

200 
-

300 

300 
-

300 

300 

Equity - Cormmon 
LAAD 
CARIBE 

400 
400 

-

400 
400 
-

500 
400 
100 

600 
400 
200 

700 
500 
200 

700 
500 
200 

900 
600 
300 

1,000 
700 
300 

1,200 
800 
400 

1,300 
900 
400 

1,500 
1,000 

500 

LAAD 
CARIBE 

- Preferred 400 
400 

-

400 
400 

-

500 
400 
100 

600 
400 
200 

700 
500 
200 

700 
500 
200 

900 
600 
300 

1,000 
700 
300 

1,200 
800 
400 

1,300 
900 
400 

1,500 
1,000 

500 

Agribusiness Loans 
LAAD 
CARIBE 

4,615 
4,615 

-

4,315 
3,270 
1,045 

5,955 
4,055 
1,900 

5,100 
3,005 
2,095 

7,220 
3,660 
3,560 

7,345 
4,445 
2,900 

9,590 
5,305 
4,285 

11,140 
6,360 
4,680 

12,835 
7,340 
5,495 

14,315 
8,280 
6,035 

16,075 
9,440 
6,635 

Accrued Interest Receivable 
LAAD 
CARIBE 

10 
10 
-

30 
15 
15 

40 
20 
20 

45 
20 
25 

40 
10 
30 

20 
10 
10 

55 
30 
25 

25 
10 
15 

45 
25 
20 

55 
30 
25 

60 
35 
25 

Loan Repayments 
LAAD 
CARIBE 

- AID -

-

-

-

-

195 
195 

-

390 
390 

-

390 
390 

-

390 
390 
-

1,110 
720 
390 

1,110 
720 
390 

,110 
720 
390 

1,110 
720 
390 

1,110 
720 
390 

0 

LAAD 
CARIBE 

- Other -
-

-

200 
200 

-

200 
200 

-

200 
200 

-

450 
450 

-

825 
825 
-

1,050 
800 
250 

2,000 
1,250 

750 

3,400 
1,900 
1,500 

5,200 
2,700 
2,500 

7,000 
3,500 
3,500 x 

Dividends - LAAD - 10 40 70 100 130 380 450 500 570 570 

Organization Expenses - CARIBE - 10 - - - - - - - -

TOTAL 
LAAD 
CARIBE 

,235 
$ 5,235 
, -

s 5,370 
$ 4,295 
$ 1,075 

$ 7,445 
$ 5,320 
$ 2,125 

7,015 
$ 4,485 
5 2,530 

$ 9,640 
$ 5,620 
5 4,020 

$ 9,915 
$ 6,800 
$ 3,115 

$14,210 
$ 8,655 
5,555 

$16,735 
$10,295 
$ 6,440 

$20,500 
$12,290 
$ 8,210 

$24,165 
$14,410 
$ 9,755 

$ 28,125 
$ 16,570 
$ 11,555 
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LAAD-CARIBE-PROJECTIONS
 

ASSUMPTIONS
 

1. 	 A new AID loan will be received with a 20 year term, a five
 
year grace period and an interest rate of 3%. Disbursement
 
will begin in FY 1975/76.
 

2. 	 All other long-term borrowing will be for five years at an
 
interest rate of 8%. If the a"7,ual interest rate is higher,
 
LAAD will be able to maintain on averace spread of 1.5%.
 

3. 	 LAAD will maintain an average lending rate of 9.5% and the
 
average term of sub-loans will be five years with one year's
 
grace.
 

4. 	 Preferred shares in the equity portfolio are assumed to
 
yield at 9% annual dividend beginning in year one. Common
 
stock investments yield nominal dividends for four years
 
and 10% thereafter.
 

5. 	 Capital gains are projected under the assumption that 25-30%
 

of the equity holdings are sold each year yielding a dis
counted rate of 15%. This assumption is based upon ADELA's
 
experience.
 

6. 	 Operating expenses are based upon experience and a staff
 
programed to reach nine people by 1980.
 

7. 	 No dividends on LAAD-CARIBE's Common Stock, within the
 
projection period.
 

8. 	 The bad debt reserve will not be exceeded by losses on the
 
equity and loan portfolios. Three percent of each year's
 
disbursements for equity investments and sub-loans is added
 
to the bad debt reserve by a charge against income.
 

9. 	 Additional significant amounts df managerial an technical
 
assistance will be provided to LAAD-CARIBE investment and
 
borrower companies at substantially no cost.
 



ANNEX VII
 
Exhibit 3
 
Page 1 of 5
 

LAAD-Caribe
 

Illustrative Sub-Loan Portfolio
 

DOMINICAN REPUBLIC
 

El Torito Dominicano, S.A. $100,000 loan
 

Purpose: Modernize a slaughterhouse in Santo Domingo
 
to produce processed meats for export. Cattle all come
 
from small farmers. Project will upgrade cattle business
 
and provide incentives for further production, leading to
 
value added and higher prices to farmers. LAAD will assist 
in the marketing. 

