
15A Lc' 

International Science and Technology Institute, Inc. 
Headqufrters: 1129 20th Street, N W.,Washington, DC. 20036 

202/785-083 1 . lelex 272785 IS11UP ° FAX 202/223-3865 

EL SALVADOR
 

CORSAIN
 
DIVESTITURE PROGRAM
 
PROGRESS TO DATE
 

Prepared for:
 
Agency for International Development
 

LAC/PS 
Contract No. LAC-0619-C-00-7038
 

(Task No. 24)
 

Prepared by:

Joseph Borgatti
 

International Science and Technology Institute, Inc.
 
Washington, D. C.
 

November 28, 1988
 

U.S. and Overseas Offices 
AlIngton. Virginia - Lewes, Delaware •Guatemala City. Guatemala . Cairo. Egypt . Jakarta. Indornesia
Rabat, Morocco . Dakar. Serecol 



CONTENTS
 

I. BACKGROUND . ...... .. .. ............
 

II. SCOPE OF WORK ........ ......................
 

III. EXECUTIVE SUMMARY ...... ...................
 

IV. ACTIVITIES DURING ASSIGNMENT 
 .............. 


V. ANALYSIS OF CORSAIN'S PROGRESS TO DATE. 
 .........
 

VI. DISCUSSION OF MAJOR ITEMS IN PORTFOLIO. 
 .........
 

VII. CONCLUSIONS ........ 
 .....................
 

VIII. RECOMMENDED ACTIONS ..... ..................
 

EXHIBITS 

- ii 

4 



I. BACKGROUND
 

This report builds on the work of 
Jorge Segura in Febru.ary 1988, and of
this writer in April 
1988. The two consultants concluded that
privatization was 
viable in El 
Salvador. and recommended that the AID
Mission help in developing a 
limited divestiture program within
CORSAIN. Their reports recommended helping CORSAIN to develop in-house
capability to handle the various phases of divestiture. In additon.
they recommended providing specific technical 
help in marketing 5
taroeted commercial enterprises. It was envisioned that the AID Mission
would provide the periodic services of 
an advisor and that, through his
intermediary, the required technical 
experts would be recruited as
 
needed.
 

I I. SCOPE OF WORK 

1. Determine the progress achieved thus far, reviewing:

-the number of properties tendered;
 
-the number of expressions of interest received;

-the price proposals submitted in relation to CORSAIN's base price;
-the 	preparation of company profiles for the five companies

oriainally owned by GOES.
 

2. Analyze the operational procedures for private placement of GOES
properties including approval requirements, asset valuation, level
 
of competition and disclosure.
 

3. Review the priorities of 
CORSAIN's current divestiture plan with
respect to the attainment of 
a good mix of 
"easy" and "hard"-to-sell
 
properties.
 

4. Present an 
action plan covering specific experts to be contracted
 
and the dates for execution of assignments.
 

III. EXECUTIVE SUMMARY
 

Since the beginning of 
the year, CORSAIN has sold 1 of 
its 5 wholly
owned companies (Centro Grafico), leased a major part of the tuna port
complex, sold one tuna fishing boat and leased the other, paid off 
half
the workers at 
Textilera Izalco preparatory to disposing of 
its assets,

and put the Hotel Presidente up for sale.
 

Of its 23 properties. 
17 became authorized for sale and 
were publicly
advertised. 3 were sold and one sale is being transacted. The 5
co-participations were not touched. Prices received were generallv

above the valuations.
 

CORSAIN's management group has shown dedication to its divestiture
 program, a strong 
sense of purpose and considerable flexibility. They
have made much progress, and along the way, have taken large strides to
cut back the subsidies that have so 
drained the company of financial
 resources which are 
needed to prepare assets for sale. Results have
been achieved under difficult circumstances -political, economic and
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financial- and without timely 
access to needed financial and technical
 
resources. They have got the train out of the station.
 

But much has been accomplished through improvisation. In order to gain
momentum and remain surely on 
the tracks, CORSAIN needs assistance. In
this regard, the situation does not differ materially from that
diagnosed and prescribed for in our April 
30 report. Exhibit 6
reproduces the executive summary of that report.
 

Speaking generally, CORSAIN's most pressing need is to get help in
valuing, marketing and financially packaging the Hotel Presidente. A
second need is to obtain financial resources to resume paving off the

remaining workers at 
IZALCO.
 

CORSAIN also needs to do a 
few other things: 
It needs to do something
different about selling its properties; and fairly soon it needs to get
expert advice and assistance on 
the divestitures of 
IZALCO and INJIBOA,
and in administering the port complex 
at La Union. Moreover, at the
same time there is a basic need to strengthen the capacity to plan and

implement the divestiture program.
 

