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Dear M r .  Ke l ley :  

It i s  our pleasure t o  submit t h i s  r e p o r t  on an eva luat ion o f  the 
Agribusiness Employment and Investment Promotion Pro jec t .  

The eva luat ion focused on t he  sub-loans made by the L a t i n  American 
Agribusiness Development Corporation de Centroamerica (LAAD-CA) under 
AID Loan Number 596-T-017, author ized a t  a l e v e l  $6 m i l l  ion .  

The assignment had a dura t ion  o f  18 days dur ing which t ime i n t e r -  
views were undertaken w i t h  LAAD-CA, i t s  borrowers under t h i s  loan, and 
ROCAP. It should be po in ted ou t  t h a t  the  depth of the conclusions and 
recommendations reached was c i rcumscr ibed somewhat by the b r e v i t y  o f  
t he  ass-igi riicnt. 

Checchi and Company undertook two previous eval ua t i o n s  o f  LAAD-CA 
i n  1974 and 1977. M r .  Ronald Ivey, t he  eva luator  o f  t h i s  loan, p a r t i c -  
i pa ted  i n  both  evaluat ions.  

We be1 i eve  t h i s  r e p o r t  w i l l  p rov ide you w i t h  the  in format ion 
requested i n  the  terms o f  reference f o r  t h i s  assignment. I t  has been 
a pleasure t o  serve you. 

Sincerely,  
. '  ! 

, : ! .  .i . i j .. 8 

~ o h a l d  J .  Ivey 
Senior Devel opment Economi s t  
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CARD I NSA 

CB I 

GDP 

INTERMATRA 
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ABBREVIATIONS 

Cardamomera Internacional  , S. A., a Guatemal an 
cardamom export  f i  r m  

Caribbean Basin I n i t i a t i v e  

Gross Domestic Product 

I n te rna t i ona l  Marit ime Trade, Inc., a 
Panamanian shrimp export  f i  r m  

L a t i n  American Agribusiness Development 
Corporation headquarters, Coral Gab1 es , 
F l o r i d a  

LAAD's Central American reg iona l  o f f i c e  1 ocated 
i n  Guatemala 

LAAD's Caribbean regional  o f f i c e  i n  Santo 
Domingo, Dominican Republ i c  

Promociones de Exportacion, S e A e ,  a Guatemalan 
sesame seed export f i r m  

Regional O f f i c e  f o r  Central Pmerican Programs, 
Agency f o r  In te rna t iona l  Development, Guatemala 



TERMS OF REFERENCE 

AID/ROCAP set  f o r t h  the f o l l ow ing  scope o f  work f o r  t h i s  evaluation: 

1. Review LAAD-CA'S procedures for  i d e n t i f y i n g  and assessing poten- 

t i a l  sub-loans, inc lud ing  analysis o f  t he  technical  , f i n a n c i a l  and r i s k  

c r i t e r i a  taken i n t o  account i n  determining sub-loan f e a s i b i l i t y .  

2. I d e n t i f y  prcblems and cons t ra i n t s  a f f e c t i n g  p r o j e c t  imple- 

mentation, 

3.  Assess t h e  extent  t o  which progress toward the p r o j e c t  goals i s  

being at ta ined,  w i t h  p a r t i c u l  a r  a t t e n t i o n  t o  t he  outputs estab l  i shed i n  

the Pro jec t  Paper. 

4. Recommend appropr iate changes t o  improve p r o j e c t  implementation. 



CONCLUSIONS 

1. LAAD-CA's procedures f o r  i d e n t i f y i n g  po ten t i a l  sub-borrowers 

have been l i m i t e d  t o :  (a)  approaching previous borrowers whose loan 

repayment record i s  we1 1-established; (b)  by  r e f e r r a l  from a l o c a l  o r  

i n t e rna t i ona l  back. Given the p o l i t i c a l  and economic condi t ions which 

c u r r e n t l y  ex i  s t  i n  Central America, we f i n d  these procedures adequate. 

2. The company's procedures f o r  assessing po ten t i a l  sub-barrowers 

are wel l -es tab l  ished and are one o f  t h e  s t rong features o f  LAAD-CA's 

operation. I n  a d d i t i o n  t o  i t s  ca re fu l  assessment, LAAD-CA loaned t o  those 

capable o f  p r o v i d i  ng strong c o l l  a t e ra l  o r  guarantees, usua l l y  150 percent 

o f  t he  loan value. 

3. LAAD-CA has faced considerable external  problems and cons t ra in ts  

which have a f f ec ted  p r o j e c t  imp1 ementation : worsened regional  business 

condi t ions,  f o re i gn  exchange shortages, and nat iona l  i zat ion  o f  i t s  

Nicaraguan p o r t f o l  io .  LAAD-CA presen t l y  has a delinquency r a t e  of 31 

percent f o r  i t s  o v e r a l l  p o r t f o l i o .  None o f  the  loans evaluated were i n  

de fau l t ,  bu t  one may have t o  be rescheduled i n  November 1983. 

LAAD-CA s t a f f  t ime has been used t o  reso lve these problems, and i t s  

a b i l i t y  t o  make new sub-loans h3s been somewhat reduced. 

4. I n  t he  two years s ince Loan 596-T-017 was ef fec ted,  on l y  four 

sub-loans have been disbursed, w i t h  fou r  sub-loans scheduled f o r  d i  s- 

bursement by December 1983. These e i gh t  i n i t i a l  sub-loans t o t a l  $3,7 

m i l l  i o n  f o r  an average loan s ize  o f  $462,500, 

5, There has been s a t i s f a c t o r y  progress toward the attainment of 

p r o j e c t  goals g iven t h e  business environment i n  which LAAD-CA has been 

,operating. The consul tant  could not  p r o j e c t  t h e  impacts o f  t he  sub-loans 

w i t h  prec is ion,  but ,  based on in format ion and data provided, i t appears 

t h a t  the  l i k e l y  impacts w i l l  be strongest  i n  fo re ign  exchange earnings and 

GDP increases. Income impacts, based on independent producer purchases, 



appear t o  be very good, but  i t  was impossible t o  est imate w i t h  accuracy 

t h e  number o f  small farmers s e l l  i ng  t o  LAAD-CA's sub-borrowers. The 

lowest impact i s  1 i k e l y  t o  be i n  p l an t  employment and income. 

6. Exhaustive ana lys is  o f  t he  sub-borrowers' f i n a n c i a l  repor t ing  

was no t  poss ib le  w i t h i n  the l i m i t s  permit ted by the  timeframe o f  the  

assignment; however, accounting records appeared t o  be i n  good order and 

i n  accordance w i t h  acceptable accounting standards used i n  Cen.tra1 

Ameri ca. 

7. LAAD-CA's present s t ra tegy  i s ,  according i t s  management, t o :  

( a )  drawdown qu i ck l y .  t he  remainder o f  the  AID loan w i t h  sub-loans t ha t  

meet p ro j ec t  ob jec t i ves  (small  farmer purchases, r u r a l  empl oyment 

creat ion,  o r  non- t rad i t i ona l  exports) ;  ( b )  continue t o  be ac t i ve  and 

v i s i b l e  i n  agribusiness; ( c )  cont inue t o  maintain cash f low, l i q u i d i t y  and 

bad debt reserves by working w i t h  Central Banks t o  rece ive d o l l a r  pay- 

ments from sub-borrowrs; (d)  maintain p r o f i t  1 eve1 s and thereby cred i -  

b i l  i ty  w i t h  i n t e rna t i ona l  1 enders; (e )  avoid fo re ign  exchange problems by 

concentrat ing on export loans w i t h  a shor t  turnover on the funds and 

r e t e n t i o n  arrangements i n  the  U.S., and by making loans i n  Panama (which 

uses the U.S. d o l l a r  as i t s  currency);  and ( f )  be prepared t o  make term 

loans i n  the  fu ture .  

G i  ven the present condi t i  ons i n  Central America, t he  consul t an t  

agrees w i t h  t h i s  strategy.  

8. LAAD-CA has managed t o  keep i t s  s t a f f i n g  small wh i le  maintain ing 

t he  h igh  q u a l i t y  o f  i t s  operations. A l l  sub-borrowers s ta ted  complete 

s a t i s f a c t i o n  w i t h  t h e i r  re1 a t ionsh ip  t o  LAAD-CA and the r a p i d i t y  w i t h  

which i t  processes and disburses loans. Because o f  these fac tors ,  LAAD-CA 

occupies a unique niche among banks lend ing t o  agribusinesses i n  Central 

America. Much o f  LAAD-CA's success can be a t t r i b u t e d  t o  i t s  President, 

Mr. Tom Mooney, whose considerable energy has gone t o  reso lve the problems 

which accompany managing a lend ing i n s t i t u t i o n  a t  a c r i t i c a l  time. 



9. LAAD-CA's i n t e r e s t  r a t e s  a r e  viewed as good t o  ve ry  good 

dependi ng on t h e  count r y e  Compared t o  AID-provided Caribbean Basin funds 

a v a i l a b l e  a t  19 percent  i n  Honduras and 23 percent  i n  Costa Rica, LAAD-CA 

loans a t  12 t o  13.5 percent  a re  considered very  a t t r a c t i v e .  Favorable 

terms a r e  made p o s s i b l e  because P.ID' s f i x e d  i n t e r e s t  r a t e  a1 1 ows LAAD-CA 

t o  l end  a t  a f i x e d  r a t e  w h i l e  o t h e r  banks a re  app ly ing  v a r i a b l e  rates. 

10. LAAD-CA i s  a usefu l  channel th rough which AID/ROCAP can d i r e c t  

funds t o  b e n e f i t  t h e  p r i v a t e  sec to r  i n  Cent ra l  America. I t s  opera t ions  

complement we1 1 A I D ' S  Caribbean Basin I n i t i a t i v e  i n  Centra l  America. 



Par t  I 

BRIEF DESCRIPTION CF LAAD 

The L a t i n  American Agribusiness Development Corporation, S.A. (LAAD) 
was incorporated as a p r i v a t e  investment and development corporat ion i n  

1970. I t s  shareholders are 1 eadi ng i ndus t r i  a1 and f i nanc ia l  corporat ions 

w i t h  substant ia l  c o n i  tments t o  agr ibusiness development i n  L a t i n  America. 

LAAD's headquarters i s  1 ocated i n  Miami w i t h  subs id iary  operat ions i n  

Central America (LAAD-CA) and t he  Caribbean (LAAD-Cari be). LAAD-CAI s 

o f f i c e s  a re  located i n  Guatemala City, and LAAD-Caribe i s  located i n  Santo 

Domingo, Dominican Republ i c ,  w i t h  a branch o f f i c e  i n  Bridgetown, Barbados. 

Thi s eval u a t i  on deal s excl  us ive l  y w i t h  LAAD-CA. 

The purpose o f  LAAD i s  t o  f inance small-  and medium-sized ag r i -  

businesses which would increase employment and income o f  t he  r u r a l  poor i n  

L a t i n  America. 

The $6 m i l l i o n  loan evaluated i n  t h i s  r epo r t  i s  the f i f t h  such loan 

made by AID t o  LAAD. A I D  has provided $29 m i l l i o n  through unsecured 'icans 

i n  1971, 1975, 1976, 1980 and 1981. Thsse loans are payable i n  increasing 

semi-annual d o l l a r  ins ta l lments ,  and they bear 3 percent tx 4 percent per 

annum. LAAD has made i t s  payments t o  A I D  on time, reducing i t s  debt t o  

$17.2 m i l l  ion. 

At the  end of 1982, LAAD's consol idated balance sheet stood as 

f o l l  ows : 



M i l  l i o n s  Percent 

Assets: 

Cash 
Time deposi ts 
Narketabi e secu r i t i e s  
Loans 
Equi ty  
Accrued i n t e r e s t  and div idend 

rsce ivab le  
Less: bad debt a1 lowances 
Other assets 

Total  Assets : $ 41.9 100.0 

Loans payable t o  banks $ 13.9 33.2 
Accrued i n t e r e s t  and other  
l i a b i l i t i e s  1.0 2.4 

Loans from A I D  17.2 41.1 
Stockholders' Equi ty  9.8 23.3 

$ 41.9 100 . 0 

LAAD funct ions as a p r o f i  t-making p r i v a t e  business, earning $1.5 and 

$1.4 m i l l i o n  L1 i n  1982 and 1981. 

As o f  October 1, 1983, LAAD-CA had 52 loans i n  i t s  p o r t f o l i o  w i t h  an 
outstanding balance o f  $14.5 m i l  l i o n .  Appendix A contains a complete 

1 i s t i n g  o f  a1 1 loans i n  LAAD-CA's cu r ren t  p o r t f o l i o .  Notable are 28 

de l  inquent loans i n  the  amount o f  $3.3 m i l l  ion. These del inquencies ex- 

c l  ude 1.2 m i l  1 i o n  quetzales 9 held  i n  r e s t r i c t e d  accounts i n  Guatemal a 

pending redemption o f  t h e  do1 1 a r  bonds. 