Flores Dominicanos $50,000 loan 

Purpose: Expand flower growing operation in Constanza
 
and increase production by building more greenhouses.
 
High employment and value-added factors involving a non
traditional product for export.
 

Tomato Paste Company $250,000 loan
 

Purpose: Provide new plant equipment to expand tomato
 
production for export. All produce will come from small
 
farmers and will give them a previously unavailable steady
 
market.
 

Fumigation Station $30,000 loan
 

Purpose: Build new facility to fumigate fresh fruits
 
and vegetables for export. All products grown by small
 
farmers. Now fumigated in New York, where there is high
 
damage incidence. Project will greatly reduce this wastage.
 

Styrofoam Box Plant $100,000 loan
 

Purpose: Build a new plant to produce styrofoam
 
boxes and speedling trays to package fresh fruits and
 
vegetables for export markets. Crops grown by small
 
farmers. Project will lead to a great reduction in
 
current damage (and therefore wastage) rate.
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Pineapple Processing Plant $300,000 loan
 

Purpose: 
 Build a new plant on North Coast to process

pineapple rejects for export (cut into slices, chunks;
 
make syrups, jams, and pulp). High rural employment.
 

Dehydration Plant 
 $150,000 loan
 

Purpose: Build new plant in La Veje to dehydrate

garlic, onions, and other crops for export. High direct
 
and indirect employment. The production is in place, but
 
need means to reduce wastage and tap export markets. All
 
produce from small farmers.
 

Pickle Factory $50,000 loan
 

Purpose: 
 Build new plant to process cucumbers for
 
local and export markets. Crops produced by small farmers.
 

SUBTOTAL - 8 Projects, value $1,030,000
 

HAITI
 

Tomaco, S.A. 
 $50,000 loan
 

Purpose: Expand production of vegetable processing

operation in Pond Sonde. Will process and can tomato
 
paste for local market and brine and okra for export.

All of products come from small farmers. Plant will
 
provide tractoring services for small farmers.
 

Banque de 1' Union Haitienne $400,000 loan
 

Purpose: To provide a credit line for small farmers
 
to the only private commercial bank which has rural branches.

Fills obvious systems gap, since credit for non-traditional
 
crop production is not available.
 

Fabrique de Conserved de $300,000 loan
 
Fruits et de Legumes, S.A.
 

Purpose: Build new processing facility on the South
 
Coast (Les Cayes) for vegetable and fruit canning. Will
 
mainly process tomatoes, mangos, vegetables in area where
 
there is no market for small farmer production. LAAD
 
will supply the technical assistance.
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North Coast Canning Company $300,000 loan
 

Purpose: Build new processing facility for the North
 
Coast area (Cap Haitian). Same concept and characteristics
 
as preceding one: high employment, small farmer production,
 
marketing services, value added, non-traditional crops.
 

Fabrique de Chocolat $100,000 loan
 

Purpose: Build new plant to process cocoa bean into
 
chocolate for export. All inputs are small farmer produced;
 
LAAD will handle marketing.
 

SUBTOTAL: 5 projects, value $1,150,000
 

COLOMBIA
 

Grajales Hnos $400,000 loan
 

Purpose: Expand area under cultivation in La Guajira
 
(La Union Valle) for production and export of table grapes.
 
Money for plant stock and construction of packing plant.
 
Company works with small farmers in grape business;
 
purchases and markets grapes for them. High rural employ
ment (direct and indirect) factors.
 

Cooperativa de Produccion y de Mercadeo $200,000 loan
 

Purpose: Expand production of fresh vegetables in
 
Fusagazuga for processing. Provide small and medium
 
farmers cooperative with credit to purchase seed, ferti
lizer, farm implements, and packing sheds for classifica
tion. A nearby dehydration plant urgently needs production.
 

Vegetables Secos, S.A. $200,000 loan
 

Purpose: Build new dehydration plant in Facatatira
 
to process garlic and onions, at first for local market
 
and later for export. All products from small farmers.
 
Project will lead to high direct and indirect rural employ
ment.
 

Consorcio Agropecuario de la $500,000 loan
 
Guajira, S.A.
 

Purpose: Clear 1,000 hectares of land for growing
 
vegetables and construct tomato paste processing plant,
 
almost entirely for export market. High rural employment
 
factor. LAAD will handle marketing in U.S. and introduce
 
specialized products like pizza sauce.
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Tamayo Ramirez y Cia $500,000 loan &
 
equity


Purpose: Build castor oil processing plant in
 
Western Colombia (Buenanventura) for export. Expand castor

bean production in Haila. All production comes 
from small
 
farmers; 
at present they have no marketing or processing
 
outlets.
 

