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A. 	 INTRODUCTION 

The following report is presented by the Resident Consultants of 
Checchi and Company, assigned to the Agricultural Credit Bank (ACB) 
of Jamaica to assist in the Implementation of t-he Agxo-Industry 
Project No. 532 - 0081.
 

This Progress Report covers the period from July 15, 1983, (when the 
Resident Consultants arrived in Jamaica) to August 31, 1983.
 

The Report provides information on the Implementation Plan for 
starting up the Project's Credit Component, the consultant's major 
activities during the period, the decisions taken by the ACB with
 
regard 	to issues related to the Project and/or tihe Implementation
 
Plan's strategy, and the Project's Implementation Progress expected 
to be achieved during the following month. 

B. 	 IMPLEMENTATION PLAN 

An Implementation Plan for the Project's Credit Component was 
submitted to the ADU. This Plan covers the period from August 1, 1983, 
to the end of the year 1983. The Implementation Strategy for the 
Project's Technical Assistance Component will be prepared in 
October, 1983. 

The objectives of the proposed Iplementation Plan are to complete

in a short period the most'essential aspects of the Institutional
 
Building Phase, and to start processing loan applications in a
 
systematic manner by the end of October. The Plan includes the.
 
schedule of activities and the inputs required.
 

The Plan was submitted to the ADU's Manager on August 5, 1983. The
 

Plan's 	activities are grouped under the following topics:
 

(i) Survey,
 

(ii) Credit Policies
 

(iii) 	Credit Procedures
 

(iv) Training and
 

(v) Promotion
 

Dr. K. Roache, Managing Director, approved the proposed plan on
 
August 26, 1983, subject to the following amendments:
 

(i) 	 The survey to assess the target group's credit worthiness 
will be carried out using as a sample the industries that 
have already made inquiries about project loans (atout 20 
industries) ,-instead of a sample which would also include
 
medium-size industries that have not requested loans so far.
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(ii) the activities of the Auditor/Credit Analyst (to assess the 
accuracy of the loan applicant's financial statements) will 
be carried out by personnel borrowed from the ACB's Internal 
Auditing Unit, instead of hiring someone permanently for the 
ADU. The Internal Auditing will provide the needed support 
upon request. On the other hand, the ACB will consider at a 
later date hiring on a permanent basis an Auditor/Credit. 
A-alys for the ADU; 

(iii) The Personnel of the ADU will initially be corposed of four 
(4) professionals instead of five (5)professionals)and two 
(2) assistants; 

(iv) the ACB will obtain the service of a professional with 
relevant experience on Industrial Credit Analysis to appraise 
loan requests, while the training of the ADU's personnel takes 
place. This person will be hired on a temporary basis. 

1. Activities In Progress 

a) Survey of The Target Groups 

The draft of the survey questionnaire was completed 
on August 9, 1983. However, the survey will have to 
be postponed due to lack of personnel to carry it out. 
The ADU's staff is the only personnel available to 
carry cut the survey, but, they will start their basic 
training program on September 6, 1983. 

b) Credit Policies 

The drafts, under the following titles, were submitted 
for discussion to the ACB on August 26, 1983: 

i) Suggested Credit Policies: ACB's Loans to CBs, and 
ii) Basic Policy Framework for sub-borrowers. It is 
desird'able that the ACB discuss these documents as 
soon as possible, and start negotiating the loan 
agreement with the CBs on the week of September 5, 1983. 

c) Training 

The design of the training program on Agro-Industry 
production and processing aspects was practically 
completed during the month, (please refer to point 4 
of the attached memorandum from Mr. Steve Morgan, 
Production Specialist). 

'Tre Terms of Reference for three (3) short-term 
consultants to provide training were completed on 
August 10, 1983. The ACB approved on August 22, 1983, 
to hire the consultants. Two of the consultants will 
provide training on Industrial Credit Analysis and the 
other on Agro-Industry Economics and Management. 

IV 



The total number of work days is 84 (app::oximately 
3.9 person - months). 

The Chief of Party recommended on August 29, 1983, 
to begin the training on September 6, 1983 (in spite 
that only twc (2) of the four (4) ADU's Analysts 
have been hired) in order to meet the target start 
up date for processing loan applications. The 
members of the ADU's staff that will be hired in 
September or early October, can receive later the
 
training that they miss. This arrangement is possible 
because the training program for September will be 
carried out by the long-term consultant 
Mr. Steve Morgan, and thus he will be available to 
train the staff that joins the ADU at a later date. 