The loans i n  the  p o r t f o l  i o  were d i s t r i b u t e d  as fo l lows by country and 

a c t i v i t y .  

11 LAAD's earnings are no t  subject  t o  U.S. taxes. - 
2 1  One quetzal equals US$1.00. - 



E x h i b i t  1-1 
PORTFOLIO SUMMARY 

Outstanding Bal ance 
(Mi 11 ions)  Percent 

1. Bycoun t r y  

Guatemal a 
Costa Rica 
Honduras 
Nicaragua 
E l  Salvador 
Panama 

2. By A c t i v i t y  

T rad i t iona l  - coffee, sugar 
Farm inpu t  s/machi nery 
Fi nancial i n s t i t u t i o n s  
L i  vestock/poul t r y  r a i s i n g  
L i  vestoc k/poul t r y  processing 
Shrimp 
Fl owers/ornamental p l  ants 
Cardamom 
Rubber 
Wood p roduc t s / f u r t i  t u r e  
Seed/oi 1 processing 
Food processing 
Vegetable/f r u i  t farming 
M i  scel 1 aneous 
Subtotal : 

E l  Sal vador government bonds 1.2 8.3 

Nicaragua port fo1. i  o - 2.5 - 2/ -- 17.2 

1/ Guatemalan borrowers have repaid $1.2 m i l l  i on  i n  quetzales - 
which are he ld  i n  r e s t r i c t e d  accounts. These funds w i l l  
be redeemed f o r  dol l 'ars and paid t o  LAAD-CA by the Banco de 
Guatemala as LAAD-CA disburses new d o l l a r  loans t o  Guatemalan 
borrowers. 

21 Cur ren t l y  frozen, but  not  considered as delinquent. - 



Par t  I 1  
LAAD-CA ' S PORTFOLIO 

UNDER LOAN 596-T-017 

A t o t a l  o f  e i g h t  sub-loans have been made by LAAD-CA under the sub- 

j e c t  $6 m i l l  i o n  loan  which A I D  extended i n  1981. About 60 percent o f  t h e  
funds have been committed. Disbursements have been made on four- sub- 

loans. The average s ize  o f  the  sub-loans i s  $462,500. 

Appendix B conta ins  sumnaries of each o f  the  sub-borrowers. 

Exh ib i t  11-1 
SUB-LOANS UNDER LOAN 596-T-017 

October 1, 1983 

DISBURSEMENT 
COMPANY AMOUNT TERMS DATE ACTIVITY 

Guatemal a 

Cardamomera $ 400,000 --- - 11 Cardamom se lec t ion  
International and export 
S.A. (CARDINSA) 

Indus t r i  as 300,000 --- - 11 Sesa~ne decor t ica t ion  
Sesamo and export 

PROEXPORT 250,000 --- 11 Sesame decor t ica t ion  
and export 

Honduras 

Citacamas 1,000,000 2 07/07/83 Slaughtering and meat 
Internaclonal  export 
S.A. 

Costa Rica 

American Flower 400,000 09/07/83 Flower growl ng and 
export 

Panama - 
Proveedora 350,000 05/31/83 Shrimp catching, 
International processing, and export 
de Marlscos 

INTERHATRA 300,000 04/30/82 Shrimp catching, 
processing, and export 

Empacadora 700,000 - - 1 Poul t ry  ra is ing ,  
Avicola processing and 

r e t a i l  i n g  
TOTAL 

AVERAGE LOAN 
SIZE $ 462,500 

I/ Not y e t  dlsbursed. 
$600,000 disbursed. 



Part  I 1 1  

LAAD-CA PROCEDURES FOR IDENTIFYING AND 

ASSESS I NG POTENTIAL SUB-LOANS 

A. I d e n t i f i c a t i o n  

LAAD-CA has used two means t o  i d e n t i f y  po ten t i a l  borrowers o f  A I D  

loan funds: 

e By approaching previous borrowers ( I ndus t r i as  Sesamo, PROEXPORT, 

Catacamas Internat ional /Grupo Agrodinamica, American Flower, 

Grupo Me1 o , CARD1 NSA) ; 

o By r e f e r r a l  from a l o c a l  o r  i n t e rna t i ona l  bank. 

Indus t r ias  Sesamo f i t s  bo th  categories. I n  operat ion since 1967, i t  

had regu la r l y  re1 i e d  upon a 1 i ne  o f  c r e d i t  from the Bank o f  Chicago. When 

t h a t  bank decided t o  reduce i t s  Central American exposure, i t  suggested 

t h a t  the company contact  LAAD. Since then LAAD has provided Indus t r ias  

Sesamo w i t h  fou r  loans: a $350,000 term loan and three working c a p i t a l  

1 oans . 
PROEXPORT had not received a loan before, bu t  o ther  companies owned 

and con t ro l l ed  by PROEXPORT'S major shareholder prev ious ly  borrowed 

$960,000 from LAAD-CAW 

The loan t o  Catacamas In te rna t iona l  was t he  seventh LAAD-CA loan t o  

t h e  San Jose-based Grupo Agrodinamica. Previous 1 oans t o t a l  1 ed $1.4 

m i l l i o n .  

American Fl  ower prev ious ly  had received f i v e  LAAD-CA 1 oans. Further-  

more, LAAD was a shareholder u n t i l  1978 i n  American Flower Shippers, S.A.9 

a Panamanian t r ad ing  company owned by t he  major shareholder o f  American 

F l  ower. 



CARDlNSA prev ious ly  had borrowed $400,000 from LAAD-CA t o  purchase 

the  1982/83 car~amom crop. The o r i g i n a l  contact  between CARDINSA and 

LAAD-CA was suggested by LAAD-CA' s at torney.  

The Melo Group i n  Panama City, a l a r g e  v e r t i c a l l y  in tegra ted  chicken 

ra i s i ng ,  processing, who1 esal i n g  and r e t a i l  i ng  operat ion prev ious ly  had 

borrowed $975,000 from LAAD-Caribe. 

Only two o f  the  e i gh t  loans evaluated, -- INTERMATRA and Proveedora 

In ternac ione l  de Mariscos, were new LAAD-CA borrowers. Both o f  these had - 
been re fe r red  by Banco I n d u s t r i a l  y Comercial, a Panama C i t y  bank. 

I n  add i t i on  t o  the  f a c t  t h a t  most o f  t he  borrowers had previous 

experience w i t h  LAAD, t h i s  group o f  borrowers a1 so had considerable per- 

sonal and company net  worth w i t h  which t o  guarantee t he  repaymmt o f  t he  

loans. LAAD's 1 ending pol i c y  requ i res  c o l l a t e r a l  o r  guarantees which 

equal 150 percent o f  t he  loan. 

I n  summary, LAAD-CA has r e l i e d  s t rong ly  on previous borrowers t o  move 

these loan funds. No easy answer e x i s t s  as t o  whether these loans, a l l  t o  

fi rms w i t h  substant ia l  f i nanc ia l  backing , co l  1 a te ra l  , and guarantees, were 

incremental. The consul tant  du r ing  t h i s  b r i e f  eva luat ion was unable t o  

c a r r y  ou t  an in-depth ana lys is  o f  the  matter. He be1 ieves, based on h i s  

knowledge o f  t h e  present Central h e r i c a n  f i nanc ia l  s i t ua t i on ,  t h a t  a 
substant i  a1 number o f  t he  1 oans were incremental. 

B. Assessment 

The consul tant  evaluated the  procedures f o r  assessing sub-borrowers 

i n  a previous eva luat ion and found them t o  be sa t i s fac to ry .  LAAD-CA's 

review and approval procedure has not  changed s u b s t a n t i a l l y  s jnce our l a s t  

eva luat ion i n  1977. 

The procedure e n t a i l s  a quick, in-depth review o f  the  apy'l i c a n t ' s  

operat ions and exparience w i t h  o the r  1 enders. The appl i c a n t  pa r t i c i pa tes  



d i r e c t l y  i n  the  review by p rov id ing  in format ion,  assumptions and pro- 

jec t ions.  

The p r o j e c t  ana lys is  covers.: (1) adequacy of management, ( 2 )  ava i l -  

a b i l i t y  of raw mate r ia l  silppl ies,  (3) existence o f  a re1 i a b l e  market f o r  

t he  f i n i shed  product, ( 4 )  the existence of adequate t ranspor ta t ion,  ware- 

housing and hand1 i n g  services, (5)  techn ica l  soundness, (6) p r o f i t a b i l i t y ,  - 
and ( 7 )  abi  I i t y  t o  repay (cash f lows analys is )  . 

Informat ion i s  co l lec ted  on t h e  f o l l ow ing  forms: 

Pro jec t  Proposal. A b r i e f  memorandum prepared a f t e r  the f i r s t  

contact  w i t h  a prospect ive '  c l  i en t .  

I n i t i a l  Questionnaire. A form prepared by the  loan o f f i c e r  upoc 

which t he  dec is ion t o  proceed w i t h  the p ro j ec t  i s  based. 

Format f o r  Investment Proposal s e t t i n g  f o r t h  (a )  borrower, ( b )  

loan  amount, ( c )  purpose, ( d )  term, (e)  i n t e r e s t ,  ( f )  secur i ty ,  

(g)  condi t ions,  (h )  p r o j e c t  desc r ip t ion ,  and ( i )  f i nanc ia l  

statements. 

Bank Reference Request 

P ro jec t  Assessment Form i n d i c a t i n g  (a)  borrower, ( b )  locat ion,  

( c )  a c t i v i t y ,  (d )  t a r g e t  group impact (employment, technology, 

foreign exchange, income , p r o d u c t i v i t y  , consumption, (e)  na- 

t i o n a l  economic impact, ( f )  agribusiness systems development, 

(g )  r u r a l  devel opment , (h)  envi  ronmental considerat ions.  

Investment Proposal and Pro jec t  Assessment forms were simi 1 a r  t o  

those made avai 1 abl e t o  the  consul t a n t  dur ing previous eval uations. 

According t o  respondents, LAAD-CA s t a f f  spent four  t o  t en  days w i t h  the  

borrowers developing these appl i c a t i  ons. The analyses reviewed by Checchi 

were complete and matched in format ion co l l ec ted  i n  our in terv iews.  Finan- 

c i a l  p ro j ec t i ons  appeared we1 1 -founded. One p ro j ec t  ( INTERMATRA) funded 

7 



under t h i s  loan i s  i n  d i f f i c u l t y .  Three had losses o r  weak earnings l a s t  

year (Catacamas, Proveedora In ternac iona l  de Mari scos, PROEXPORT), bu t  

they reported strong p r o f i t s  t h i s  year. 

The completed forms are reviewed by company o f f i c i a l s ,  the  LAAD-CA 

President, and the  LAAD President, p r i o r  t o  t h e i r  review by t he  Loan 

Comi  t t e e  members, The Loan Comi  t t e e  meets every quar ter ;  however, 

urgent loan requests can be approved by telephone, The President o f  LAAD 

can approve loans o f  $300,000 o r  1 ess wi thout  forwarding these appl i- 

cat ions  t o  the Committee. 

Tine consu l tant  be l ieves the  assessment process i s  one o f  t he  strong 
po in t s  o f  the  LAAD-CA operation. The in format ion developed exceeds t h a t  

which would be developed by a commercial bank i n  t h a t  the  commercial bank 
genera l ly  stresses c o l l a t e r a l  . Further, i  t a1 lows a d i r e c t ,  personal 1 i n k  

t o  be forged between LAAD-CA and the  borrower. This personal re1 a t ionsh i  p 

enhances t h e  1 i ke l  i hood o f  loan repayment. 



Part  I V  
PROBLEMS AND CONSTRAINTS AFFECTING 

PROJECT IMPLEMENTATION 

A. Lack o f  Foreign Exchange 

The pol i t i c a l  prob7ems o f  L a t i n  America are we1 1 known and they 

obviously impact on LAAD-CA operations. The economic by-products o f  these 

problems inc lude a reduct ion i n  foreign bank lending, a strong i n -  

crease i n  cap1 t a l  f l i g h t ,  L1 a re1 uctance t o  inves t  by both l o c a l  and 
1 f o re ign  businessmen, and a reduct ion i n  l o c a l  and regional  markets. These 

c rea te  a severe lack  o f  fore ign exchange throughout Central America espe- 
c i a l  l y  i n  E l  Sdl vador , Guatemala and ~onduras .zl Fore i  gn exchange 

s c a r c i t y  has created two probl ems f o r  LAAD-CA: (1,) LAAD-CAI s requirement 
- 

o f  repayment i n  do1 1 ars  has cont r ibuted t o  the  l a rge  number o f  del  in -  

quencies , and (2)  borrowers, especi a1 1 y those produci ng f o r  i n t e r n a l  

markets, have been re luc tan t  t o  borrow i n  d o l l a r s  f o r  fear  o f  an i n a b i l i t y  

. t o  repay. The higher delinquency r a t e  means a reduct ion i n  LAAD-CA's cash 

f l o w  and p r o f i t s ,  and the  i n a H l i t y  t o  place loans a lso jeopardizes i t s  
p ro f1  t a b i l  i ty. 