The learning curve will 
be too long and steep, and the job too big for
CORSAIN's management team to adopt 
an on-the-job training approach in
findino out what works and doesn't work, 
and in planning for a steady

flow of divestitures.
 

The recommended actions 
are:
 

CORSAIN should:
 

1. Obtain expert help, before year end 
1988, to place a commercial
value on, and develop a marketing and promotion plan for the Hotel
Presidente. The assistance should include professional preparation of 
a
profile in 
English, and later, help in structuring the finances of 
a
 
sale.
 

2. Arranae financing of 
3.5 million colones, preferable before
Christmas. to 
finish paying off the Textilera IZALCO work force. In
addition. CORSAIN should provide an 
equipment list and preliminary
profile to J. J. 
Borgatti 
(JJB) in New York for his use in contacting
experts and.or potential investors to come down and have a look 
at
 
IZALCO.
 

3. Send sugar samples to Tootsie Roll 
Industries and invite a senior
representative of the company to come 
down 
to see the INJIBOA
installations and discuss a 
possible relationship. Assuming 
a favorable
reaction. CORSAIN should request the Government to liberalize its
policies as they affect sugar pricing and marketing, 
so that INJIBOA
could be sold to 
a group composed of workers, management, growers. plus

local and foreign investors.
 

4. 
Strengthen its abilitv to plan and implement divestiture programs

specifically by:


-getting out to find out first hand how others in the region have
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dealt with the same problems. At least, 
the President and one of
senior managers should plan for a no-later-than February trip to 
his
 

Honduras and Costa Rica.
 
-obtain the services of a manager who will, help
first of all,
revise the divestiture program so that priorities are assigned, and
realistic objectives, schedules and financial plans are set.
 

Secondly, this person will 
act to coordinate liaison with the
various entities on which CORSAIN depends, including AID, Ministries
of Hacienda and Justicia (the curriculum of 
a possible candidate is

enclosed as Exhibit 7).
 

5. Prepare a write-up on the Port, 
for translation into English, which
describes what the Port complex consists of, 
how much product is or
shortly will 
be caught, and other pertinent information especially

concerning the arrangements with Jose Pascual.
 

6. Obtain the services of a consultant 
to look over the arrangements
with Jose Pascual, 
and also to look at the whole complex from a port
authority approach, and make recommendations as to where CORSAIN should
 
go from here.
 

7. Revise the policy and 
strategy concerning property sales to permit
 
recourse to real 
estate brokers.
 

AID should:
 

1. Provide the funding for contracting the liaison/program manager
person to work with CORSAIN's sales committee, under the direction of
 
the President.
 

2. Help CORSAIN follow through on 
the leads developed during this
assignment and to line up the required experts by contracting with JJB
 
to do the followina:
 

HOTEL PRESIDENTE
 
- contact the 2 Miami 
hotel consulting firms to ascertain
their ability to get 
some one down in mid-December to do a
quick feasibility study on 
what the hotel is worth and how
it 
should be marketed, and transmit the information to
 
CORSAIN/AID as soon 
as possible
 

- follow through in 
late January to work with CORSAIN on the
 
financial mechanism of the sale
 

TEXTILERA IZALCO
 
- upon return to New York, contact LIDA manufacturing, and
through them, the two New York tabric companies recommended

by Connolly oi 
White Knight Industries to find names of

people qualified to come down and estimate the worth of
 
IZALCO and what to do with it.
 
-
contact 2 Guatemalan manufacturers, Habie and Russ. to
attempt to interest them in coming 
over to see the place.
 

INJIBOA
 
- take samples of currently produced sugar 
as well as the
two-year old stock, and deliver them to Tootsie Roll
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- phone the Chairman of Tootsie on Nov. 30 and discuss a possible
involvement not only 
as a buyer but as a possible equity holder.
If 
positive, arrange for the Vice Preeident, Press, to visit El
Salvador in December when he goes to Guatemala.
 

COMPLEJO PORTUARIO
 
-
 arrange for the services of a person to come down in late

January to advise on 
port administration
 

FOREST RESERVES
 
- re La Trinidad 
(105 manzanas) which has been categorized as a
forestry reserve by the Government, put CORSAIN in touch with the
Nature Conservancy people in the U.S. with the idea of working out
a donation program by firms holding Salvadoran debt or having

unrepatriated funds in El 
Salvador.
 

PROPERTY SALES
 
-
 investigate the possibility of contracting 
someone from U.S.
government property sales to come down and review CORSAIN's
program. The thought is that selling government properties is not
the same as simple commercial selling; they are 
 surrounded with
safeguards and procedures that, 
to the uninitiated, inhibit deal
making. The people who know how to do this well 
are from the U.S.
government whose 
job it 
is to dispose of government property
advantageously yet without impropriety. U.S. government property

selling is 
a major business.
 