It was also recommended that the ACB invites the CBs 
(and possibly other institutions) to select members 
of their staff to participate. in the training 
sessions. It would be desirgable to have a total 
of ten (10) participants. The training program is
 
attached to this report.
 

d) Credit Procedures
 

The Chief of Party (COP) expects to carry out this 
activity himself. Originally, it was planned to 
bring a short-term consultant for this activity. The 
COP expects that he will have time to complete this
 
activity before the Basic Training Program finishes. 
This will be possible mainly because the Survey to
 
assess the target group's credit'worthiness will not 
be carried out, and thus the COP will have available 
the time that he had assigned to analyse the survey
 
data and produce the report. Nevertheless, the
 
assistance of a short-term consultant could be
 
requested at a later date if it becomes necessary.
 

2. 	 Other Activities (not included in the Credit Component's
 
Implementation Plan)
 

a) Job Descriptions
 

Job Descriptions for the following positions were submitted
 
to the ADU's Manager during the first week of August:
 
Financial Analyst, Auditor/Credit Analys-. and Production/
 
Processing Analyst.
 

b) Others
 
',. 

Several equipment manufacture's ic-t-eA were contacted to 
request technical information and prices of equipment 
(please refer to point 5 of the attached memorandum from 

Mr. Steve Morgan, Production Specialist). 



Several candidates for the position of Production/
 
Process Analyst were evaluated on the basis of
 
information provided in their CVs (please refer to
 
point 2 of the attached memorandum).
 

A raw produce commodities list for planting and
 
harvest periods was prepared for future reference
 
(point 3 of the attached memorandum).
 

C. 
 REQUEST TO START PROCESSING LOAN APPLICATIONS
 

The ADU's Manager followimg instructions frbm Dr. K. Roache, Managing

Director, requested on August 29, 1983, the services of a consultant
 
to analyse loan applications while the training phase takes place.

Checchi will propose as soon as possible a consultant for this job.
 
The COP recommends to hire the consultant for six weeks.
 

D. ADU' s PERSONNEL 

Mrs. Leela Koshey and Mrs. Daphne Brown, ADU Officers, were hired
 
by the ACB and reported to work on August 22, 1983.
 

E. .PLAN FOR SEPTEABER 

1) The ACB establishes the Project's credit policies.
 

2) The ACB and CBs negotiate the loan agreement.
 

3) The basic training on Production and Process anpects is
 
completed.
 

4) The 2 short-term consultants who will provide training on
 
credit analysis, complete the preparation of the training
 
program.
 

5) 
 The short-term consultant who will analyze loan applications
 
begins 	a 6 weeks assignment in Jamaica.
 

6) The loan application's processing procedures are completed
 
(includes all the steps from receiving the loan application
 
to approving the loan).
 

7) 	 The draft of all the other credit system's aspects are
 
completed.
 

GUSTAVO GOMEZ
 
CHIEF OF PARTY
 

August 	31, 1983
 



MEMORANDLIM 
AGRICULTURAL CREDIT BANK OF JAMAICA LIMITED 

11 A-15 Oxford Road, Kingston 5. Telephone: 929-4000 

Mr. 	Gustavo Gomez - Chief of Party ACTIVITIES FOR MONTH OF AUGUST, 1983TO : 	 ............................................................... 
 SU BJECT : .......................................................................................................
 

FRO M : ..............................................................................................................
Production Specialist - Agro-Industrial DA TE :[... ...............................................................
29th August, 1983
 

Orientation
 

1. 	 During the forepart of the month, considerable time and effort was 
expended in developing information required for the project target. 

Project papers were reviewed in reference to:
 

Outline of the Agro-Industrial Project. 

The 	 magnitude and scope of the component, as to guidelines and 
limitations. 

The border line areas related to loan qualification. For example,
 
the question of credit for purchase of raw material versus
 
production credit for raw materials directed to an agro-industrial
 
entity. The nature of equipment and supplies qualifying under
 
the 	project outline.
 

Discussions were held with AC Bank's staff members and with
 
USAID personnel, in reference to the above topics.
 

2. 	Agro-Industry Development Unit (ADU)
 

The consultant prepared a guidance outline for the purpose of 
identifying qualifications in the selection of an agro-industrial 
counterpart. (Production/Processing Analyst). 

A list of candidates was developed through the assistance of the 
Placement Officer, UWI. A list of chemical engineers, food industry 
engineers, and industrial engineers was examined and comments were 
discussed with the Chief of Party and Project Manager. 

Prepared a concept for the requirement of an agro-industrial 
engineer, and proposed scope of work.
 

Prepared comments and suggested amendments for the position 
justification and work scope. 
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3. Prepa7.. A a raw produce commodities list for planting and harvest
 

periods for Jamaica. Assistance was provided by the Crops Specialist,.
 

Mr. Hunter.
 

4. Maximum effort for August has been dedicated towards the prepartation
 

of training program for the selected persons who will participate
 

in the training sessions. The objective of the sessions will be to
 

develop a total concept of how the processing industry functions.
 