LAAD-CA has spent considerable t ime dur ing the past year dev is ing 

so lu t ions  t o  the  problems caused by t h e  1 ack o f  fore ign exchange and t h e  

cen t ra l  Banks' a1 l oca t i on  o f  fo re ign  exchange. The mechanisms worked out 

*in each country t o  reso lve these problems are discussed below. The lack  

11 The F lo r i da  In te rna t iona l  Bankers Associat ion estimated L a t i n  - 
American f l i g h t  c a p i t a l  depos i ts  a t  $7 b i l l i o n ,  and Appraisal and 
Research Economics, Inc. est imated L a t i n  American rea l  es ta te  
investments i n  southern F lo r i da  a t  $5 b i l l i o n  (The Miami 
Herald, October 3, 1983.) 

2/ This problem has subsided i n  Costa Rica due t o  r e l a t i v e l y  l a rge  - 
amounts o f  U.S. d o l l a r  a i d  en te r ing  t he  economy. Pahama, on the  
other  hand, uses U.S. do1 l a r s  as currency. 



o f  fo re ign  exchange has caused observable changes i n  LAAD-CA's 1 ending 

s t ra tegy  and geographic focus. The most notable s t r a teg i c  d i f fe rence  i s  a 

stronger emphasis on exports which r e f l e c t s  the  t y p i c a l  views o f  Central 

American governments t h a t  the most s o c i a l l y  pa la tab le  means t o  resolve t h e  

fo re ign  exchange shortage i s  t o  increase exports. Furthermore, the e f f e c t  

o f  the  world recession upon p r i ces  f o r  t r a d i t i o n a l  products has created a 

greater push f o r  d i  ve rs i  f i c a t i o n  i n t o  non-tradi  t i o n a l  products (cardamom, 

sesame, f l  owers , shrimp, e tc  .) . 
A summary o f  the  fo re ign  exchange problems o f  th ree  o f  LAAD-CA's 

c l i e n t  count r ies  fo l lows. 

1. Guatemala 

LAAD-CA has had a number o f  borrowers who have been unable t o  

repay t h e i r  loans i n  do l l a r s ,  but  have been able t o  purchase do1 1 ar  bonds 

i n  exchange f o r  quetzales (1.2 m i l  1  i o n  quetzales have been paid i n t o  

r e s t r i c t e d  accounts pending d o l l a r  a v a i l a b i l i t y  i n  the  Banco de 

Guatemal a) . These quetzal payments have reduced LAAD-CA' s cash fl ow and 

funds f o r  lending. I n  May 1983, LAAD-CA reached a unique agreement w i t h  

the Central Bank whereby LAAD-CA's borrowers w i l l  be ab le  t o  redeem the 

bonds i n  exchange f o r  d o l l a r s  t o  repay t h e i r  loans i n  an amount equal t o  

new LAAD-CA do1 1 ar  lend ing i n  the country. The th ree  companies evaluated 

have o r  w i l l  s h o r t l y  rece ive loans from LAAD-CA t o t a l 1  i n g  $950,000 

enabling i t  t o  rece ive payment on near l y  s l l  o f  i t s  de l inquent  Guatema 

1 oans. 

To f a c i l  i t a t e  payment o f  these most recent loans, the  borrower w i  

i n s t r u c t  the  U.S. o r  o ther  fo re ign  bank handl ing i t s  l i n e  o f  c r e d i t  t o  

r e t a i n  and remi t  a po r t i on  (12 t o  20 percent) o f  the sales proceeds 

d i r e c t l y  t o  LAAD's New York bank account. The Central Bank has agreed 

these r e t e n t i o n  arrangements because i t  recognizes the  need t o  support 

exporters who w i l l  generate add i t i ona l  fo re ign  exchange. 



2. Honduras 

The r e t e n t i  on arrangement f o r  payment establ  i shed i n  Guatemal a 
i s  s i m i l a r l y  i n  e f f e c t  i n  Honduras. The Catacamas loan w i l l  be paid o f f  

through a 12 percent r e ten t i on  over the next  two years. 

3. E l  Salvador 

The Banco Central de l a  Reserva has issued f i v e  year i n t e r e s t  

bear ing do1 l a r  bonds w i t h  a prescr ibed payment schedule. LAAD-CA was 

given these bonds, valued a t  $1.25 m i l  l i o n ,  i n  l i e u  of d o l l a r  payments. 

The Commercial O f f i c e r  o f  the  U.S. Embassy has been u rg ing  the  Banco 

Central t o  make do1 1 ars  ava i l ab le  so t h a t  two Salvadoran banks can repay 

LAAD-CA. LAAD-CA i s  w i l l i n g  t o  make new loans i n  E l  Salvador i f  these o l d  

bank loans are pa id  o f f .  

B. National i zat ion  of Sub-Borrowers Assets 

LAAD-CA's Nicaraguan operat ions v i r t u a l l y  stopped as a r e s u l t  o f  the 

Sandini s tas '  take-over o f  the  government and t h e i r  subsequent nat iona l  i- 

zat ion  o f  many privately-owned companies. The LAAD-CA'S Nicaraguan 

p o r t f o l  i o  i s  as fo l l ows :  

Outstanding Bal ance 

Category I ( loans guaranteed by t h e  $1,007,100 
government and rescheduled for  payment 
over a 13-year per iod) 

Category I I - B  (proper ty  d i r e c t l y  con- 728,502 
f i s ca ted  by the  government, loans f o r  
which have been rescheduled over a 
ten-year per iod)  

Category I 1  I (operat ing companies which 749,371 
are unable t o  make payments because of 
lack  o f  p r o f i t s  o r  access t o  f o re i gn  
currency) 



C. Reduction i n  Investment 

New l o c a l  and foreign investment has fa1 l e n  o f f  sharply i n  Central 

America. The consul tant  be l ieves t h a t  m s t  e x i s t i n g  i ndus t r i es  are con- 

t i  nuing t o  operate a1 though a t  a reduced 1 eve1 . I n  p a r t i c u l a r ,  two groups 

o f  investors  are seeking new oppor tun i t i es :  small i n d u s t r i a l i s t s  who have 

been l ess  prone t o  s h i f t  t h e i r  resources out  o f  t he  country and who feel 

l e s s  threatened by what happens pol i t i c a l l y . ;  and, a more important  group 

f o r  LAAD-CA, those w i t h  expanding (non-regional ) export  markets. The . 
processing o f  loans f o r  the  former requ i res  much more work i n  terms of 

ob ta in ing  audi ted f i nanc ia l  statements, v e r i f y i n g  c o l l  a t e ra l  and eval- 

u a t i  ng marketing, managerial and technica l  aspects. 

With t he  f a l l  i n  new investment and the  increasing emphasis on (and 

need f o r )  exports, LAAD-CA's present s t ra tegy  i s  t o :  (a )  draw down the A I D  

loan w i t h  sub-loans t h a t  meet A I D  p r o j e c t  ob jec t i ves  (usual l y  i nvo l v i ng  

small farmer purchases o r  non- t rad i t i ona l  export elements); (b )  continue 

t o  be ac t i ve  and v i s i b l e  i n  the  agribusiness f i e l d ;  (c )  be i n  a f l e x i b l e ,  

l i q u i d  p o s i t i o n  (by working w i t h  t he  Central Banks t o  rece ive d o l l a r  

payments fram sub-borrowers); (d)  maintain i t s  p r o f i t s  so t ha t  i t  may 

continue t o  borrow from in te rna t i ona l  lenders; (e )  con t r i bu te  t o  f o re  

exchange earnings by concent ra t ing on exports; and ( f )  be prepared t o  

term loans a t  an appropr ia te  opportuni ty.  

I n  the cases o f  Indus t r ias  Sesamo, CARDINSA, and PROEXPORT no a1 

make 

d i -  

t i o n a l  investments are  being made a t  t he  p l an t  l eve l .  We be1 ieve  t h a t  

r e l a t i v e l y  few investments are being promoted on the  farm. The main 

b e n e f i t  has been t o  keep these organizat ions operat ing and increase t h e i r  

exports. 

The loans t o  Catacamas, American F l  ower , INTERMATRA, Proveedora 

In ternac iona l  de Mari scos, and Empacadora Avicala, on t h e  o ther  hand, are 

support ing add i t i ona l  investment. Catacamas i s  increas ing i t s  c a t t l e  

supply through expansion o f  i t s  own herd and pasture preparat ion assis- 

tance provided t o  independent cattlemen. American F l  ower i s  cons t ruc t ing  



new greenhouses f o r  pompon c u l t i v a t i o n .  INTERMATRA has purchased two 

f i s h i n g  vessel s and equipped them w i t h  heavy duty winches, cab1 es and 

nets. Proveedora Internacional  de Mari scos soon ' w i  11 be purchasing from 

seven independent shrimpers and has made substant ia l  'improvements i n  p l an t  

and equipment. Empacadora Avicola i s  const ruct ing a new storage and 

d i s t r i b u t i o n  bu i ld ing .  

We be l ieve  t h a t  the re  are  a considerable number o f  lend ing oppor- 

t u n i t i e s  which LAAD-CA has not  been able t o  explore e i t h e r  because i t  has 

been too  busy w i t h  del inquencies and fo re ign  exchange problems o r  which 

are not  known t o  i t s  "network". 7'wo such investors  made contact  w i t h  

the consu l tant  dur ing the eva lua t ion  and were re fe r red  t o  LAAD-CA's 

o f f i c e .  It appears t h a t  one, a Honduran wood products manufacturer who 

plans t o  double h i s  workforce o f  90 employees, w i l l  rece ive a $250,000 

1 oan . 
LAAD-CA's preoccupation w i t h  problems caused by f o re i gn  exchange 

shortages and del inquencies has resu l ted  i n  a re l iance  upon borrowers w i t h  

previous experience w i t h  LAAD-CA where obviously the r i s k  i s  lower. The 

consul tant  recommends t ha t ,  w i thout  compromising i t s  present standards o f  

safety, LAAD-CA should be more aggressive i n  i d e n t i  f y i n g  new borrowers. 



Par t  V 

ASSESSMENT OF PROGRESS TOWARD OBJECTIVES 

A. Outputs Described i n  the Pro jec t  Paper 

The s p e c i f i c  goals establ ished f o r  the A I D  loan cover t he  fo l lowing:  

1. Number o f  Loans 

At l e a s t  23 loans averaging $350,000 would be made. 

Short-Term Economic Impact 

a. GDP e f f e c t :  $30 m i l  l i o n  

b. Import e f f e c t :  $7.8 m i l l  ion  

3. Lona-Term Economic Imoact 

a. Value added o r  GDP: $30 m i l l i o n  

b. Imports: $ 7 . 8 m i l l i o n  

c. Exports: $15 m i l  1 i o n  

d .  D i r e c t  employment: 3,000 jobs 

e. Small farmer purchases: $6 m i l  1 ion  

Other F i  nanci a1 Sources 

The A I D  loan would generate $8.8 m i l l i o n  i n  f inances from other 

sources : 

$2.0 from p r i v a t e  banks 

$6.8 m i  11 i o n  from sub-borrowers 



B e  Evaluat ion of Sub-Loans 

1. Technical Soundness 

For purposes of t h i s  evaluat ion,  techn ica l  soundness r e f e r s  t o  

managerial , marketing and techno1 og i  ca l  aspects of thc! sub-projects. 

Financial  soundness i s  covered i n  a separate section. 

a. Management 

The consul tant  g ives t he  company owners and managers very 

h igh marks ove ra l l  i n  management c a p a b i l i t y .  I n  our b r i e f  contact, we 

found especial l y  good management i n  terms o f  know1 edge, sk i1  1 s and con t ro l  

i n  CARDINSA, Catacamas, and American Flower. The highest  p r o d u c t i v i t y  was 

noted a t  the  Empacadora Avicol a and Catacamas plant .  Catacamas management 

a1 so has useful ,  up-to-date, computerized in format ion regarding number o f  

animal s s l  aughtered, pounds shipped , p r o f i t s ,  etc. 

b. Market ing 

The most s k i l l f u l  i n  marketing were Indus t r ias  Sesamo, 

CARDINSA, Catacamas, American Flower and Proveedora In ternac iona l  de 

Mari scos. Catacamas' f i  nal  product, frozen beef, has excel 1 ent  appearance 

and qua l i t y ,  as do the  products o f  CARDINSA, American Flower, Empacadora 

Avicol  a, INTERMATRA and Proveedora de Mariscos. Empacadora Avicol  a 

suppl ies one-fourth o f  t he  chickens consumed i n  Panama City. That p l an t  

dresses 16,000 t o  20,000 chickens d a i l y  and s e l l s  them i n  21 r e t a i l  

out1 ets. 

INTERMATRA immediately needs marketing assi stance t o  he1 p resol  ve 

U.S. market en t r y  problems. Empacadora Avicola requires assistance t o  

upgrade the appearance o f  i t s  21 PioPio r e t a i l  ou t le ts .  