3. 
Contract with a consultant to provide advisory services to CORSAIN
over 
a 4-6 month period involving spending on 
average 1 week per month
in El 
Salvador plus 2-3 days per month in the U.S. making contacts.
 

4. Consider whether it 
could help CORSAIN with funding to pay worker
indemnizations. The idea would be a rotating fund, replenished with
cash from CORSAIN divestitures. Included as Exhibit 8 is a write-up
done for the Honduras privatization program which featured a 
severance
 
pay fund.
 

5. 
Revise its mandate to the CORSAIN Project Manager 
so that he is a
full 
member of the CORSAIN divestiture team, maintaining close contact,
and taking part with them in their sales committee deliberations.
 

6. Make arrangements, and stand the cost, for 
CORSAIN's management
travel to Honduras and Costa Rica for 
latest mid-February.
 

IV. ACTIVITIES DURING ASSIGNMENT
 

REVIEWED THE FOLLOWING DOCUMENTS:
 

* The file of assets announced for sale, responses received, and sales
 
approved.
 

* CORSAIN Divestiture Program for 1988
* CORSAIN Financial Statements as of September 30, 1988
* Profile and Terms of Reference for Hotel Presidente
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* Briefing Book on progress of divestitures which 
was used to brief
the Governors of CORSAIN and the Minister of the Presidency on
 
9/7/88

Pre-feasibility Study of 
INJIBOA sale to workers, growers &
 
YNAZUCAR, by RODA 8/1/88.
 

INTERVIEWED THE FOLLOWING PERSONS:
 

* 
 Lic. Oscar Reyes. Assistant to the Minister of Planning

* S. Stephenson, Head of Private Sector Office, AID mission

* E. Altschul, Assistant to S. 
Stephenson

* 
Julio Rivas G., President of CORSAIN
 
* Lic. Zonia F. de Lievano, Gerente Industrial, CORSAIN
* Lic. Rafael Rodriguez Loucel, Governor of CORSAIN

* Lic. N. Villaroel, CORSAIN Marketing Manager
* Lic. E. Miranda, Manager, JIBOA 

PARTICIPATED IN THE FOLLOWING MEETINGS:
 

* Three meetinas of 
the CORSAIN Technical 
Sales Committee
 
(composed of: LIc. J. Rivas, Pres.; 
Licda. Z. Lievano, Industry
Manager & Secretary, Lic. Cartagena, Vice Pres.; 
Lic. Turcios.
 
Financial Manager.


* 
Two progress review meetings with J. 
Rivas & E. Altschul

* One progress Meeting with 0. 
Reyes & E. Altschul
 
* 
Meeting of the Board of Governors of CORSAIN
 
* Meeting of Board Of 
Directors of JIBOA sugar mill
 

V. ANALYSIS OF CORSAIN'S PROGRESS TO DATE
 

GENERAL ACCOMPLISHMENTS
 

Since the beginning of 
the year, CORSAIN has sold 1 of its 5 wholly
owned companies (Centro Grafico), leased a major part of the tuna port
complex, sold one tuna fishing boat and leased the other, paid off half
the workers at Textilera Izalco preparatory to disposing of its assets,
and put the Hotel Presidente up for sale.
 

Of its 23 properties, 17 became authorized for sale and 
were publicly
advertised, 3 were sold and one sale is being transacted. The 5
co-participations were not touched. Prices received were aenerally

above the valuations.
 

In financial terms, CORSAIN is in 
a break even position. A significant
cash flow from the Hotel Presidente has been offset by subsidies mainly

to Textilera Izalco.
 

CORSAINS's exposure is estimated to have been reduced by some 19.5
million colones to 272.2 million 
(U.S. 1.00 = 
5 colones); summarized as
follows 
(see Exhibit 1 for detailed listing):
 

JAN. 1988 
 NOV. 1988
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EAMOUNTE. IN COLONES MILLIONS] NO. AMOUNT NO. AMOUNT 

Properties 
23 13.8 20 11.0 

Whollv owned companies 5 242.3 5 225.6 
Co-participations in companies 5 35.7 5 35.7 

COMPARISON OF RESULTS VS EXPECTATIONS
 

CORSAIN had planned to have sold by this time some
sold or 16 properties 
, and
leased all 5 of the wholly owned companies. Of course, these
were very preliminary estimates by a newly installed management team.
At any rate, the shortfall 
in sales is discussed group by group in the
following section.
 

VI. DISCUSSION OF MAJOR ITEMS IN PORTFOLIO
 
Notes from meetinas in CORSAIN which took place during this assignment
are included as Exhibits 2 and 3, in order 
to provide the flavor and
some background detail 
on the portfolio as well 
as on CORSAIN's efforts
to divest it.
 