Compania de Muebles 
 $100,000 loan
 

Purpose: Expand production of furniture parts in rural
 
area (Chiva) for export. 
All parts hand made; all wood
 
locally bought. LAAD will handle marketing.
 

SUBTOTAL: 6 Projects, value $1,900,000
 

JAMAICA
 

Montego Ice Company 
 $200,000 loan
 

Purpose: Enable ice company on North Coast to expand

and diversify into frozen vegetable operations, mostly for
 
export. Production from small farmers.
 

Pimento Processing Plant $200,000 loan
 

Purpose: Build plant to process pimento into pimento

oil and pimento leaf oil for export. High employment (small

farmer produced) factor.
 

Vineyards Ltd. 
 $200,000 loan
 

Purpose: 
 Enable existing company to expand production

into table grapes, largely for local market. (Grapes, a

non-traditional product, now imported). 
 High hand labor
 
(employment) factor.
 

Grace Kennedy & Co. 
 $250,000 loan
 

Purpose: Expand poultry processing and marketing

facility in rural area, for local market. 
Plant will
 
purchase chickens from small farmers and assure them of a
 
steady market.
 

SUBTOTAL: 4 projects, value $850,000
 

BELIZE
 

Citrus Company of Belize Ltd. 
 $200,000 loan
 

Purpose: Expand citrus production (thru the purchase
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of oraiqe tre-e stock) for processing and canning plant.
 

A r.on-traditional product for export. High rural employment 

(nahd labor). 

Mango Company $50,000 

Purpose: Expand production of mangos for export.
 

High rural employment. LAAD will handle the marketing.
 

Tropical Plants Company $50,000 loan
 

Purpose: Purchase greenhouses for expansion of
 

tropical plants, especially ferns, for export. High
 
employment (hand labor) of a non-traditional product.
 

SUBTOTAL: 3 Projects, value $300,000
 

PANAMA
 

$500,000 loan
Administracion, Estudios, y 

Asesoramientos, S.A.
 

Provide line of credit to a multi-purpose
Purpose: 

agribusiness development project being sponsored by the
 

Government of Panama with the specific objective of
 

developing model farms for small farmer production of
 

non-traditional products.
 

$300,000 loan
Melo y Cia 


Purpose: Assist a diversified agroindustrial company
 

to develop a new wood processing complex along the lines
 
This could be a possible
of International Wood Products. 


tie in with International Wood Products; the two companies
 
have technology which complement one another.
 

SUBTOTAL: 2 Projects, value $800,000
 

GRAND CAYMAN ISLANDS
 

$110,000 loan
Caledonian Farms Ltd. 


Purpose: Purchase boats to expand production of fish
 

and shellfish and their processing for export markets.
 

High employment, LAAD will handle marketing.
 

SUBTOTAL: 1 Project, value $100,000
 

GRAND TOTAL: 30 Projects, value $6,240,000
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INITIAL QUESTIONNAIRE 

1. Name and address of applicant. 

2. New or existing company. 

3. 	 When was business established (in case of new activity, give
estimated date of (a) formation of the company, and (b) 	ini
tiation 	of production). 

4. Purpose of Activity, principal products, and brief description 
of physical facilities. 

5. 	 Names and nationalities of principal shareholders/sponsors 
(please include curriculum vitae of principals). 

6. 	 Name(s) of key management (please include curriculum vitae
with emphasis on experience/background in applicant's 
principal activity). 

7. Present total equity. 

8. Present total debt: 
(a) less than one year; maturities, 
(b) more than one year; maturities, 

9. 	 Amount requested from LAAD:
 
Debt
 
Equity
 
Other (describe)
 

10. Projected use of funds. 

11. Total cost of project. 

12. Source of balance of funds. 

interest rates 
interest rates 
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13. Market: 
(a) 	 location 
(b) 	 total present annual sales (volume and dollars)
(c) 	 historical and projected annual growth of market. 
(d) 	 estimated percentage of total market served by ap

plicant according to product line. 
(e) estimated total annual sales after completion -if this 

project. 
(f) 	 estimated percentage of total market served by ap

plicant according to product line, after completion 
of this project. 

(g) 	 principal competition. 

14. Names of all banks with which relationship exists (include
personal accounts of sponsors; as well as corporate ac
counts); describe nature of the relationship. 

15. A brief summary of the opportunities and risks this project 
represents for LAAD 

Please enclose most current audited balance sheet and income state
ment and audited statements for three previous years of operation,
Droforna statements 

or 
in case the project is a new one and the company

is not yet in operation. 