Tec hnol ogy 

The consul tant  observed several good examples o f  technology 

u t i  1 i zat ion  among t he  p l an t s  v i s i t ed .  CARDINSA has mechanical cleaners 

and an e l ec t ron i c  c o l o r  so r t e r  f o r  cardamom and uses a he l i cop te r  t o  

c o l  1 ec t  production from remote suppl i e rs .  Indus t r ias  Sesamo and PROEXPORT 

are t he  on ly  decor t i ca to rs  o f  sesame i n  Guatemala. Catacamas has a very 

modern and san i ta ry  f a c i l i t y  which uses a cryovac machine f o r  packaging 

beef cu t s  dest ined t o  Puerto Rican consumers. Frozen beef i s  shipped by 

container.  

American Flower has staged p lan t ings  and forced blooming t o  program 

i t s  cut  f lower de l i ve r ies .  The f lowers are c h i l l e d  and shipped by a i r  t o  

U.S. markets. 

INTERMATRA i s expl o i  t i ng a hereto fore  untapped Panamanian resource, a 

shrimp species found 600 t o  900 f ee t  below sea leve l .  Trawling a t  such 

depths required equipping i t s  boats w i t h  ex t ra  heavy duty  winches and 

cables. The catch i s  removed from the sh ip ' s  r e f r i ge ra ted  hold by suct ion 

pipes. The p l an t  pre-cooks and mechanical ly peels shrimp before pack- 

aging, f l ash  f reez ing and shipping by container. The f i n a l  product i s  

superb. 

F i  nancial  Soundness 

Exh ib i t  V-1 shows t h a t  a l l  sub-borrowers who have operated th ree  

years o r  more are p r o f i t a b l e .  While t he  cu r ren t  r a t i o s  are demonstrably 

low i n  some cases, t he re  should be l i t t l e  problem f o r  LAAD-CA t o  be repaid 

because o f  the  guarantees and c o l l a t e r a l  provided. None o f  the sub- 

borrowers under Loan 596-T-017 i s  c u r r e n t l y  i n  defau l t .  

Standards i n  t he  r a t i o s  from Central Ameican balance sheets and 

p r o f i t  and loss  statements are not  the same as those i n  the  U.S. I n  many 

countr ies,  a f f i l i a t e d  companies are used t o  s h i f t  p r o f i t s  and reduce 

taxat ion.  



Exh ib i t  V - 1  

FINANCIAL SOUNDNESS ANALYSIS 

(Based on most recent f i s c a l  year) 

Current Assets/ Net P r o f i t /  Net P r o f i t /  I n i t i a t i o n  o f  
Debt/Equi t y  Current L iab i  1 i ti es Net Worth Sales Operations 

CARDINSA 24.7 

Indus t r i  as Sesarno .9 

PROEXPORT 2.5 

Catacamas Internat ioqal  2.0 

American Flower 4.2 

w Proveedora In te rnac i  onal 
-l 

de Mariscos 13.6 

INTERMATRA 47.6 

Empacadora Avi co l  a 2.0 

Note: Parentheses ind ica te  negative f igures. 

1 Eight months o f  1983 only. - 



INTERMATRA i s  experiencing the  most d i f f i c u l t i e s  as a r e s u l t  o f  

probl  ems der ived from in t roduc ing new techno1 ogy, d i  f f i c u l  t i e s  i n  

marketing and a l ack  o f  experience i n  t h i s  indust ry .  INTERMATRA w i l l  have 

t o  reschedule i t s  debt t o  LAAD-CA ( i t s  f i r s t  loan payment f o l l ow ing  an 18 

months grace per iod i s  due i n  November 1983). 

Catacamas In te rna t iona l  , which showed a l oss  l a s t  year, has reached a 

po in t  o f  p r o f i t a b i l  i t y  operat ing i n  the  b lack dur ing the f i r s t  th ree  

months o f  the  cu r ren t  business year. It achieved p r o f i t a b i l i t y  by r a i s i n g  

the number o f  animals slaughtered d a i l y  from 60 t o  150 despi te a rad ica l  

change i n  the  way o f  purchasing beef from the  ranchers. 

3. Economic Impact 

It i s  d i f f i c u l t  t o  evaluate the  o"eral1 economic impact o f  the 

sub-loans i n  t h a t  f ou r  o f  the sub-loans have not  been disbursed. 

Fol lowing i s  t he  dura t ion  and purpose o f  each sub-loan: 

Sub-Borrower Loan Durat ion Purpose 

CARD I NSA short-term working c a p i t a l  

Indus t r ias  Sesamo short- term working c a p i t a l  

PROEXPORT short-term working c a p i t a l  

Catacamas In te rna t iona l  one year working c a p i t a l  

American F l  ower 

I NTERMATRA 

5 years expansion o f  
greenhouse area 

5 years purchase o f  two 
shrimpi ng vessel s 

Proveedora In ternac iona l  
de Mariscos 5 years working c a p i t a l  

Empacadora Av ico l  a 5 years cons t ruc t ion  of  
storage and d is -  
t r i b u t i o n  f a c i  l- 
i t i e s  



a. Empl oymen t Impact 

The sub-borrower present ly  employs 1,523 workers. E x h i b i t  

V-2 shows a pro jec ted increase of 126 workers as a r e s u l t  o f  the  LAAD-CA 

loans. Payro l l  increases due t o  the added personnel are pro jec ted t o  be 

$131,000. While t h i s  may not seem a h igh l e v e l  o f  employment created o r  

income added (by $3.7 m i l  1 i o n  i n  loans) ,  i t  should be borne i n  mind t h a t  

cond i t i ons  are c u r r e n t l y  d i f f i c u l t  i n  Central America. The seeds planted 

and t he  c o n t i n u i t y  provided w i  11 y i e l d  considerable benef i ts  once economic 

condi t ions have improved. 

As a r e s u l t  of LAAD-CA f inanc ing  Catacamas expects t o  employ up t o  36 

new product ion workers as t h e i r  s l  aughter vol  ume increases. American 

Flower expects t o  employ 25 ex t ra  workers i n  t h e i r  newly constructed 

pompon green houses. Proveedora In ternac iona l  de Mari scos p ro j ec t s  an 

add i t i ona l  40 so r t e r s  as the independent shr i~ ;~pers  begin d e l i v e r i n g  t o  the 

p lant .  Empacadora Av ico la  expects t o  add 20-25 new workers t o  man the new 

co ld  storage b u i l d i n g  being constructed w i t h  the LAAD-CA 1 oan. INTERMATRA 

i s  undecided about adding employees, p r e f e r r i n g  perhaps t o  i n s t a l l  an 

add i t i ona l  l i n e  of shrimp peel ing machinery. The short-term cardamom and 

sesame working c a p i t a l  loans are no t  expected t o  generate new employment 

a t  the p l  ant 1 eve1 . 
Exh ib i t  V-2 f u r t h e r  r e f l e c t s  the ra ther  l i m i t e d  t o t a l  employment by 

these agribusinesses. I n  add i t ion,  such f i rms  tend t o  e l im ina te  un- 

product ive workers and more e f f e c t i v e l y  use the  product ive ones. American 

Flower Corporation i s  a case i n  po in t :  i t  employed 175 workers when we 

evaluated i t  i n  1974, and on ly  237 today i n  a f a r  1 arger operation. 

Doubtless, a greater  impact on employment i s  f e l t  on-farm, but  there 
i s  no source o f  in format ion t o  i nd i ca te  how many small farmers have bene- 

f i t t e d  from the  purchases o f  f i rms  such as CARDINSA, I ndus t r i as  Sesamo, 

and PROEXPORT. Figures below would i nd i ca te  the number t o  be around 

5,000. Catacamas purchases c a t t l e  from 249 ranchers; 100 o f  them are 

small producers. 



Exh ib i t  V-2 

ESTIMATED SUB-BORROWER EMPLOYMENT AND INCOME 

EmploymenL ( P e r s o n s )  P a y r o l l  ( d o l l a r s )  
F u l l  -time Projected Annual Projected 

Admi n i  s- Equivalent Empl cymen t Present Annual Payrol l  
t r a t i o n  Sales ~ r o d u c t i o n l '  Total  Increase Payro l l  Payro l l  Impact 

CARDINSA 6 - 74 80 0 $ 53,000 $ 53,000 0 

Indus t r ias  Sesamo 19 - 20 39 0 74,400 74,400 0 

PROEXPORT 8 - 63 7 1 0 58,000 58,000 0 

Catacamas In te rna t iona l  13 - 127 140 36 31 6,598 352,598 36,000 

American F l  ower 7 - 2 30 237 2 5 303,544 334,267 30,723 

Proveedora Internacional  
de Mariscos 8 - 83 9 1 40 96,706 135,779 39,073 

INTERMATRA 10 - 137 147 0 58,146 58,146 0 

Empacadora Avicola 22 268 428 71 8 2 5 2,972,000 2,997,000 25,000 

103 268 1,162 1,523 126 $3,932,394 $4,063,190 $1 30,796 

1/ Equivalent o f  f u l l - t i m e  workers; many work part-t ime. - 



b. Raw Mater ia l  Purchases 

The f i rms  which purchase raw mater ia l  s  d i r e c t l y  from 

farmers and ranchers create  a considerable income e f f ec t .  As evidenced i n  

Exh ib i t  V-3 these sub-borrowers w i l l  be purchasing $15.1 m i l l  i o n  i n  raw 

mater ia ls ,  an increase o f  near ly  $4.8 m i l l  i o n  over l a s t  year. 

I f  the  e n t i  r e  A I D  loan were disbursed, these purchases are estimated 

a t  $7.7 m i l l i o n  which surpasses the  Pro jec t  Paper goal. 

c. Foreign Exchange Impact 

(1 )  Exports 

LAAD-CA's s t ra tegy  t o  lend short-term working cap i t a l  

t o  finance t he  exports o f  large-scale f i rms  r e s u l t s  i n  strong net  fo re ign  

exchange earnings. Exh ib i t  V-4 forecasts  an annual increase i n  exports of 

$10.9 m i l l  ion.  I f  a l l  o f  the loans were disbursed, the increase i n  ex- 

po r t s  i s  p ro jec ted  t o  be $17.5 m i l l  ion,  thereby exceeding t he  Pro jec t  Paper 

goal o f  $15 m i l  1  ion.  

( 2 )  Imports 

Sub-borrower imports, on the o ther  hand, a re  low 

compared t o  t he  annual goal set f o r t h  i n  the  Pro jec t  Paper. Imports are 

estimated t o  increase by $3.5 m i l  1  i o n  as contrasted w i t h  the  goal o f  $7.8 
m i l l  ion. 

A fu r the r  po in t  regarding imports; ;?though imports are  c u r r e n t l y  a t  

a low l e v e l  (probably for  the combined reasons o f  fo re ign  exchange short- 

age and the f a c t  t h a t  the sub-borrowers are  beyond the s tar t -up phase), 

most o f  t he  equipment f o r  communications, processing packaging, t rans- 

por ta t ion ,  etc. i nvo l ve  U. S. brand names. Future orders for  rep1 acement 

parts,  and poss ib l y  new equipment w i l l  i n  a l l  Exh ib i t  V-4 1 i ke l  i hood come 

from the  U.S. Central America cons t i t u t es  a 'natura l  ' market f o r  U.S. 

manufacturers, and LAAD loans i n d i r e c t l y  con t r ibu te  t o  U.S. exports. 

2 1 



E x h i b i t  V-3 

ESTIMATED SUB-BORROWER DOMESTIC RAW MATERIAL PURCHASES 

Previous Pro jec ted Pro jec ted 
Annual 

1 / Annual Purchases 
- Purchases- Purchases Impact 

CARDINSA $ 3,300,000 $ 4,300,000 $ 1,000,000 

Indus t r ias  Sesamo 2,020,000 2,764 ,00&' 744,000 

PROEXPORT 581,000 71 8,000- 2 / 137,000 

Catacamas I n t e r n a t i o n a l  4,645,931 7,124,000 2 ,!l78,069 

American Flower - - - 
Proveedora I n t e rnac i  onal 

de Mariscos - 
I NTERMATRA - 
Empacadora Avi c o l  a 70,000 74,880 4,880 

$1 0,616,931 $1 5,380,880 $ 4,763,949 

1/ Inc ludes most r e c e n t l y  concluded f i s c a l  year.  - 
2/ Bonded warehouse f inanc ing enables these businesses t o  - 

borrow t h e i r  work ing c a p i t a l  on LAAD-CA unsecured loans. 