THE FIVE WHOLLY OWNED COMPANIES:
 

1. CENTRO GRAFICO - The company was able to find a buyer for this
printing company, which was perhaps the easiest to sell.
rented to the buyer until The plant was
he could arrange the financing. The sale was
closed for 2.6 million colones. which compares with 
a book value of 1.7
million.
 

Completion of the transaction involves getting the property registered
in CORSAIN's name before it 
can be transferred to the buyer; 
and that
requires considerable follow-up with the Ministry of Justice.
 
2. COMPLEJOPESQUERO -
CORSAIN appears to have extricated itself from a
losing arrangement with a Venezuelan tuna group and to have made
important progress in 
commercializing this tuna port complex which is
their most important investment 
(137 million colones). 
In the process,
they have had to rescue the two boats from seizure in Panama. This
important step, is one that could eventually provide a steady cash flow
(CORSAIN is currently more-or-less on
Pascual, an 

a cash break even basis). Jose
important Spanish company, reported to be among the top
three in 
tuna world-wide, has bought one boat outright for 3.8 million
dollars, of which 
1.8 million was paid in advance to permit liberation
of the boat in Panama and the remainder payable 500,000 per year over
four years. The other boat is to be rented, once liberated from the
Panamanian authorities, to this same company, with an 
option to
purchase. In addition the Spaniards have rented the refriaeration
chambers for 125.000 dollars per year. and have committed to spend an
additional 
one million dollars in port improvements.

Much more remains to be done to develop this port complex. There is a
need to lease out the ice making facility, and the ship repair yard.
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add complementary facilities to service ships and crews, and create a
 
new oraanization to administer the whole complex. CORSAIN has no

experience in organizing and administering a port authority, and will

need help in doing it. Also, they will need assistance in planning how
 
to supervise the lease agreement with Pascual.
 

3. TEXTILERA IZALCO - CORSAIN began paying off 
the workers in IZALCO

which was costing them 800,000 colones per 
month in subsidies, and was
virtually unsaleable until the swollen payroll with its severance
 
liability was eliminated. Of the 600 workers, 300 have been paid off at
 a cost of 3 million colones. Another 3.5 million are needed to finish

the job. As CORSAIN is out of cash, until 
new funding is received, the
 
program will have to be suspended.
 

The strategy for divesting Textilera IZALCO is that the parts are worth
 
more than the whole, and so the idea at 
the moment is to break it up

into its parts and to sell 
the lands -some as farms, some for urban

housing, as the case may be; sell 
the repair machinery as a unit to
 
someone in the machine/vehicle repair business; 
and sell the unuseable

machinery as scrap 
or to another mill for replacement parts; sell the

recreation facilities (swimming pool etc.) 
to a bank or other
 
institution seeking recreation facilitias.
 

CORSAIN will 
need to determine if the thread making and/or denim making

machinery can be kept together as a unit, sold as 
a unit, or otherwise

scrapped. The notes in Exhibit 9 contain 
a discussion of the next steps

in this regard.
 

4. HOTEL PRESIDENTE -
 The hotel has been advertised for sale, and bids
 
are to be opened January 18, 1989. Meanwhile, a valuation is to be

conducted by a 3 person committee, one from CORSAIN, and 2 from the

Ministry of Hacienda 
(1 each from property register and internal
 
revenue) none of whom could be said to be versed in commercial

valuation on 
a going concern basis. Shortly, ads are to be placed in

Central American newspapers plus the Wall 
Street Journal, and attempts

will be made to reach Asian and European investors.
 

The profile needs to be translated into English and expanded to include

data on occupancy, costs per room, cash flow etc. 
(see Exhibit 6 for

details). CORSAIN recognizes the need to get help in this task as 
well
 as in valuin, marketing and financially packaging the hotel. 
But it is

working within a tight time frame with limited resources.
 

The January 18 date is a constraint. While it would be prudent to do it

right and not hurry, the fact is that CORSAIN once before postponed the

sales date of the hotel, after already having offers in hand, and this
 
caused a credibility problem.
 

5. INJIHOA - The study commissioned to look into the creation of 
a

mixed capital company concluded that projected cash flow would be

insufficient to provide funds for the workers and growers to pay back

the obligations which they would 
assume. Therefore, the idea was
 
dropped, and nothing further was done with 
INJIBOA.
 

This writer felt that the valuation of INJIBOA at 50-60 million colones
 
was far too high for this money losing company. INJIBOA requires
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additional 
capital investment. inouts of 
more and better cane. and a
liberation of price controls to bernmp nrnfithie. 