PROJECT ASSESSMENT FORM 
(Pre-funding Analysis) 

A. Name and Description of Proposed Project: 

B. Areas of Intended Goal Impact 

Under LAAD/AID III Project 
Description of Type/Nature 

of Effect to be Produced 

Baseline Data and 
Quantitative Indicators 

-- Estimated Outputs 

Over 3-5 Yr. "Period 

Yr: 1 2 3 4 5 

1. Target Group Benefit Incidence 

a. Employment 
- Direct (as % total employment) 
- Indirect 

b. Income 
- Salaries 
- Other (benefits) - as % of total 

paid 
c. Increased Production/Productivity 

- New Methodology Imparted 
- Higher Skills Introduced 

d. Rural Development 
- Plant/Operations Located in High 

Unemployment Rural Area 
- Local Value-Added 

e. Other 
C 

C: 



2. Agribusiness 	Systems Development
 

a. New or Expanded Market Development
 
b. New, Non-Traditional Product Develop

ment
 
c. Increased Systems Efficiency/Removal
 

of Constraints-Bottlenecks
 
d. Other (e.g., 
provide specialized
 

support/assistance 
to existing/
 
future LAAD sub-projects) 

3. (Macro) Economic Benefits 

a. 
Increased Value-Added -
 Regionally/
 
Na tionally
 

b. Foreign Exchange Produced
 
c. 
Foreign Exchange Saved 
 (Import
 

Substitution) 
d. Medium-Longer Term Industry
 

Sector Growth Possibilities
 
e. 	Other (Plant-equipment supplies
 

procured largely from local
 
sources; etc.)
 

F. 	 Increased Food Production
 

C. 	Evaluation: 
 Quality of proposed project vis-a-vis achievement of above three goals.
 

0 ~q 
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LAAD/Caribe
 
initial Project Selection/Screening Criteria
 

LAAD/Caribe will make determinations of a proposed sub-project's
 
impact on the target group of rural poor and small farmers
 
according to the criteria presented below to determine if
 
minimum required conditions would exist in the sub-project
 
to assure that members of the target group will be priority
 
beneficiaries. Upon demonstration that these criteria will
 
be satisfied, LAAD/Caribe will proceed to make the more
 
somplete sub-project analysis indicated by the "Project Assess
ment Form."
 

Category A Projects (Projects Creating Significant Direct
 
Employment
 

1. Evidence that the proposed plant is or will be located
 
in an area where members of the target group exist, or that the
 
sub-project benefits of employment creation and/or other
 
indirect benefits, will be directed to an area where the target
 
group members are located; and that the members of the target
 
group, as opposed to individuals of higher incomes and living
 
standards are expected to be important beneficiaries of the
 
proposed activity.
 

2. Total incremental fixed investment per job created
 

(adjustable over time for inflation) does not exceed $7,500.
 

Category B Projects (Creation of Indirect Benefits)
 

1. Same as No. 1 above.
 

2. Evidence that the proposed project involves the
 
development, processing, or handling, etc., of typical
 
small farmer crops.
 

3. Evidence that the proposed sub-project incorporates
 
one or more of the accepted methods or linkages which assure
 
active participation of members of the target group in the
 
sub-projects economic activities.
 



LOGICAL FRAMEWORK MATRIX
 

GOAL OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSU1WTIOI 

The goal of this 
project is: 

a) to benefit a target a): i) Numbers of jobs created:
/ a) LAAD/CARIBE a) Sub-project Im

group f rural poor in 1st yr. 2nd yr. 3rd yr. subproject reports plementation time

areas where LAAD operates - Direct emplo.'nt - - tables are realized 

and - Total wages/salaries and benefits within general 

paid (excluding management) - - - expectations. 

- Number of jobs created incor

porating skill training - - - b). Agribusiness enter
prises which will be 

2) Value of Raw Agricul- stimulated to follow 

rural production supplied by small LAAD's lead (spread 

farmers to LAAD subprojects. (Tar- effect) will produce 

get data cannot be estimated before- the expected benefits 
hand; however, each yearly report to T.G. 

should show substantial increase 
over prior year. 

SUEGOAL: 1st yr. 2nd yr. 3rd yr. b) LAAD/CARIBE b). 1. Private 
b) to contribute sub- b.l) Numbers of Projects Developedl/ - - - subproject reports investors will respond 

statitially to the pro- to the deonsratlon 
motion, development 2) Value of Production/output LAAD's sub-projects 
and expansion of agri- of subprojects - - - that substantial oppor
business systems and 3) % of above representing tunities exist in ari 

enterprises in the value added - - - business activities. 

Caribbean and North 4) "Systems", or Integrated 2. No major 
Coast Area. operations aspects of sub- natural disasters, 

projects (non-quantifiable). (hurricanes, etc.) 
occur affecting 
LAAD activities. . 