Exh ib i t  V-4 

ESTIMATED FOREIGN EXCHANGE EARNINGS IMPACT 

(M i l l i ons  o f  Dol lars)  

Net Net Net 
Foreign Foreign Foreign 

1982 ,, Less : Exchange 1983 Less : Exchange Exchange 
Exports- Imports Earnings Exports Imports Earnings Impact 3/ 

CARD INSA 

h d u s t r i a s  Sesamo 

PROEXPORT .9 - .9 2.7 - 2.7 1.8 

Catacamas In te rna t iona l  6.0 .2 5.8 8.5 . 3  8.2 2.4 

American Flower .8 .2 .6 1 . I  . 3  .8 .2 
N 
W 

Proveedora In ternaci  onal 
de Mariscos 1.1 . 3  .8 2.3 .3 2.0 1.2 

INTERMATRA .6 . 1  .5 1.1 .2 .9 .4 

Empacadora Pvi  co l  a - .2 (a - .2 (.a 0 

Source: Investment proposa?~,  p ro jec t  assessment reports, and company interviews. 

1/ 1982 actual  ; 1983 estimated. - 

2/ Estimated purchases from Ph i l ipp ine  broker. - 
3/ Excludes debt service. - 



( 3 )  Foreign Exchange Impact 

The sub-borrowers w i l l  exceed the Pro jec t  Paper goal 

o f  $7.2 m i l l  i on  by a 1 arge margin. Exh ib i t  V-5 shows a f o re i gn  exchange 

increase o f  $8 m i l  1 ion. The pro jec ted increase i n  foreign exchange w i t h  

a l l  o f  t he  A I D  funds disbursed i s  est imated t o  be approximately $12.9 

m i l l  ion. 

d. Gross Domestic Product E f f e c t  

The Pro jec t  Paper sets  f o r t h  a goal o f  $30 m i l  1 ion,  actual-  

l y  $18.6 m i l l i o n  i n  1 i g h t  o f  t h e  62 percent disbursements i n  GDP, impact. 

That goal i s  based on a mu1 t i p 1  i e r  o f  2.0 appl i ed  t o  investments i n  

es t imat ing t h e  t o t a l  e f f e c t  o f  those investments. 

I n  Exh ib i t  V-5 \re have est imated the GDP e f f e c t  f o r  the e igh t  f i  rms 

rece iv ing  LAAD-CA loans, using a method o f  est imat ion d i f f e r e n t  from tha t  

employed i n  the Pro jec t  Paper ( i  .em, r a the r  than two t imes t o t a l  invest -  

ments, we have used t he  sum o f  t he  expenditures on f i n a l  goods and 

services, p r i v a t e  investments, and exports, 1 ess the  value of imports). 

As ind ica ted  below, t h e  borrowers produced an $11.4 m i l l i o n  annual GDP 

increase thus f a l l i n g  shor t  o f  the  Pro jec t  Paper goal. 

4. Technical Asssi stance 

LAAD-CA provides very 1 i m i  t ed  technical  assi stance t o  i t s  

borrowers. Those contacted described LAAD's a c t i v i t i e s  as s t r i c t l y  those 

o f  a lender. Several evaluated have need o f  managerial, marketing and . 

techn ica l  advice, bu t  most seem t o  have t he  c a p a b i l i t y  t o  reso lve t h e i r  

own prob l  ems and remove obstacl  es. 
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Technical ass1 stance, however, I s  requ i red  by t h e  raw m a t e r i a l  

suppl i e r s  (smal 1  farmers, independent f i  shermen). Every sub-borrower who 

purchased h i s  raw m a t e r i a l s  from such s u p p l i e r s  c i t e d  o p p o r t u n i t i e s  where 

techn ica l  ass is tance and t r a i n i n g  cou ld  be f r u i t f u l l y  appl ied.  These 

o p p o r t u n i t i e s  a r e  1  i s t e d  below. 

CARDINSA. Small growers harves t  a t  improper t imes, handle t h e  

product  p o o r l y  (expose i t  t o  t h e  sun, make l a t e  d e l i v e r i e s  t o  t h e  d r i e r s ) ,  

and t h e i r  c rop i s  sub jec t  t o  diseases. Some k ind  o f  para techn ica l  

extension and t r a i n i n g ,  poss ib l y  prov ided through r a d i o  broadcasts i n  

l o c a l  d i a l e c t s ,  cou ld  r a i s e  output  and l o y a l t y  t o  CARDINSA. 

Catacamas. Small c a t t l  emen are  prov ided 1  and c l  e a r i  ng and pasture 

p repara t i on  se rv i ces  a t  cos t  and on c r e d i t .  Add i t i ona l  serv ices  of a  

v e t e r i n a r i a n ,  and a pas ture  and ranch management s p e c i a l i s t  cou ld  he lp  

r a i s e  product ion  and st rengthen re1 a t i o n s h i  ps. 

INTERMATRA can expand i t s  ca tch  by working w i t h  independent - 
shrimpers, a s s i s t i n g  them t o  equip t h e i r  boats w i t h  heavier  winches and 

cables t o  enable them t o  t r a w l  a t  g r e a t e r  depths, and p o s s i b l y  t o  i n s t a l l  

sonar t o  f a c i l i t a t e  l o c a t i o n  o f  shrimp schools. 

Empacadora Av ico la  i s  a  v e r t i c a l l y  i n t e g r a t e d  

chicken farms, a  feedmi l  1, processing p l a n t ,  d i s t r  

r e t a i l  o u t l e t s .  It buys from o n l y  two indepmdent  

about 12,000 chickens weekly. The company would 1  

o f  independent growers. 

processor which has 2 1  

i b u t i o n  system and 

growers who prov ide 

i ke t o  expand t h e  number 

Proveedora In te rnac iona l  de Mariscos - w i l l  be buying from seven, and 

p o s s i b l y  more, independent shrimpbocis i n  t h e  near f u t u r e ,  p r o v i d i n g  them 

w i t h  d i e s e l  f u e l  , mechanical r e p a i r  serv ice ,  r a d i o  con tac t  and eventual l y  

sonar systems as i t  w i l l  p rov ide  t o  i t s  own '2  boats. Since t h e  f i n  can 

market as much as i t  can process, i t  cou ld  i ~ r k  w i t h  even more shrimpers 

t o  increase p l  an t  vo l  ume. 



Indus t r las  Sesamo and PROEXPORT buy sesame fo r  the most p d r t  through 

middl emen. Technical advice t o  i ncrease product ion o f  small growers could 

be provided. 

Given the p o l i t i c a l  , soc ia l  and economic problems i n  Central h e r i c a ,  

i t  i s  o f  the utmost importance t h a t  sub-borrowers be encouraged t o  examine 

the feas i  b i l  i t y  o f  prov id ing techn ica l  assistance t o  t h e i r  suppl i e rs .  The 

r e s u l t i n g  increase i n  volume of a c t i v i t y  could be p r o f i t a b l e  for  the 

p lan ts  and expand the bene f i t s  o f  t h d  loans such as increased foreign ex- 

change bene f i t s ,  and more employment and income. 



Par t  V I  

RECOMMENDATIONS 

A. We recommend t h a t  w i t h  resources remaining under Loan 596-T-017 t h a t  

LAAD-CA does no t  abandon i t s  cu r ren t  1 ending strategy. As cond i t i ons  

Improve, It should take steps t o  broaden i t s  p o r t f o l  i o  and provide addi- 

t iona l  term i  om^. 

B. Given the  pauc i ty  o f  lend ing f o r  p r i v a t e  en te rp r i se  i n  Central 

America and t he  pro jec ted rap id  draw-down o f  A I D  funds by LAAD-CA, ROCAP 

should seek an add i t i ona l  $6 m i l  1 i o n  which could be made ava i l  able t o  

a g r i  businesses engaged i n  non-tradi  t i o n a l  export a c t i v i t i e s .  Sub-1 oans 

should be made i n  conformance w i t h  Recommendation 1. These funds would 

enable LAAD-CA t o  expand i t s  p o r t f o l i o  and t o  f inance p ro j ec t s  which 

complement A I D ' S  C B I  a c t i v i t i e s  throughout the  region. 

C. Sub-borrowers should be urged t o  work w i t h  t h e i r  raw mate r ia l  sup- 

p l i e r s  t o  r a i s e  the quan t i t y  and qua1 i t y  o f  production. This can be done 

through earmarking a po r t i on  o f  t he  loan f o r  t r a i n i ng ,  techn ica l  assis- 

tance, farm c r e d i t ,  mater ia l  s and/or services. Such serv ices could b u i l d  

producer l o y a l t y  t o  the  companies, and v i c e  versa. 

Concomitantly, ROCAP i s  encouraged t o  seek add i t i ona l  funds, say $1 

m i l l i o n ,  which could be reloaned by LAAD-CA on s o f t  t e n s  ( 5  t o  6 percent 

i n t e r e s t )  f o r  per iods o f  up t o  f i v e  years. The loans would be used f o r  

purposes and serv ices such as described above. Discussions w i t h  sub- 

borrowers assured the consul tant  t h a t  they are concerned about the status '  

o f  t he  r u r a l  poor i n  Central America and are w i l l  i ng  t o  do more. The 

consul tant  be1 ieves t h a t  t h i s  could best be achieved through p r i v a t e  

sector  f i rms  ra the r  than government. 

0. ROCAP should consider the format ion o f  a separate p r i v a t e  f i nanc ia l  

organ izat ion which would lend t o  i n d u s t r i e s  not engaged i n  agroindustry. 

LAAD-CA has demonstrated how t o  lend e f f e c t i v e l y  and e f f i c i e n t l y  t o  agr i -  

businesses i n  Central  h e r i c a .  The strongest  bene f i t s  under the Caribbean 

Basin I n i t i a t i v e  w i l l  be earned by f i rms  t h a t  can take most advantage o f  



the  f r ee  t rade  ( t a r i f f  reduct ion) feature.  Non-agroindustr ial  f i rms are 

i n  t he  best p o s i t i o n  t o  take advantage o f  t h i s .  ROCAP can begtn by under- 

tak ing  a  regional  market study: (a)  t o  assess new investments aimed a t  

t ak i ng  advantage o f  the C B I  ( f o r  example, we understand t h a t  two new 

B raz i l i an  i ndus t r i es  have been set up i n  Costa Rica and t h a t  the re  i s  

considerable i n t e r e s t  by Japanese inves to rs  i n  Panama; (b )  t o  dete:mine 

how lend ing might best  be s t ruc tured t o  stirnul a te  these investments. The 

cur ren t  A I D  channels employed f o r  CBI and balance o f  payment support funds 

(Central Bank - commercial banking sector )  r e s u l t  i n  i n t e r e s t  ra tes  too 

h igh t o  be conducive t o  new investment. 
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APPENDIX B 

Sub-Borrower Summaries 

1. I ndus t r i as  Sesamo, S.A. 

a. Loan - Amount $300,000 

LAAD's 1 oan t o  I ndus t r i as  Sesamo provided short-term 

working cap i t a l  which w i l l  be used t o  purchase sesame and s e l l  i t  as 

e i t h e r  decor t ica ted o r  natura l  (depending on the market p r i ce ) .  The 

i n t e r e s t  r a t e  i s  12 percent and t h i s  loan w i l l  be paid f o r  by re tent ions 

o f  12 percent from the  company's export  t ransact ions.  LAAD has made other  
loans t o  Indus t r ias  Sesamo, a long-term one f o r  p l an t  and equipment, and 

annual working c a p i t a l  loans. 

b. Product 

This company deals i n  t he  purchase, deco r t i ca t i on  and 

export  o f  sesame seed. It i s  the  l a r g e s t  Guatemalan expor ter  o f  sesame, 

accounting f o r  25 percent o f  sesame exports. It i s  one o f  the  two decor- 

t i ca to r s .  The remainder o f  t he  compet i t ion,  about 11 f i rms,  export  

natura l  (undecort icated) seed. 

Sesame i s  no t  a new product i n  Guatemala, having been grown there  

since the 1920's. C r i s t i a n  Minondo, t h e  owner o f  Indus t r ias  Sesamo, 

entered the business i n  1967. 

Process - Technical Soundness 

It was not  poss ib le  t o  v i s i t  the  deco r t i ca t i ng  p l a n t  g iven 

the shor t  du ra t ion  o f  t he  eva luat ion and the  f a c t  t h a t  i t  was located 180 

k i lometers from Guatemala C i t y  i n  the southern coastal  region. 



d m  Markets 

Mr.  Minondo o r i g i n a l l y  entered the  market t o  s e l l  natura l  

seed d i r e c t l y  t o  Japan ra the r  than through U.S. brokers. He present ly  

exports 60 percent of h i s  purchases t o  Europe and 40 percent t o  the U.S. 

and Canada. H is  most important buyers are i n  New York, Miami, Los 

Angel es , Hol 1 and and Germany. Mr.  M i  nondo i s  a very able and widely 

t r a v e l  ed marketer. 