At any rate. durinn thic A==innmint rnn*-4ro- wA m~dm with TootsieInd!istries of the 1i-S- whn hnwirl intirm=- in 
Roll 

A Inno term contract forrefined (as well as nl;nttinn whiti) -aan;r. inrlildina the purchase ofthe 26,0G0 qq of refined sitoar which has been stored 
(and
deterioratinp) for the past two years in 
a dispute between INJIBOA and
INAZUCAR. In addition, discussions were held with local 
officials
concerning liberalization of oolicies which would have the effect of
keeping INAZUCAR out of 
INJJBOA's ownership, and of permitting INJIBOA
to market its own suqar directly. Suqar does not carry the political
baggage that coffee does. Moreover, INJIBOA was never 
part of the
agrarian reform proqram. On this basis, the thought was advanced that
liberalization of policies affectinq 
INJIBOA would be feasible. The
 memo 
in Exhibit 4 explains this in more detail.
 

THE REAL ESTATE PROPERTIES
 
Previously, no property titles had been transferred to CORSAIN, but
during the April 
visit 6 were received, and since then 
13 more were
obtained, 
so that now 19 Drooertv titles have been secured and 
19
permissions to sell obtained from the Ministry of Hacienda. Of 
these,
15 have been offered for sale. Thus, the intention to divest is
 
evident, if 
not the result.
 

Nonetheless, the number of responses received was only 14. 
That more
 responses were not received was, in 
our opinion. due to a number of
factors. One is the difficult local 
environment -troubled economically
and politically. Another is the competition from the savings and loan
associations which finance the whole Dackaqe, land plus construction.

Also, CORSAIN's properties have not 
vet 
been advertised extensively.
Price does not 
seem to have been a factor as the ads have not mentioned
 
the selling price.
 

Without going into a market survey, our 
impression is that property
sales are going to take a much stronger effort, with more resources.
 
than CORSAIN now contemplates.
 

CORSAIN's latest ploy is to offer the properties first 
to Government
agencies, before going public again. The idea is to go where the money
is, to the pension/savings funds of 
4 agencies: 
IPSFA -the armed forced
pension institute; 
ISSS -private sector and autonomous agencies pension
institute; INPEP -government employees pension institute; 
and FSV
-oovernment housing institute. The tactic is to make special promotions
to these institutes as 
they not only finance the houses of 
their
members, but also buy land and put up houses, on 
speculation, for sale
 
to their members.
 

THE 5 CO-PARTNERSHIPS
 

The decision continues to be to keep these on 
the back burner,
therefore, there has been 
no action toward divesture. Pertinent figures

are as follows (see Exhibit 10 for 
more details):
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CORSAIN 
 PER CENT 
 BOOK VALUE
(000S COLONES) 
 INVESTMENT 
 PARTICPATN 
 OF INVESMTENT
 

INSINCA 13 
 31,U00 
 50% 
 24000
CONELCA 
 4,000 
 23% 
 5750
IMACASA 
 200 
 3% 
 360
QUALITY FOODS 
 500 
 5% 
 350
CEMENTOS MAYA 
 5 
 18% (NEGATIVE)
 

[1] Owes 3.4 million colones in dividends to CORSAIN
 

PROCEDURES FOR PRIVATE PLACEMENT
 

This consultant was asked soecificallv to look into CORSAIN's
 
practices.
 

There has been 
one orivate nlars-mpnt to date: 
the sale of the property
Colonia Dolores. located in 
a marninal 
area. The propertv was carried
on CORSAIN's books for 39.000 colones 
 and was sold for 60.000. The
purchaser, who was occuppvinq the building 
on the property, had long
sought to buy it. However. CORSAIN has stated that its policy is not to
do more of 
such private placements.
 

Nevertheless, CORSAIN's offer to government agencies is tantamount to 
a
private sale inasmuchas it has stated it will 
withdraw from public
offer any item which a government agency wishes to buy. Even before
this offer was sent 
out to some 
15 government ministries and agencies,
one or two properties had been committed for sale to government
agencies. CORSAIN's attitude is that these sales 
are divestitures and

they bring in cash 
as any others.
 

Some may question if 
such sales from one government agency to another
are really privatizations, even though they may be defended as

divestitures from CORSAIN's point of view.
 

VII. CONCLUSIONS
 

GENERAL
 

CORSAIN's management group has shown dedication to its divestiture
program, a strong 
sense of purpose and considerable flexibility. They
have made much progress, and alonq the way have taken large strides to
cut back the subsidies that have so drained the company of financial
resources which are needed to prepare assets for sale. Results have
been achieved under difficult circumstances -political, 
economic and
financial- and without timely access to needed financial and technical
 resources. They have got the train out of 
the station.
 

But much has been accomplished through improvisation. In order
momentum and remain surely on 
to gain


the tracks. CORSAIN needs assistance. In
this regard, the situation does not differ materially from that
diagnosed and prescribed for in 
our Aoril 30 ronnrt. Exhibit 6
reproduces the executive summarv n* 
 tht ronnnrt.
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Speaking generally. CORSATN' mn-t nr==inn ns,1 ic tn nwt helo invaluing, marketino and finanriillv nrkjninn 1he Hotel Presidente. A
second need is to obtain finanriA] resources to resume paying off the
 
remaining workers at 
IZALCO.
 