The consultant's intent is to cover the entire spectrum from "seed"
 

to "finished product." In doing so, it is my hope that methodology

and procedures for appraising technical aspects will be developed.
 

In pursuing this objective, we will relate to all the steps that are
 

associated to equipment needs and support.
 

The introduction to the agro-industrial sector will not be easy to
 

absorb in a one-time-go-around (even with lengthy sessions); it
 

will be necessary to introduce varied subject matter, periodically,
 

over the year span.
 

Equipment installation, utilization, will be examined on the basis 

of: Existing - Alternatives. 

Increase production volume. 

Increase factory efficiency.
 

Promotion of quality.
 

Technical and factory management.
 

Effect of procurement problems cost of basic material.
 

Cost of processing (influences)
 
raw materials
 

quality control requirements
 

labour, qualifications
 
time and length of supply
 
product mix
 

scale of operation
 
support services
 
reliability
 

Effect of distribution costs.
 

A good understanding of the plant layout for each prospective client:
 

- equipment utilized, capacity, condition, versatility.
 

- operational periods, using capacity
 

- quality control availability, guidance, regulations.
 

Effect of raw material supply fluctuation:
 

* as to method of purchasing
 

- potential supply for expansion and diversion.
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Essentially my training sessions will include:
 

A method to examine and define constraints, and recovery, generate the
 
thinking, considerations, in relation to the individual loan request
 
and the varied makeup os the processing entity.
 

Operational functions and identification of equipment required.
 

5. 	The National Canners Association, Continental Can Corporation and
 
several equipment manufacturers have been contacted as a prelude
 
to developing a source, technical literature, and pricing reference
 
pool.
 

A request for a slide projector, slide holders, screen, flip chart
 
type material, et al has been run through Mr. Hales office.
 

My airfreight has not as yet cleared customs, containing technical
 
and back-up material which will eventually fit into the advisory
 
spectrum,
 

6. 	Comments
 

The consultant plan to acquaint himself with the processing of
 
agro-induttry sector as soon as possible in order to catalogue
 
existing plant layout and equipment. The information reported
 
for plant visitations by a prior consulting firm is very generalized,
 
and an actual profile on condition need should be amplified.
 

7. 	Notwithstanding, was the time consumed in the search for housing and
 
attendent requirements.
 

I have now achieved a measure of success in leasing a home. Anticipated
 
move in date is approximately September 5th.
 

STEVE MORGAN
 

ST: jg 



TRAINING 
 PROGRAM
 

SUBJECT I: JO8f INDUSTRY PRODUCTION AND PROCESSING ASN0?S 

Objectives To acquaint the ADU's staff with the
 
Industrial Processing Operations, from
the handling of raw materials to the 
the finished products. 

Main Topice Processing Operations, Quality Control, 
Equipment, Containers and Labels. 

Plant 	Visits 
 One-third of the Training Sessions'
 
period will be used for Plant Visits,

and discussion of the participant's 
observations.
 

Period 
 September 6, 1983, to September 23, 1983.
 
the Training Sessions will be held
 
Monday thru Friday for approximately 
3 hours each day. 

Site 
 The ACB.
 

NOTE: 	The COP requested the Production Specialist, about one month ago,to carry out the Training Sessions for 6 - 7 hours each day,(combining classroom meetings with visits to plants), 
if it 	were
possible to make timely arrangements for visiting the plants.
 



TRAINING PROGRAM
 

SUBJECT II: AGRO-INDUSTRY CREDIT ANALYSIS 

Objectives To enhance the participant's capabilities 
to analyze the procurement, marketing, 
financial, and managerial aspects of 
industrial businesses. 

Main Topics a) Marketing: 

Raw materials and processed product trends.in market supply and demand (local and 
foreign markets) and seurces -f 
information; sub-borrowers' pricing 
criteria, distribution system and mark ups
at each stage, advertising, product 
quality and packaging; consumers' 
purchasing criteria and attitudes; 
present and potential competition from 
other products and processors; and raw 
materials purchasing strategy and 
agreements with suppliers. 

b) Economics: 

Marginal analysis; relevant costs and sunk 
costs; break-even; fixed, variable and
semi-variable costs. 

c) Finance: 

Basic accounting principles, Balance Sheet 
and Profit and Loss Statements, financial 
situation and risks, present value of 
money, return on investment and sensitivity 
analysis, financial exposure, cash flow 
projections, and pro-forma Balance Sheet 
and Profit and Loss Statements, basic 
financial policy issues. 

d) Organization and Management 

Management strategy for accomplishing the 
firm's objectives, organizational arrange
ments, planning, budgeting, information 
system and control. 

Site To be determined by the ACB 