Cur ren t l y  the  U.S. Food and Drug Admin is t ra t ion r e s t r i c t s  the import 

o f  Guatemalan na tu ra l  seed because o f  i nsec t  skeletons and feca l  matter  

found i n  shipments. The deco r t i ca t i on  process overcomes these problems; 

thus, I ndus t r i as  Sesamo has no problem shipping t o  i t s  U.S. customers. 

e . Management 

From LAAD's po in t  o f  view, Mr.  Minondo i s  viewed as a 

successful sub-borrower and manager because o f  the previous loans. We 

could draw no concl uslon from our in terv iew.  

f. Financi  a1 Soundness 

I ndus t r i as  Sesamo 1 os t  money i n  1980 and 1981, $49,000 and 

$93,000 respec t i ve ly ,  because it entered t h e  market l a t e  and could not  

s e l l  i t s  e n t i  r e  inventory.  Carry ing the  inven to r ies  cost  unant ic ipated 

f inance charges which resu l ted  i n  losses. Purchases o f  na tu ra l  seed 

through a Ph i l  i pp i ne  broker f o r  deco r t i ca t i on  a1 so proved unpro f i tab le .  

The f i r m  was p r o f i t a b l e  i n  1982, earning a ne t  $21,000. It an t i c -  

i pa tes  earnings o f  approximately $200,000 when i t s  accounting year c loses 

i n  October 1983. 



LAAD's loan was secured by uncond i t iona l  personal guarantees o f  t h e  

owners and t h e i r  wives and an insurance p o l i c y  on warehoused raw mate- 

r i a l s .  A Guatemalan bank i s  p r o v i d i n g  I n d u s t r i a s  Sesamo a loan o f  700,000 

quetzales 1' guaranteed by bonded warehcuse rece ip ts .  The t o t a l  working 

c a p i t a l  o f  $1 m i l  1  i o n  prov ided by these two loans can be increased based 

upon warehouse r e c e i p t s  f o r  purchased gra in .  

g . Empl oymentl Income 

The company, i n  a d d i t i o n  t o  t h e  two owners, has 17 year-  

round and 20 f u l  l - t i m e  equ iva l  en t  p roduc t ion  employees. 

h. Farmer Purchases 

I n d u s t r i a l  Sesamo 'competes w i t h  12 o t h e r  buyers f o r  t h e  

p roduc t ion  o f  approximately 3,000 m o s t l y  small farmers. The f i r m  pur- 

chases th rough s i x  casiques who rece ive  a commission o f  l quetzal  per 

q u i n t a l  . The casiques have t h e i  r own small warehouses o r  t h e  g r a i n  i s  

s tored i n  con ta ine r  t r a i l e r s  prov ided by t h e  company. The t o t a l  purchases 

f o r  1983184 w i  11 be $3.5 m i l  1  ion. 

D e l i v e r i e s  a r e  checked f o r  excess d i r t ,  i n t e n t i o n a l  "padding", and 

moi s t u r e  . 
I n  t h e  past,  some advances were g iven t o  t h e  farmers, b u t  t h a t  i s  n o t  

p r e s e n t l y  done. He s ta ted  t h a t  he re fuses  t o  purchase from cooperat ives 

because o f  t h e i  r a1 1 eged unre l  i ab i  1 i t y  . 
i . Foreign Exchange 

Sales f o r  1982183 a r e  est imated a t  approximately $6 m i l -  

l ion,  i n c l  ud ing t h e  P h i l i p p i n e  seed purchases. The f o r e i g n  exchange 

1/ One quetza l  equal s  US$1. - 



e f f e c t  depends upon the p r i c e  received and the propor t ion o f  sales which 

are natura l  o r  decort jcated.  For t h e  purpose o f  t h i s  ana lys is ,  we are 

assuming fo re ign  exchange earnings o f  $4 m i l  1  ion. 

2. CARDINSA 

a. Product 

I n  1947, cardamom was introduced i n  Guatemala, which now 

leads the  world w i t h  product ian 'o f  about 5,000 tons. 

Cardamom i s  used as an ing red ien t  i n  co f fee  preparat ion,  cooking and 

confect ionary.  It grows where co f f ee  grows, and, although some i s  grown 

by 1  arge farmers, t he  bu lk  i s  grown by perhaps as many as 10,000 small 

holders. 

S h i f t s  i n  product ion requ i re  a t  l e a s t  three years, the t ime needed 

f o r  newly-pl anted cardamom t o  y i e l d .  A1 so, p l  ant v i ruses reduce 

Guatemal an out put. 

b. Process-Technical Soundness 

CARDINSA operates a  small p l an t  i n  Guatemala City where i t 

cleans, so r t s  and grades. The p l an t  i s  clean and wel l  l a i d  out. It 

i n c l  udes several pieces o f  h i gh l y  sophi s t i ca ted  equi w e n t  , i nc l  udi  ng an 

e l ec t ron i c  c o l o r  sor ter .  Careful s o r t i n g  resu l t s  i n  very h,igh pr ices for  

the premium grades. 

One problem i s  t he  1  a tk  o f  competence o f  the small farmer i n  hand1 i ng  

the  harvested product. The product de te r io ra tes  qu i ck l y  i f  not  mechan- 

i c a l  l y  d r i e d  s h o r t l y  a f t e r  harvesting. 

An a f f i l i a t e d  company operates a  he l i cop te r  serv ice which i s  used t o  

t ranspor t  cardamom from remote reg ions t o  the  Guatemala City p lant .  



c. Markets 

Most cardamom ends up i n  the Middle East o r  northern 

Europe. CARDINSA s e l l  s  t o  a major Jordanian dealer  (40 percent) ,  a 

Houston-based buyer (35 percent) and the r e s t  goes t o  smaller buyers i n  

Europe and the Middle East. 

Demand seems t o  increase s tead i l y ,  and CARDINSA i s  look ing a t  a 

poss ib le  43 percent increase i n  sales t h i s  year i f  they can successfu l ly  

increase t h e i r  purchases. 

Many inexperienced groups are undertaking cardamom exports t h i s  year 

because of the " f o re i gn  exchange shortage/pressure t o  export"  phenomenon 

and depressed co f fee  pr ices,  and t h i s  may tend t o  d r i v e  p r i ces  upward. A 

favorable fac tor  f o r  Guatemala i s  t h a t  Ind ia ,  a major producer, w i l l  not  

export  t h i s  year. 

d. --,, Management 

Mr .  Pab'lo Bross, t he  owner o f  CARDINSA., and Mr .  Rene Munoz, 

manager, g i ve  a c l e a r  impression o f  sound management. Mr. Brose's coffee 

export operat ion i s  h i g h l y  successful.  M r .  Munoz has held management 

pos i t i ons  i n  PanAm and Ford. 

CARDINSA has operated s ince 1978 and M r .  Brose has grown cardamom fo r  

18 years. 

e. F inanc ia l  Soundness 

CARDINSA earned a net  p r o f i t  o f  $428,000 i n  1982, and 

$413,000 i n  1983. It hopes t o  increase those p r o f i t s  even more w i th  

greater sales i n  1983/84. 

LAAD's loan i s  guaranteed by the two owners o f  Cafetalera 

Internacional  and CARDINSA. Checchi and Company considers t he  loans t o  be 

very we1 1 secured and sound. 



f. Farmer Purchases 

CARDINSA purchases cardamom from approximately 50 dryers, 

small businessmen who ac t  as middlemen. The dryers purchase from the 

numerous cardamom growers, and mechanical ly d r y  i t  t o  prevent deter iora-  

t i on .  Most cardamom d r i e r s  and growers w i t h  whom CARDINSA deals are i n  

the A1 taverapaz region. 

Approximately $3.3 m i l  1 i on  was purchased each o f  t he  l a s t  two years, 

and t h e  company hopes t o  increase t h a t  t h i s  year. Pr ices paid t o  farmers 

range from $50 t o  $90 per qu in ta l ,  and small farm product ion ranges from 

10 t o  30 qu in ta ls .  Under the  best  condi t ions,  a small farmer would earn 

$2,700 .in gross income. 

g. Foreign Exchange 

CARDINSA's sales o f  $3.3 m i l  1 i on  are a1 1 exports, and a1 1 

mate r ia l s  f o r  packaging are purchased i n  Guatemala. Thus, we estimate a 

p o s i t i v e  $3.3 m i l l i o n  i n  fo re ign  exchange impact. 

h. N u t r i t i o n  

This sub-loan has no v i s i b l e  e f f e c t s  upon n u t r i t i o n .  

3. Catacamas In ternac iona l  

a. Loan - Amount $1 m i l  l i o n  

This loan i s  a working cap i t a l  loan which w i l l  r equ i re  

about two years t o  completely repay. A r e ten t i on  arrangement has been set  

UD whereby 12 percent o f  export  sales w i l l  go d i r e c t l y  t o  LAAD. This 

arrangement has been approved by the  Central Bank. 

I n t e r e s t  i s  13 percent, which i s  h i g h l y  favorable t o  Catacamas given 

t h a t  Caribbean Basin funds are now avai . lable a t  the  commercial banks a t  



19 percent. LAAD holds f i r s t  mortgage on the company's s laughter p lan t  

and ranch which are valued a t  $1.1 m i l l i o n .  

LAAD had p rev ious ly  made s i x  loans t o t a l 1  i ng  $1.4 m i l l  i o n  t o  Grupo 

Agrodinamica, t he  ho ld ing company o f  Catacamas, and a1 1 were s a t i  sfac- 

t o r i l y  repaid. Agrodinamica has had good r e l a t i o n s  w i t h  Ci t ibank i n  

Honduras, bu t  t h i s  loan oppor tun i ty  came ava i lab le  as a r e s u l t  o f  a reduc- 

t i o n  i n  C i t i bank ' s  Central American exposure. Agrodinamica agreed t o  

provide add i t i ona l  cap i t a l  o f  $1 m i l l  ion,  which was done. 

b. Product 

Catacamas s laughters and ships beef dest ined t o  U.S. 

i n d u s t r i a l  users and Puerto Rican supermarkets. Some sub-products are 

sold i n  Honduras. 

The slaughterhouse was purchased i n  e a r l y  1982 from a U.S. owner who 

had gone broke. Agrodinamica operates two other  slaughterhouses i n  

Honduras and one i n  Costa Rica. It changed the method o f  purchasing 

c a t t i e  imneidate ly  and placed s k i  11 ed meatcut ters i n  t h e  p lan t .  

c. Process - Technical Soundness 

The p l an t  i s  modern, clean and qu i t e  e f f i c i e n t .  The 

slaughtered animals move through t he  p l a n t  a t  a r ap id  pace and a l l  workers 

appear very productive. A change i n  c u t t i n g  technique has y i e l ded  higher 

p r i ces  for  beef cu t s  than t he  previous owner received. National inspec- 

t o r s  are  on the scene supervis ing clean1 iness and methods. 

A bone meal processor i s  1 ocated a t  t he  s i t e  and skeletons are i m -  

mediately processed. 

The f i n a l  product has an excel l e n t  appearance. The beef cu ts  are 

vacuum packed. 



The p l  ant  has a  d a i l y  capac i ty  o f  250 head. About 120 head are 

slaughtered d a i l y  and break-even has been estimated a t  60 per day. 

d. Markets 

A l l  meat i s  shipped by r e f r i g e r a t e d  container t o  meat 

brokers i n  Miami arid San Juan. There have been no d i f f i c u l t i e s  i n  s e l l i n g  

a1 1  the  produce e i t h e r  i n  terms o f  volume o r  quant i ty .  

The U.S. market p r i c e  guides what they w i l l  receive, and there fo re  

the p r i c e  paid t o  suppl iers.  

e. Management 

The consul tant  spent a  day and a h a l f  w i t h  Catacamas' 

management. On the  whole he was impressed w i t h  the knowledge, i n t e l -  

l igence and s i n c e r i t y  d isplayed by t he  general manager, the p l an t  manager 

and the  ass is tan t  d i r e c t o r  o f  admin is t ra t ion.  A l l  appeared t o  be capable 

and responsible. The accounting for* t he  group i s  computerized and a1 1  

spoke i n  t e n s  o f  t h e i r  project ions.  

f. F i  nancial  Soundness 

During i t s  s tar t -up per iod  i n  1982 and 1982/83, Catacamas 

l o s t  money -- $190,000 on $6.9 m i l  1  i o n  sales. During the  th ree  months i n  

t h i s  accounting period, J u l y  through September, 1983, they have been ahead 

o f  budget. They p r o j e c t  f o r  t he  year $9.7 m i  11 ion i n  sales w i t h  $571,000 

i n  p r o f i t s .  

The key t o  achieving t h i s  l eve l  o f  p r o f i t a b i l i t y  i s  main ta in ing 

supply, and as p rev ious ly  noted, they are present ly  operat ing a t  tw ice t h e  

break-even leve l .  A f t e r  a  decl i n e  i n  U.S. c a t t l e  p r i ces  through December, 

t he  consul tant  be1 ieves t h a t  Catacamas w i l l  be rece iv ing  h igher  p r i ces  as 

the e f f e c t s  o f  the  U.S. g ra i n  drought are rea l ized.  



g.  Farmer Purchases 

A t  present 249 catt lemen and In termediar ies  provide animal 3 

t o  the  plant .  F i f t y  l a rge  ranchers s e l l  t o  t he  p l an t  as do 100 small 

ones. The previous owner on ly  purchased from 5 l a rge  ranchers. 