Quantifiable target 0 X 

indicators are not made here 
given the nature of the 

project (ICI, with discre

tionary autonomy for sub-projects). However, 

indicators, when compiled, should show increases 
from year to year. 
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PURPOSE END OF PROJECT STATUS 	 7 MEANS OF VERIFICATION ASSUMPTIONS 

TheI purose of._> 1 a) LAAD/CA will enjoy suc
projet are: N-. -. t cessful operations as pro

~~ jected - LAAD/CA profits
 
a) tc support the a) LAAD/CARIBE , . - ' a) LAAD/CARIBE monthl strengthen LAAD parent com
expansf,-n of L7.AD's - Paid in Equity Capitalization 300 800 1,300 2,000 and quarterly re- pany. 
agribusiness develop- - Long term loans 800 2,300 3,800 6,000 ports b) No major natural disas
ment activities into - Total Investment Portfolio 1,045 2,915 4,770 7,570 ters (hurricanes, etc.) 
the Caribbean and - Net IncOme (60) (80) 5 (5) affect LAAD activities. 
North Coast areas, c) No unexpected, major 
and thereby unfavorable market swings 

occur affecting agribusiness
 
commodities produced by LAA11
 

b) to contribute b.l) LAAD,S.A. (Parent Co.) b) LAAD,S.A. quarterly b) No major losses in 
to IAAD's develop- - Paid in equity capitalization 4,450 5,500 6,300 7,300 reports; audited LAAD's total investment 
ment of a base and - New Shareholders 1 2 2 1 annual report. portfolio beyond those 
focus of operations - Total Profitability 190 300 495 575 normally to be encount
sufficient in size - Return on Net Worth 3.8 4.8 7.7 6.5 ered. Over time, 
and scope to permit - Cornnerclal Debt Secured 800 600 1,400 2,450 conditions in equity 

operating economies markets will be 
of stale, and to 2) LAAD Marketing Co. favorable for LAAD's 
attract expanding - No. of new affiliations X 1 1 1 sales of its equity 
shareholder partici- - Volume of sales ($000) ( ) ( ) ( ) ( )* markets will be favor

pation for future able for LAAD's sales 
growth. of equity investments 

and its own stock.
 

* 	 Data for this indicator will be compiled 


after first $1.OM review.
 
0 



OUTPUTS 


1) The formation of LAAD/ 
CARIBE, as a subsidiary of 
LArDb S.A. in charge of 
Caribbean operat ions, 

ativitief: 


a.sub-prject identifica-


tion, promotion and develop-
ment, implementation;op 


b. provision f technical 


assistance to sub-projects 


c. administration of an 

adequate credit system, 

including sub-project 

monitoring, to assure 

repayment of loans by 


sub-borrowers.
 

OBJECTIVELY VERIFIABLE INDICATORS 


1) Articles of incorporation 

approved; commencement of 

operations, 


a) LAAD/CARIBE sub-projects 


financed.
 

b) LAAD/CARIBE staff recommendations 


re. project assistance needed, and
 
suggested 
means of providing/
 
acquiring it.
 

c) Sub-project objectfves are 
being 

met; sub-loan interest/principal pay
ments are being received; delinquencies
 
are minimal or not excessive; payments
 
to AID on interest due are met.
 

MEANS OF VERIFICATION 


a) LAAD/CARIBE reports. 


b) LAAD/CARIBE reports, 


c) LAAD/CARIBE reports.
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ASSUMPTIONS
 

1) Policies of governents in
 
the region will continue to favor
 
and/or encourage private inves
ment in agribusiness activities
 
2) IAAD will successfully

identify and recruit highly

qualified managerial talent
 

rojuirad for 
its Caribbean
 

at ns
3) No major natural disasters
 
(hurricanes, etc.) 
occur
 
affecting LAAD sub-projects.
 

0 
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INPUTS 
 OBJECTIVELY VERIFIABLE INDICATORS 
 MEANS OF VERIFICATION 
 ASSUMPTIONS
 

I II III IV 
a) AID loan o00 80 12,300 6,000
3,200 
 a) AID Records No unexpected probb) LAAD equity counter- b) 300 800 1,300 2,000
part b) Reports of*Project Status lems in meeting


Reviews
c) S'vb-Borrower Contri- C) x implementation timex x c) LAAD Reports tables.
x 

butions 

d) Other Funds (Banks, d) x x x X 
etc.)
 

e) Technical Assistance e) x x 
 x x
 
from LAAD, LAAD share
holders, and clients. (x) = no quantifiable targets possible.
 