CORSAIN also needs to do a 
few other things. It needs to do something
different about selling its properties; and fairly soon it needs to get
expert advice and assistance on the divestitures of 
IZALCO and INJIBOA,
and in administering the port complex 
at La Union. Moreover, at the
same time there is a basic need to strengthen the capacity to plan and

implement the divestiture proaram.
 

THE PROGRAM
 

With regard to stratev, tactics and oriorities. CORSAIN. by
circumstance, has had to take a do-it-yourself approach. The company
has tried to do a 
lot of thinas across a 
broad front, respondino no
doubt to pressures -internal and external. The approach 
seems to be of
the shot gun type, to qet 
a lot of items out on 
the market and see what
could be sold. Now, with 
some exoerience. CORSAIN aooears to be
developing specific strateies for soecific sectors of the portfolio:

and this seems the riaht direction to ao.
 

With regard to property sales, it 
will orobablv prove not enouah to
await responses from aovernment aaencies. Even if they did respond,
CORSAIN would be hard pressed, with its limited staff, 
to deal with the
22 properties one by one on 
any effective cost basis. New strategies
might require enlisting the collaboration of professional real 
estate
agents to move the properties. This would also serve as 
a check against
the company's pricing assumptions. One idea would be to invite the
nation's real 
estate brokers to a 
forum where CORSAIN presented its
portfolio of properties for sale and worked out 
an arrangement whereby
the brokers competed for selling them on 
a commission basis.
 

There is much 
to do on 
the planning and implementation side. The
learning curve will be too long and steep, and the job 
too big for
CORSAIN's management team to adopt 
an on-the-job training approach in
finding 
out what works and doesn't work, and in planning for a steady

flow of divestitures.
 

CORSAIN's management needs to aet out 
and see how others have solved
the problems of setting priorities, achieving practical valuations,
devising marketing strategies, etc. Neighborino Honduras and Costa Rica
have already gone through many of 
the experiences that now await
CORSAIN. By getting to know their experiences, CORSAIN can shorten the
learning curve and at 
the same time tap into the privatization network.
 

CORSAIN also needs to be able to put 
more human resources into the
planning, implementation and control 
aspects of divestiture activities.

The hotel 
sale for one, the port negotiations and the Izalco actions,
to cite others, illustrate the point that CORSAIN could benefit from
more planning plus single responsibility for seeing that the plans get
accomplished. The sales committee is 
a good coordinating mechanism, and
for eliciting cross fertilization of 
ideas. But for action, there is a
need to place the responsibility in one pair of hands that is working
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under a tight plan.
 

Also, now that it is launched on the program, CORSAIN needs to follow
through on all 
the doors opened and ideas developed during this
 
assignment.
 

CORSAIN should consider adding a full 
time executive to manage the
operational 
details of the divestiture program, serving the President
of CORSAIN directly - working on 
planninq. bird-doqcinq the
inscriptions and valuations, liaisonina with AID/IESC/PNUD etc.. 
and
able to communicate CORSAIN's needs for assistance This calls for a
person with a 
balance of conceptual 
and transactional 
skills who also
enjoys good relations with and acceptance at the Ministries and with
the Ministers. With such 
a person CORSAIN could put 
some real effort
into revising its action plan. which is badlv needed. One of
principal the
tasks of this executive will 
be to work with the President
and his management staff 
to develoo 
a oractical divestiture plan that
lays out what is to be achieved, in what order, and how.
 

Planning is dwelt on so heavily in this report because there is so much
need to figure out 
just what actions are required in order to achieve
each divestiture, and then to out thei 
all tociether in
feasible way that says which steos aet dnni 
some orqanized,
 

first. etc.. 
With the
program handled in this manner, priorities would be set, 
each executive
would have his assignments, and the President would be freer to deal
with the achievement of policy changes rather than getting involved in
the mundane issues of advertising and small property sales. Exhibit 11
conains a brief outline of the planning function as we see it.
 

A final conclusion, which derives from the complexity of this
divestiture program coupled with CORSAIN'S limited resources and
experience, is the special 
need for AID to maintain liaison
can be on top of so that it
the program. It 
is not enough that the Mission observe
or accompany the process, it 
must participate in order to be helpful.
 

VIII. RECOMMENDED ACTIONS
 

CORSAIN should:
 

1. Obtain expert help, before year end 1988, to place a 
commercial
value on, 
and develop a marketing and promotion plan for the Hotel
Presidente. The assistance should include professional preparation of
profile in a
English, and later, help in structuring the finances of 
a
 
sale.
 