The ranchers had t o  ad just  t o  a net  weight purchasing arrangement 

ins tead o f  the t r a d i t i o n a l  weight "one the hoof" method. This arrangement 

e l  iminates a l l  oppor tun i t i es  f o r  the s e l l e r  t o  t r i c k  t he  buyer. 

Catacamas sees Olancho province (which i s  l a r g e r  than El Salvador) 

and even Gracias a Dios province i n  the  f u tu re  as having increas ing ly  

greater  i m p o r t a ~ c e  f o r  l i ves tock  ra is ing .  The company has been prov id ing 

heavy equipment serv ices a t  cost  and on c r e d i t  t o  cooperatives, grupos 

carnpesinos, and other  ranchers prepar ing c r e d i t .  This type o f  assistance 

i s  impressive and important. 

The company should consider the feasi  b i  1 i t y  o f  r a i  s ing product ion 

even more qu i ck l y  through t he  f inancing f o r  a t r a i n i n g  component con- 

s i s t i n g  o f  a ve te r ina r ian ,  a pasture management spec ia l i s t s ,  and a ranch 

management spec ia l i s t .  

h. Foreign Exchange 

Sales i n  1982/83 were $6.9 m i l  1  i o n  w i t h  approximately 87 

percent o f  $6 m i l l i o n  generated i n  fo re ign  exchange. 

4. American Flower Corporation 

a. Loan Amount - $400.000 

American Flower has borrowed t h i s  money t o  f inance the  

expansion of 28,200 square meters of greenhouses f o r  pompon c u l t i v a t i o n .  

The loan bears i n t e r e s t  o f  13.5 percent and 1 percent payable a t  the loan 



c los ing .  The l o c a l  banks do have funds a v a i l a b l e  f o r  lend ing,  b u t  a t  23 

percent  i n t e r e s t .  The c u r r e n t  i n f l a t i o n  r a t e  i s  est imated a t  14 t o  15 

percent.  

LAAD-CA has l e n t  t o  American Flower on four  prev ious  occasions. 

American Flowers considers t h a t  LAAD-CA has been ins t rumenta l  i n  i t s  past  

expansion. 

b. Product 

The firm has operated i n  Costa Rica f o r  t h e  past  17 years  

and has we l l -es tab l i shed  m a r k t s  f o r  i t s  prodilcts. The company c u l t i v a t e s  

pompons and roses f o r  expor ts  t o  t h e  U.S and t h e  Caribbean and decora t i ve  

f i r m s  f o r  t h e  European, p r i m a r i l y  West German, market. 

AFC.grows t h e  product  on t h r e e  d i f f e r e n t  farms i n  Costa Rica. 

The owners were working on some minor  q u a l i t y  problems a t  t h e  t ime  o f  

t h e  v i s i t  which demonstratd t h e i r  conscient iousness. The employees d i s -  

p layed a g r e a t  deal o f  care  f o r  t h e  product  and t h e  f i n a l  product  was 

excel 1 en t  . 
c.  Process - Technical Soundness 

The greenhouses, whi 1 e n o t  permanent s t r u c t u r e s ,  a r e  fa r  

more s u b s t a n t i a l  than those e x i s t i n g  a t  t h e  t ime o f  ou r  1974 evaluat ion.  

The owners have t h e  product ion  process down t o  a r o u t i n e :  t h e  bed pre- 

para t ion ,  i r r i g a t i o n ,  fumigat ion,  p i ck ing ,  handl ing and sh ipp ing  are 

c a r r i e d  o u t  w i t h  p r a c t i c e d  p rec i s ion .  Seeds are  p lan ted according t o  

f u t u r e  d e l i v e r y  schedules and fo rced blooming i s  used t o  achieve 

simul taneous p l  a n t  maturat ion.  

The pompons and roses a r e  r e f r i g e r a t e d  and shipped v i a  a i r  f r e i g h t ;  

t h e  ferns, a more durab le  product,  a re  shipped by con ta ine r  t o  Europe. 



d. Markets 

The markets are as fo l lows:  

Cut f lowers Uni ted States 

L a t i n  America & 
Caribbean 

Ferns Europe 

Second qua1 i t y  cu t  
f lowers  Costa Rica 

Total : 

Percent 

4 5 

e. Management 

Michael Thomas and W i  1  bur Rarni rez, the owners, have devel- 

oped a wel l - run operation. Employee r e l a t i o n s  are good, and t he  employees 

are productive. 

F inanc ia l l y ,  AFC has been an exce l l en t  borrower from LAAD-CA repaying 

a l l  previous loans on time. 

f. F i  nanc i a l  Soundness 

AFC produced p r o f i t s  i n  1981 and 1982, but  i t  i s  a n t i c i -  

pa t ing  l i t t l e  p r o f i t  i n  1983 and 1984 because i t  an t i c ipa tes  expensing 

some o f  the expansion i t  i s  undertaking. When f u l l  operat ion i s  achieved, 

t he  p r o f i t a b i l i t y  o f  AFC w i l l  be subs tan t ia l .  

g . Empl oyment/ Income 

AFC employs 7 admin is t ra t i ve  workers and 230 f u l l - t i m e  

workers on t he  farms. The farm l abo r  i s  paid US8.60 per hour p lus  US$.30 

i s  paid i n  re t i rement  bene f i t s  and insurance. I n  add i t ion,  management 



evaluates i t s  workers 3 t o  5 t imes per year and based on those evaluat ions 

pays bonuses. Employees who tw ice  do not  rece ive a good eva luat ion are 

f i  red. 

h. Farmer Purchases 

AFC does no t  purchase f l  owers o r  ferns from other  sup- 

p l i ie rs ,  such as small farmers, f o r  resale. 

i . Foreign Exchange 

This year, the  company estimates exports o f  $1.1 m i l  1 i o n  

and imports o f  $300,000. 

5. I n t e rna t i ona l  Mar i t ime Trade. Inc. (INTERMATRA) 

Loan Amount - $300,000 

INTERMATRA i s a shrimping operat ion located i n  Vacamonte , 
Panama. The operat ion cons is ts  o f  a very modern, r ecen t l y  constructed 

processing p l an t  and two spec ia l l y  equipped shrimping vessels. LAAD-CA's 

loan was used t o  purchase the  two shrimping vessels. 

The loan has a f ive-year term and bears 13-1/2 percent. The loan had 

an 18-month grace per iod which w i l l  have t o  be extended given the  finan- 

c i a l  d i f f i c u l t i e s  o f  the  Company. 

b. Product 

The owners were experimenting w i t h  g e t t i n g  i n t o  the shrimp 

b~ js iness  when one o f  the  persons they were working w i t h  acc iden ta l l y  made 

l a rge  catches o f  Cabezon Shrimp a t  about 100 fathoms. Most shrimpers i n  

Panama t raw l  a t  7 t 17 fathoms. Thus, INTERMATRA e x p l o i t s  a natura l  

resource which was prev ious ly  unknown. 



The product i s  r e f r i ge ra ted  on the shrimping vessels so t h a t  they 

a r r i v e  fresh. A f t e r  processing the shrimp i s  f l ash  frozen. The q u a l i t y  

i s  superb. A l l  of t h e ' p l a n t ' s  output  i s  exported t o  the  U.S. 

Process - Technical Soundness 

The shrimping vessels are espec ia l l y  w i t h  heavy duty 

winches, cab1 es and nets because o f  t h e  weight involved i n  t raw l  ing  a t  

such depths. The Nino Current has s h i f t e d  f a r t he r  out  t o  sea which has 

made t r a w l i n g  a t  even greatec depths necessary. 

The p l an t  i s  one where a great  deal o f  t he  most recent technology has 

been introduced. The shrimp a r r i v e s  re f r i ge ra ted  and f r esh  i n  Vacamonte. 

The product i s  unloaded by l a rge  suct ion tubes which e l im ina tes  hand 

1 oading and open conveyor be1 ts .  It passes through cookers, peelers, a 

chemical sol  u t i o n  t o  maintain 1 i q u i d  content. A f t e r  manual so r t i ng  , 
excess moisture i s  removed, the shrimp are f l ash  frozen, and packaged i n  

a t t r a c t i v e  p l a s t i c  bags. The bags are boxed f o r  shipment by container t o  

Miami . 
INTERMATRA had some d i f f i c u l t i e s  dur ing the  s ta r t -up  phase w i t h  the  

i n t r oduc t i on  o f  a l l  o f  these new technologies. Most o f  t h e  technical  

problems have been resolved. As s ta ted  above, the f i n a l  product i s  excel- 

1 ent . 
d. Markets 

The firm i s  expor t ing o f  i t s  production t o  the U.S. 

Despite t he  exce l len t  qua1 i t y  o f  i t s  product, i t  i s  encountering d i  f f i -  

cul t i e s  i n  f i nd i ng  r e l i a b l e  wholesalers. The firm has not  received what 

i t  considers f a i r  p r i ces  an several shipments were not  accepted. 

INTERMATRA needs immediately techn ica l  marketing assistance t o  help 

reso l  ve these prob l  ems. 



e. Management 

INTERMATRA has techn ica ly  good management, but  t he  Plant  

Manager lacks  experience i n  t he  business. Good in format ion i s  ava i lab le  

exp la in ing the  cu r ren t  f i nanc ia l  p l i g h t  o f  the Company. The Plant  Manager 

and t h e  owners, not  having any experience i n  the business and in t roduc ing 

so much new technology i n  the  short-term, have rup up l a rge  losses, ap- 

proximately $1.3 m i l l i o n .  

Despi t e  these s tar t -up 1  osses , INTERMATRA ' s  management has overcome 

many problems, and appear t o  have the  a b i l i t y  t o  achieve p r o f i t a b i l i t y .  

f . Financ ia l  Soundness 

O f  t he  e i gh t  loans evaluated, INTERMATRA i s  the  l e a s t  sound 

f i r l anc ia l l y .  From LAAD's po in t  o f  view, t he  loan has s u f f i c i e n t  c o l -  

l a t e r a l ,  the  f i r s t  mortgage on the two shrimping vessles which were ap- 

praised ( t h e  appra isa ls  comprise p a r t  o f  t he  loan package) a t  $400,000. . 

I n  add i t i on ,  t he  Company's owners have very substant ia l  net  worths 

i n d i c a t i n g  t h a t  t h e  Company can weather t he  cur rent  d i  f f i c u l  t i e s  if they 

are w i l l i n g  t o  cont inue t o  back i t  f i n a n c i a l l y .  The danger f o r  LAAD-CA i s  

t h a t  t he  losses w i l l  mount up t o  such a  h igh l eve l  t h a t  even though 

p r o f i t s  are  poss ib le ,  the  t u r n  around can on ly  be achieved by l a rge  

anrounts o f  money and time. 

g  . Purchases from Independent F i  shermen 

INTERMATRA presen t l y  uses i t s  own vessels t o  t raw l  f o r  

shrimp. The Plant  Manager be1 ieves t h a t  once they work out  t h e i r  mar- 

ke t ing  problems, volume could be achieved by f inanc ing the  equipping o f  

independent shrimpers so t h a t  they, too, can t rawl  f o r  t h e  Cabezon 

species . 



h. Foreign Exchange 

The Company exports a1 1 o f  i t s  product ion and has 1 ow 

imports (about 20 percent o f  sales).  I n  1983/84, exports are estimated t o  

be about $1.1 m i l l  i on  w i t h  $200,000 i n  imports producing fo re ign  exchange 

earnings o f  $900,000. 

6. Proveedora In ternac iona l  de Mari scos 

a. Loan Amount - $350,000 

Proveedora In ternac iona l  borrowed t h i s  money i n  order t o  

purchase shrimp caught by independent fishermen. The loan has a tenn of  

f i v e  years and bears 12 percent i n t e r e s t .  

The loan i s  t he  f i r s t  given by LAAD-CA t o  t h i s  Company; therefore,  

the c o l l a t e r a l  and guarantees a re  subs tan t ia l .  LAAD-CA holds the  f i r s t  

mortgage on p l a n t  and equipment as we1 1 as personal guarantees o f  the  

shareholders. 

b .  Product 

Proveedora In ternac iona l  produces frozen shrimp. The 

shrimp are caught a t  conventional depths, 100 feet ,  by t he  Company's 12 

vessel s . 
The shrimp a re  no t  pre-cooked o r  peeled as a t  INTERMATRA, but they 

are sorted, boxed and frozen f o r  del  i ve ry .  While the product does not 

have the  exce l l en t  appearance o f  the  INTERMATRA product, the  Plant  Manager 

has no problems s e l l i n g  i t  i n  the U.S. o r  l o c a l l y .  

Proveedora's p l  ant  appears t o  be about twenty- f ive  years o ld ,  and 

apparent ly under government ownership was allowed t o  become q u i t e  de- 

c rep i  t. Proveedora has done much t o  r e p a i r  and pa in t  the p l  ant, move 

machinery i n t c  a b e t t e r  layout,  and c rea te  more san i ta ry  condi t ions.  