0 
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LOAN AUMUOIZMMC 

A.L.D. Loan no. 53G-1-004 

Povided from: FAA Section 103 ("Fod and Nutritiom) 
For, Car Ibbe"D ftgia13 LAWAD bai me Dew ----mint 

to the authority vested in the Dqpty U.S. Coordina-wNuruuant 
Alliance for Progress, by tw Foreign Assistem Act of 1961, 
as insmbd ("the At"), and M delegation of authofty Lsgud 
trewuder, I hereby authorie the eetab] I- t of a lam (aw .) 
pursuant to Seation 103 of the ct, and in f Wther of the 
Aliaoo for Progresm, to the LatLa rom Agribusmines 
Devlo1amt CorOUtion, S.A., a PnamaiAm ewyporatiom (og a-m rs) 
of not to exeed mix millLon United States dollars ($6,000,000) to 
assit in financing the United Stat.. asllm and Ia.ml mummy 
00fts of a progran ('Ptrgra) to PraVid. bong-tem flamin 
and technical assista ce for the pmattio, d mt ON& 
expansion of agribuasinm erise* md ytm with arhasiL 
on activities involving food productim ia eected mo lres of 

the Caribbean Dain and South AJwic. A& m mt not to ensgd 
the equivalent of two hundred thous United ftates dolam 
($200,000) may be used for feaibility studies and teamial 
assistance. The loan shall be subjot to the following tom d 
condiLtions , 

I. Interest and Te of Ppy!mt 

Borzer shall repay the loan to the Agency for 
International Develoamnt ('A.I.D.") vWifLn twety (20) 
years frm the date of the first dLabursmt under the 
loan, inoluding a grac period of not to eceed five (5) 
years. Borrower shall pay to A.I.D. in United States 
dollars on the disburse balance of the loan Lnterest 
at the rate of four percent (4t) per amsm. 

II. Source and Oriqln
 

ools, services (ecept for ooean shipping) and mariej 
insuranoe financed =e&r the loan shall hae their s oe 
origin in countries of the proat area or in oomtuie 
inclded in Code 941 of the A.I.O. Goqrai Code Dek. 
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Marine insuranoe may be financed under the loan onlyif it is obtained on a co titive basis and any claims
thereunder are payable in freely -onvertible cmrrmncies.Ocean shipping financed under the loan shall be procured
in any country included in Code 941 of the A.I.D.
ceographic Code Book, excluding the ooumtry of the role
vant sub-borrower.
 

III. Local Currency Costs 

United States dollars utilized under the loan to finance
local currency oosts shall be made available pursuant
to procedures satisfactory to A.I.D.
 

IV. Conditions Precedent
 

A. Prior to the first disburseant or to the issuamce ofthe first letter of oommitment documents under the
loan, the Borrower shall, except as A.I.D. may other
wise agree in writing, furnish to A.I.D., in form
and substance satisfactory to A.I.D., the following: 

1. a plan for the objective and comprehensive

review of all investments and subloans 
proposed to be ma6e by Borrower or any
Caribbean subsidiary of Borrower to assure 
that such proposed activities are econo
mically justified and technically sound:
 

2. a plan for the evaluation of proposed sub
project activities by the Borrower or any
Caribbean subsidiary of Borrower under the
Program to assure that such proposed 
activities will produce economic benefits,

benefits to rural poor in areas where the 
proposed activities will be located, and
contribute to the development of agribusi
ness systems or enterprises. 

3. a statement by Borrower and any Caribbean
 
subsidiary of Borrower setting forth the
eligibility criteria and procedures each will 
follow in authorizing and administering
 
investments and subloansi 
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4. 	 a statement by BorrOwer and any Caribbean 
subsidiary or affiliate of Borrower setting 
forth the standards and vrocedures each will 
follow in providi:ag technical assistanc e to' 
clients 

5. 	certified copies ot the corporate charters
 
and 	by-laws of Borrower and of any Caribbean 
subsidiary of Borrower, duly authorlzed by 
the 	respective Boards of Directors of each, 
which corporate charters, unless A.I.D. other
wise agrees in writing, chall restrict the 
activities of Borrower and of any Caribbean 
subsidiary of Borrower to the following 
countries: Dominican Republic, Jamaica, Haiti, 
Panama, Belize, Guyana, Colombia and the island 
countries of the Lesser Antilles other than 
Barbados, Trinidad and Tobago and the Netherlands 
Antilles.
 

6. 	 a certified copy of the resolution of the 
Borrower's Board of Directors authorizing 
and directing Borrower to contribute a 
minimum of $2.0 million acquired from 
equity capital paid in to the Borrower, to 
the capital of the Caribbean subsidiary for 
the program; 

7. 	 an opinion or opinions of counsel, acceptable 
to A.I.D., that Borrower and any Caribbean 
subsidiary of Borrower, have taken all or
porate and legal action required under the 
laws of the countries in which they propose 
to do business in order to fulfill their 
obligations under the loan and to implement 
the Program effectively; 

8. 	 certified copies of the operating policies
 
of Borrower and of any Caribbean subsidiary
 
of Borrower, which policies shall include but
 
not 	necessarily be limited to:
 

(a) an administrative and technical staffing
 
plan of any Caribbean subsidiary; 

(b) policies controlling the divestment of 
equity investments to be made in enter
prises financed with funds made available
 
under the Program
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9. a plan for the periodic audit of eublormns 
made by Berrmr and any subsidiary of 
Borrower;
 

B. 	 Prior to the Borrower's making comitments Involving 
more than the equivalent of es million United State 
dollars ($1,000,000) of loan funds, and thereafter 
vhen succesmive Contments totalling one mMlliOe 
United States dollars ($1,000,000) of loan fumk 
have occurred, A.I.D., Borromer and its Caribbean 
subsidiary shall hold a joint review of the progress 
of the Program. 