2. 
Arrange financing of 3.5 million colones, preferably before
Christmas, to finish paying off the Textilera IZALCO work force. In
addition, CORSAIN should provide an

profile to J. 

equipment list and preliminary
J. Borgatti 
(JJB) in New York for his use in contacting
experts and.or potential investors to come down and have a 
look at
 
IZALCO.
 

3. Send (through JJB) sugar samples to Tootsie Roll 
Industries and
invite a senior representative of the company to come down to 
see the
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INJIBOA installations and discuss a 
possible relationship. Assuming a
favorable reaction, CORSAIN should request the Government to
liberalize its policies as they affect sugar pricing and marketing, 
so
that 
INJIBOA could be sold to a group composed of workers, management,
 
growers, plus local 
and foreign investors.
 

4. Strengthen its ability to plan and implement divestiture programs
 
specifically by:


-getting out to find out first hand how others in the region have

dealt with the same problems. At least, the President and one of his
senior managers should plan for 
a no-later-than February trip to
 
Honduras and Costa Rica.
 
-obtaining the services of 
a manager who will, first of 
all, help
revise the divestiture proqram so that priorities are assigned, and

realistic objectives, schedules and financial plans are set.

Secondly, this person will 
act to coordinate liaison with the
various entities on which CORSAIN depends, including AID, Ministries

of Hacienda and Justicia 
(the curriculum of a 
possible candidate is
 
enclosed as Exhibit 7).
 

5. Prepare and forward to JJB a write-up on the Port. for translation

into English, which describes what the Port complex consists of. 
how

much product is or shortly will 
be cauaht. and other pertinent

information especially concerning the arranoements with Jose Pascual.
 

6. Obtain the services of an expert to look 
over the arrangements with
Jose Pascual, 
and also to look at the whole complex from a port
authority approach, and make recommendations as to where CORSAIN should
 
go from here.
 

7. 
Revise the policy and strategy concerning property sales to permit
 

recourse to real 
estate brokers.
 

A.I.D. should:
 

1. Provide the funding for contracting the liaison/program manager
person to work with CORSAIN's sales committee, under the direction of
 
the President.
 

2. 
Help CORSAIN follow through on the leads developed during this
assignment and to line up the required experts by contracting with JJB
 
to do the followino:
 

HOTEL PRESIDENTE
 
- contact the 2 Miami 
hotel consulting firms to ascertain their
ability to get some one down in mid-December to do a quick

feasibility study on what the hotel 
is worth and how it 
should be

marketed, and transmit the information to CORSAIN/AID as soon as
 
possible
 

- follow through in 
late January to work with CORSAIN on the
 
financial mechanism of the sale
 

TEXTILERA IZALCO
 
-
 upon return to New York, contact LIDA manufacturing, and through
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them, the two New York fabric companies recommended by Connolly of
White Knight Industries to find names of people qualified to come
down and estimate the worth of 
IZALCO and what to do with it.
-
contact 2 Guatemalan manufacturers, Habie and Russ, to attempt 
to
interest them in coming over to see the place.
 

INJIBOA
 
- take samples of currently produced sugar as well 
as the two-year

old stock, and deliver them to Tootsie Roll
 

- phone the Chairman of Tootsie on 
Nov. 30 and discuss a possible
involvement not only as a buyer but as a possible equity holder. If
positive, arrange for the Vice Preeident, Press, to visit El
Salvador in December when he qoes to Guatemala.
 
COMPLEJO PORTUARIO
 
-
 arrange for the services of 
a person to come down in late January

to advise on 
port administration
 

FOREST RESERVES
 
- re La Trinidad 
(105 manzanas) which has been categorized as a
forestry reserve by the Government, put CORSAIN in touch with the
Nature Conservancy people in the U.S. with the idea of workinq out 
a
donation program by firms holding Salvadoran debt or having

unrepatriated funds in El 
Salvador.
 

PROPERTY SALES
 
- investigate the possibility of contractin 
 someone from U.S.
government property sales to come down and review CORSAIN's program.
The thought is that sellina oovernment properties is not the same as
simple commercial sellinq; they 
are 
surrounded with safeguards and
procedures that, 
to the uninitiated, inhibit deal 
making. The people
who know how to do this well 
are from the U.S. government whose job
it is to dispose of 
government property advantageously yet without
impropriety. U.S. qovernment property sellinq is a major business. 

3. Contract with a consultant to provide advisory services to CORSAIN
over 
a 4-6 month period involving spending on average 1 week per month
in El Salvador plus 2-3 days per month in the U.S. making 
contacts.
 

4. Consider whether it could help CORSAIN with funding to pay worker
indemnizations. The idea would be a rotatinq fund, replenished with
cash from CORSAIN divestitures. Included 
as Exhibit B is a write-up
done for the Honduras privatization oroaram which featured a severance
 
pay fund.
 