When Proveedora purchased the p l an t ,  on ly  one o f  the 12 vessels was 

i n  working order; now a l l  12 funct ion.  

c. Process - Technical Soundness 

The process, wh i l e  somewhat antiquated, i s  adequate t o  

produce good qua1 i t y  shrimp. Also, t h e  mechanical and manual so r t i ng  

enables t he  p l an t  t o  rece ive the maximum sales revenue possible. 

d. Markets 

Current ly,  80 percent o f  output i s  sold i n  the U.S. and 20 

percent i s  so ld  l o c a l l y .  Shrimp i s  shipped frozen t o  Panama City by t ruck  

and from there  by a i r  f r e i g h t  t o  the  U.S. Management c la ims t o  have no 

problems e i t h e r  w i t h  san i t a t i on  inspect ions o r  sales i n  the U.S. Da i l y  

green sheet p r i c e  quotes are ava i l ab le  v i a  te lex .  Proveedora i s  con- . 

s i de r i ng  a j o i n t  venture w i t h  an Engl ish firm which would provide i t  w i t h  

h igher technology, b e t t e r  markets and, thus, h igher pr ices.  

e. Management 

We spent an e n t i r e  day i n  the p lan t  observing the unloading 

o f  shrimp, so r t ing ,  etc. The Manager almost d i d  not speak a t  a l l  t o  h i s  

employees. He had no recent f i nanc ia l  f i gu res  ava i l ab le  -- they were i n  

t he  Panama C i t y  o f f i c e .  Despite a c a l l  t o  Panama City, these repor ts  were 

never del i vered . 
To the  Plant  Manager's c r e d i t ,  the  work crew knew t h e i r  jobs we1 1. 

One o f  t h e  owners was present dur ing  t he  v i s i t .  He seemed t o  be 

responsible f o r  the rapa i r  o f  the  disabled boats, f o r  expanding the pa r t s  

inventory ,  and f o r  main ta in ing t h e  drydock area. 



f. Fi nancial  Soundness 

The operat ion l o s t  $198,000 i n  1981, rebounded t o  a p r o f i t  

o f  $25,000 i n  1982, and i s  p ro j ec t i ng  p r o f i t s  o f  $229,000 f o r  1983. The 

owner present thought "they had made a grave e r r o r  i n  purchasing the 

p lan t ,  but  now i t  looked l i k e  th ings  were going t o  go a l l  r i gh t . "  

The LAAD-CA 1 oan w i l l  be instrumental  i n  r a i s i n g  the  p l an t  volume and 

lower ing per u n i t  f i x e d  costs which should lead t o  greater  p r o f i t s .  

g . Empl oymentl Income 

The Company c u r r e n t l y  has t he  f o l  1 owing personnel : 

Management 

Admin is t ra t ion 

; u l l - t i m e  product ion 

h r t - t i m e  product ion 

Boat crews 

Mechanics 

Total annual pay ro l l  i s  est imated a t  $96,706. Boat captains and 

crews are pa id  a percentage o f  t he  value o f  t he  catch. 

h .  Independent Shrimper Purchases 

LAAD-CA's loan which was disbursed i n  May 1983 was t o  have 

increased these purchases. To date  purchases have been made from three 

independent shrimpers. Management s ta ted t h a t  i t  w i l l  begin purchasing 

from seven add i t i ona l  independents i n  t he  near fu ture .  

There a re  advantages f o r  the independents: (1) Proveedora's p l an t  i s  

1 ocated nearer t o  r i c h  shrimping areas than i s  Vacamonte, t h e  government- 

constructed f i s h i n g  por t ;  (2)- Proveedora w i l l  make ava i l ab le  i t s  drydock 



f a c i l i t i e s  t o  them as we l l  as access t o  i t s  p a r t s  inventory .  The p l a n t  

has a speedboat which can be d l  spatched w i  t h  t h e  replacement p a r t  so t h a t  

t h e  boats do n o t  have t o  i n t e r r u p t  t h e i r  t r i p .  

Purchasing from independents i s  impor tan t  t o  proveedora f o r  two 

reasons: (1) t h e  p l a n t ' s  c a p a c i t y  i s  7.5 tons  per day and it c u r r e n t l y  

processes 1 t o n  d a i l y ;  (2 )  i t s  own boats  a r e  o l d  and t h e  upkeep i s  very 
expensi ve. 

P l  an t  management was very  open t o  purchasi  ng from a d d i t i o n a l  

i ndepender,t f i  shermen. 

i. Fore ign Exchange 

The P lan t  Manager noted t h a t  t h e  government d i s a l l o w s  t h e  

purchase o f  new equipment (such as f i s h i n g  vessels),  b u t  some imports,  

most ly  replacement p a r t s  from t h  U.S., a r e  made. He est imated t h a t  around 

78 percent  o f  t o t a l  sa les r e s u l t e d  i n  f o r e i g n  exchange earnings.  There- 

fo re ,  we es t ima te  f o r e i g n  exchange earn ings  f o r  the  c u r r e n t  yea r  a t  $2 

m i l l  ion. 

7. Empacadora Avicol  a 

a. Loan Amount - $700,000 

Empacadora Avicol  a which ra i ses ,  processes, who1 zsa l  es and 

r e t a i l s  chicken, i s  a d i v i s i o n  o f  t h e  Melo Group o f  Panama City, Panama. 

Empacadora Av ico la  borrowed t h e  funds t o  b u i l d  storage and d i s t r i b u t i o n  

f a c i l i t i e s .  At t h e  t ime  o f  t h e  v i s i t  t o  t h e  p lan t ,  t h e  new f a c i l i t i e s  

were 50 percent  completed. 

val  ued a t  150 percent  

LAAD-Cari be prev  

The l o a n  has terms o f  s i x  years  a t  a f i x e d  in te res t .  r a t e  o f  11.5 

percent.  The l o a n  was secured by f i r s t  and second mortgages on Melo assets 

o f  t h e  l oan  amount. 

i o u s l y  loaned $975,000 t o  t h e  Melo Group. 



b. Product 

Empacadora Avicola suppl ies 25 percent o f  the chicken 

consumed i n  Panama City. Sales f o r  1983 w i l l  be over $25 m i l l  ion. Once 

processed, t he  chickens a re  sold t o  wholesalers o r  t o  Melo's 21 Pio Pio 

s tores which r e t a i l  f r esh  and f r i e d  chicken. 

c. Procecs - Technical Soundness 

The processing p l an t  operates a t  a h igh volume, s l  augh- 

t e r i n g  16 t o  20 thousand b i r d s  per day. The 1 i v e  b i r d s  appeared healthy, 

t he  p l  ant  was sani t a r y  , and f i  nal  product was o f  very good qua1 i ty.  

The nroduct ion 1 ine, manned by approximately 100 workers, was 

equipped w i t h  automatic scalders and pickers.  

d. Markets 

The Company s e l l  s  a l l  o f  i t s  dressed chickens i n  the l o c a l  

Panama C i t y  market. It had considerable in format ion regarding i t s  com- 

p e t i t i o n  i n c l  uding up-to-date data on market shares. They est imate an 

annual sales increase o f  10-15 percent. 

The v i s i t  i n c l  uded stops a t  three Pio Pio r e t a i l  ou t le ts .  Their 

c l  i e n t e l  e i s  1 ow- t o  middl e-i  ncome persons. The o u t l e t s  are una t t rac t i ve ,  

bu t  w i t h  a 1 i t t l c  imaginat ion they could be upgraded t o  a t t r a c t  more 

customers away from t h e i r  competi t ion. Some o f  t h e i r  competi tors are 

s e l l i n g  from butchershop-type shops, and Pio Pio could do b e t t e r  i f  they 

more c l ose l y  emu1 ated Kentucky F r ied  Chicken o r  McDonald's. 

e. Management 

Based on a l i m i t e d  v i s i t ,  management appeared t o  be q u i t e  

top-heavy a1 though t h i s  could be a r e s u l t  o f  the  concentrat ion i n  one 

l o c a t i o n  o f  a l l  o f  the  management personnel f o r  the e n t i r e  Melo Group. 



Neverthel ess , the var ious departments contacted dur ing the  in te rv iew could 

qu i ck l y  produce in format ion requested. 

f a  Fi  nancial  Soundness 

Questions regarding the  d i v i s i o n s  f inances brought smiles 

t o  t he  face o f  the interviewee: whereas $780,000 i n  ne t  p r o f i t s  had been 

pro jec ted f o r  1983, i t  appears now t h a t  the f i na l  f i gu re  w i l l  be near ly  

$1.5 m i l l  ion. There should be no problem i n  repaying LAAD-CA's loan. 

Empl oymentl Income 

The d i v i s i o n  employs 718 persons w i t h  a pay ro l l  o f  $2.9 

m i l l  ion. The categor ies and numbers o f  employees are as fo l lows:  

Admin is t ra t ion 2 2 

Marketi  ng 7 5 

Processing 103 

L ive  chicken sales 18 

Farm operat ions 32 5 

Restaurants - 175 

718 

h. Independent Farmer Purchases 

Empacadora Avicol  a purchases chickens from on ly  two 

independent farmers. The t o t a l  purchases are 120,000 annually, repre- 

sent ing on ly  about s i x  product ion days i n  the  p lant .  The interv iewee 

expressed on iy  a l i m i t e d  i n t e r e s t  i n  expanding the  number o f  independent 

suppl i e rs .  

i . Foreign Exchange 

The Company exports none o f  i t s  product, and on ly  a 1 im i ted  

amount (we est imate around $200,000 annual ly)  o f  operat ing mate r ia l  s  o r  



suppl ies are imported. Freezing equipment f o r  the new storage f a c i l i t i e s  

are being imported from the U.S. 

Promociones de Exportacion , S.A. (PROEXPORT) 

a. Loan Amount - $250,000 

LAAD-CA's loan provides short-term working cap i t a l  t o  

PROEXPORT which i s expanding i t s  sesame seed inventor ies.  The loan bea-s 

12 percent i n t e r e s t  and i s  payable through 20 percent re ten t ions  o f  the  

borrower 's c o l l  ec t i ng  banks i n  the U.S. LAAD-CA prev ious ly  loaned 

$910,000 t o  PROEXPORT'S major shareholder. 

b. Product and Markets 

PROEXPORT intends t o  export  2,500 metr ic  tons o f  sesame, 

about 6.5 percent o f  Guatemala's sesame exports, i n  1983184. A subsidiary 

company, EXASA, i s  one o f  two deco r t i ca to r s  i n  Guatemala. 

PROEXPORT has no d i f f i c u l t y  s e l l i n g  i t s  decor t ica ted product t o  the 

U.S., Japan o r  Western Europe. As a deco r t i ca to r  i t s  product can enter 

the  U.S. market whereas import o f  Guatemalan natural  seed i s  forbidden. 

Sesame seed i s  used f o r  o i l  ex t rac t ion ,  i n  bakeries and snack manufacture. 

c. Process - Technical Soundness 

EXASA experienced technica l  d i f f i c u l t i e s  w i t h  an enzyme 

process i t  t r i e d  t o  introduce. Those problems were resolved when a more 

conventional deco r t i ca t i ng  process was used. 

d . Management 

PROEXPORT i s  c u r r e n t l y  managed by a person whc has estab- 

1 i shed a repu ta t ion  as a t roub l  e-shooter and turn-around speci a1 i sts. 

Under h i s  leadership,  PROEXPORT hopes t o  expand volume and thus p r o f i t s .  

We were f ~ v o r a b l y  impressed by t h i s  executive. 



e, F inanc ia l  Soundness 

PROEXPORT has been achieving small p r o f i t s  t o  date: 

$12,000 on $1.1 m i l l i o n  sales i n  1981; $5,000 on $458,000 i n  sales i n  

1982. Prel iminary f i gu res  show $90,000 p r o f i t s  on $953,000 i n  1983. The 

f i r m  hopes t o  achieve $1.5 m i l l i o n  sales i n  1984. 

LAAD-CA stands l i t t l e  chance o f  making a bad loan i n  t h i s  case, g iven 

t h e  re ten t i on  arrangement and the personal guarantee o f  PROEXPORT'S major 

shareholder . 

Employment i s  low: on l y  8 persons i n  admin is t ra t ion  and 63 

f u l l - t i m e  equival  ent  production empl o y ~ e s .  Annual pay ro l l  i s estimated t o  

be $58,000. 

h. Independent Farmer Purchases 

PROEXPORT purchased sesame from a number o f  independent 

farmers i nc l ud ing  6 which had an average farm s ize  o f  around 270 hectares 

and a very l a r g e  number o f  small farmers. 

Purchases from farmers equal led $357,000 i n  1982 and $718,000 i n  

1983. With the  LAAD-CA 1 oan and other  bank f inanc ing , PROEXPORT p ro jec t s  

raw mater ia l  purchases o f  $1.1 m i l  1 ion  f o r  next year. 

i. Foreign Exchange 

PROEXPORT exports 100 percent o f  i t s  product and imports 1 

v i r t u a l l y  no operat ing mater ia ls .  We p ro jec t  fore ign exchange earnings o f  

approximately $2.7 m i l  1 i o n  i n  1984. 