V& Covenants 

A. 	 Except as A.I.D. otherwise agrees in writing, neither 
Borrower nor any subsidiary of Borrower shallt 

1. utilize A.I.D. loan funds or any repaymats 
of principal from sub-loans mais from A.I.D. 
loan funds to pay administrative or oparatiat 
expenses of Borrower or of any subsidiary of 
Borrower; 

2. 	permit A.I.D. funds to be used to finance any 
subproject or to make sub-Loans to any sub
borrower in excess of the equivalent of two 
hundred thousand United States dollars ($200,000); 

3. 	 make sub4oanus with repayment terms of less 
than three (3) years; 

4. 	 oak* or permit any Caribbean subsidiary of 
Borrower to wake sub-loans or investamts with 
A.I.D. loan funds, which asb-loana or ivestmmts 
at any time, exceed three (3) times the total 
of sub-loaais or investments financed frm 
capital paid in by Borrower to the Caribbeas, 
subsidiar) ; 

5. 	 make sub-loans to or equicy investments in 
business or other activities in which any 
shareholder, officer or employee of Borroer 
or of any subsidiary of Borrcvur has an equity 
interest or any interest through a licising, 
royalty, or distributorship agreenent; 
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6. 	make sub-loans from A.I.D. funds for working

capital, except for financing costs of raw
 
materials (inventory);
 

7. 	maintain a reserve for bad debts of less 
than three percent (3%) of its total sub
loan portfolio; 

8. appoint as manager of Borrower's Caribbean
 
subsidiary a person whose appointment has not
 
been approved in advanca by A.I.D. in writing;
 

9. 	declare or pay dividends on shares of its
 
comion stock; or
 

10. 	 declare or pay dividends on either como 
or
 
preferred shares from sources other than
 
accrued earnings and after reserves for bed
 
debts;
 

11. incur any indebtedness for a term exceeding
 
one (1) year without the prior approval of
 
A.I.D.;
 

12. incur any indebtedness which would enjoy a
 
position superior to the obligation incurred
 
under the A.I.D. loan;
 

13. 	 amend or modify its corporate charter, by-laws
 
or operating plans or undergo any type of
 
corporate reorganization.
 

B. Repayments of principal from A.I.D. funded sub
loans may be used only for those purposes for which
 
the 	A.I.D. loan funds were originally made available.
 

VI. 
Other Terms and Conditions
 

The loan shall be subject to such other terms and conditions
 
as A.I.D. may deem admirable.
 

LA/DR:ELijewski :afh: 5/29/75
 

Deputy U.S. Coordinator
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country: project no: 
LA Regional 598L005 

CPI NARRAT.TI VE 

project title: 

LAAD/CARIBE 
date: 
/25/75 / revision # 

prod: 

1. 12/31/75 Loan Agreement Signed. 

2. 6/30/76 Terminal Date for Satisfying CPs. 

3. 10/31/76 LAAD Commitment of $1.0 million of AID 
funds. Joint AID/Borrower progress review 
held prior to AID release of additional 
funds. 

4. 1/31/77 LAAD/CARIBE has hired a financial analyst. 

5. 4/30/77 LAAD commitment of additional $1.0 million 
of AID funds. Joint AID/Borrower progress 
review held prior to AID release of 
additional funds. 

6. 7/31/77 Annual Evaluation of Project Achievement 
against logical framework targets. (This 
exercise will also determine if specific 
target indicators expected for performance 
in the next period can be set.) 

7. 9/30/77 Ditto No. 5 above. 

8. 2/28/78 Ditto No. 5 above. 

9. 6/30/78 Annual Evaluation, as per No.. 6 above. 

10. 7/31/78 Ditto No. 5 above. 

ll. 12/31/78 Ditto No. 5 above. 

12. 6/30/79 Final Evaluation.
 

" *1. 
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!I'AFT LOAN AGREEMENT PROJECT DESCRIPTION ANEX
 

THE PROJECT
 

The Borrower is 
the Latin American Agribusiness Development

Corporation, S. A. (LAAD). 
 LAAD develops and finances small and medium
sized Latin American agribusiness or agribusiness related ventures
with high growth potential and with emphasis on development of the
marketing capabilities of the companies it supports.
 

The resources to be made available under this project will allow
LAAD, an entrepreneurial investment corporation, to create a Caribbean
subsidiary to 
promote, finance and implement agribusiness enterprises in
the Caribbean and the Latin American North Coast areas. 
These businesses
 are expected to produce significant economic impacts (increases in
value-added and foreign exchange earnings), benefit a target group of
small farmers and other rural poor (through purchases of small farmer
production and other employment generation effects), 
and contribute to
tile 
development of increasingly efficient agribusiness operations
(through emphasizing the elimination of bottlenecks in the integrated
farm to market system). The proposed undertaking in the Caribbean and
the Latin American North Coast area and LAAD's Central American program
will be mutually reinforcing, serving over 
time to promote intra and
inter- regional trade and exchanges of experience. The proposed expansion
of LAAD's activities will also allow LAAD 
to extend more effectively those

services it now provides to its clients 
in the fields of marketing,
 
technology, and finance.
 

The goals of this project are to benefit the poor in 
areas where
LAAD operates and 
to contribute substantially 
to the promotion,
development, and expansion of agri-business systems and enterprises

Caribbean and the Latin American North Coast area. 

in
 
Achievement of the
project goal will be possible through an approach of identifying and
addressing deficiencies and constraints in agricultural production,


processing, distribution, and marketing systems and applying selectively
capital, management, training, technical and financial assistance to
improve the functioning of elements of those systems. 
 The primarily

non-traditional agribusiness enterprises to be promoted under this project
will result in the creation of substantial 
new rural and non-rural

employment opportunities and 
other benefits.
 

A major conceptual premise of 
the LAAD approach to agribusiness
development is that 
it should cover a representative area of Latin America
in order 
to marshall the financial and technical 
resources necessary to
allow LAAD to reach its potential as a specialized development finance
 company engaged in high risk, non-traditional agribusiness ventures.

Therefore, a major LAAD objective, and a gcal of 
the proposed project,
is the replication of its successful Central American experience in

other Caribbean and Latin American countries.
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The purpose of this project is: a) to support the expansion of
 
LAAD's agribusiness development activities into the Caribbean and the
 
Latin tAlerican North Coast area and b) thereby to contribute to the
 
development of LAAD as an agribusiness development organization with a base
 
and focus of operations sufficient in size and scope to facilitate
 
operating economies of scale and to attract expanding shareholder and
 
affiliate participation in LAAD programs.
 

It is estimated that 
some 40 sub-projects largely comprising food
 
production, processing, packaging, and storage operations, will be
 
financed during the three year AID loan disbursement period and that
 
this number will increase to 120 sub-projects over the life of the
 
project. Similarly, it is estimated that the project would directly
 
create some 5,800 jobs during the first round and a total of 17,000
 
jobs by the end of the project's life.
 

The priority beneficiaries of the proposed project will be the rural
 
poor in areas where LAAD sub-projects will operate. This target group
 
will be composed largely of rural landholding small farmers and landless
 
workers. LAAD Caribe's approach to reaching the target group is to
 
strengthen the market outlets for the products of small farmers and
 
through the establishment of such facilities as 
fruit and vegetable
 
processing plants offer them feasible opportunities to move from
 
traditional to higher value crops. 
 LAAD Caribe will also develop labor
 
intensive agroindustries utilizing rural workers (such as seeds and
 
floral 
products and such highly technical crops as mushrooms). It is
 
not expected that LAAD Caribe with its small staff will work directly

with small farmers. Rather LAAD Caribe will complement AID and other
 
international lending institutions loans involving rural infrastructure
 
and direct small farmer credits.
 

Direct LADD commitments in the Caribbean and Latin American North
 
Coast areas are estimated to be no less than $8.0 million over the next
 
three years. $6.0 million of this amount would come from the AID loan
 
and $2.0 million from LAAD's capital. Other resources will be sought
 
(EximBank, OPIC, commercial banks) in direct support of specific
 
sub-projects as appropriate.
 

Conservatively estimated, the proposed program will provide a
 
total additional investment of approximately $35.2 million over the three
 
year draw down period of the AID loan as shown below:
 

Source Amount 
 Purpose
 

AID $6.0 million Loans and equity. Foreign
 

exchange costs (Area Code
 
941) of goods and services;
 
local procurement and con
struction costs.
 



ANNEX XIV
 

Page 3 of 3
 

Source Amount Purpose 

LAAD $2.0 million Primarily equity investments 

Private $11.2 million Land acquisition and 
Investors working capital. 

Other loans to sub
projects $16.0 million Long term borrowings 

from other development 
banks and commercial 
bank financing of working 
capital needs covering pro
duction, inventory, and 
export shipments. 