5. 
Revise its mandate to the CORSAIN Project Manaoer so that he is a
full member of 
the CORSAIN divestiture team. maintaining close contact,
and taking part with them in their sales committee deliberations.
 

6. Make arrangements, and stand the cost, 
for CORSAIN's management
travel 
to Honduras and Costa Rica for latest mid-February.
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I I
ORIG VALUATONI INITIAL ES1 IVALUATION 
I I STATUS OF VALUATION I STATUS OF I 


ILAUTHORZATN TO SELL I REGISTRATION AND I I INHEN ACQUIREDISALE PRICE ORI SET BY I PRICE I DATE I
I I SOLD I C 0 N I E N T
IBASE PRICE IMIN HACIENDAII RECEIVED ----------- -I RESULTS OF OFFER I BY CORSAIN ----------- ----------- ------.............
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RECAPITULATION
 
S-TOTAL.POPERT 
 I 13,777,662 I -6,425,342 I 32,424,398 I
 
SUB-TOTAL PROPERTIES I 242,335,317 I 119,18S,911 I 53,832,731 I
 
SUB-TOTAL CO-PANES I 35,651,112 I (NOT SET) I32,122,226 I
 
SUB-TOTAL CC-PARTS--------------

---- -- -

1291,732,781 1 155,616,253 1118,349,355 I
.IOTALS.
.RAD 


AS OF 11/88 (ALLOWING FOR SALES OF CENTRO GRAFICO, I BOAT L 3 PROPERTIES:

REMAINING ASSETS -


I 1,979,856 I 31,666,342 I 27,159,369 I
 
SUB-TOTAL PROPERTIES 
 I225,615,16 I112,51UIB I37,19,282 I
 
SUB-TOTAL COMPANIES 
 I 35,653,132 I (NOT SET)I 132,122,226 1
 
SUB-TOTAL CO-PARTS 


1272,245,1641 134,166,342 I 96,475,577 I
 
..
 

- - : : tZ==================================================GRAN TOTALS:---------------------- - -- : : 



Exhibit 2 
NOTES FROM MEETING WITH JULIO RIVAS, NOVEMBER 15. 1988:
 

HOTEL PRESIDENTE
 
Wednesday, 16th. will 
announce the sale of 
Hotel Presidente. Phase
no.1 is the hotel 
(option to buy the adjacent land too).
to sell Phase 2 is
the surroundinq 
lands. Feels will 

way - qet more by doing it thissince lots in that zone are much souqht after. Profile and term!of reference are ready. A commission is valuinq it
CORSAIN). (Min. Hacienda &
On Dec 12, at 
the request of the hotel 
administration,
retired hotel man a
is to come down to make another avaluo (note: later
Julio told 
us not to let this interfere with brinoin 
 our own expert

down).
 

COMPLEJO PESQUERO
 
Will divide into 2 parts: 

1. Refrigeration installations 
- have made a rental contract with a
Spanish company, Jose Pascual, for 10 years. Pascual will 
make
finishing investments in eauioment. reolacement parts, containers
(tinas) for the refriaeration room at 
a cost of over 
$1 million, of
which CORSAIN will out 
in 1/3 to be reoaid out of canones. The olace
will be declared a 
free zone for boats to brina in their catches and
be serviced.
 

2. The boats  rented to IPER. Venezuela - complicated - not paying boats need repair. CORSAIN decided annul 
contract to rescue the boats.
In Panama  secuestro precativo. There are

privilegiados 

contra demands of creditors
 - ex. payments to the crew and credits to
Requires a IPERA.
fianza for the boats to qet out. CORSAIN workinq on it
through local 
banks here. May use 
INSINCA shares as a quarantee to the

banks.
 

Demands of $600,000 aqainst the boats.

Pascual Also owe $1.2 million. Jose
depositinq $1.8 million in Panama and will 
exercise option to
buy the boats. Eventually CORSAIN will 
pay the judqement of Panama.
 

P.& P. 
Marine Consultants in New York valued the boats at 
$3 million
and $4 million. Four years to pay 
- $500,000 per year.
 

Have legal ownership of 
the port. It 
is now the property of CORSAIN,
which no 
longer has to administer it 
on behalf of 
the government.
 

JIBOA
 
A difficult situation. Study wasn't favorable, concluded that buyers
couldn't support payment. So it will 
pass to INAZUCAR. I told him this
wasn't privatization. The transaction will be done after the 
1988-9
crop year. Banco Central will 
finance the transaction.
 

TEXTILERA IZALCO

CORSAIN is payinq off 
the workers 
- had over 600 workers. Company haslost C37 million while in the hands of the government. Now running aloss of C800,000 pt mcnth. 300 of

still 

the 600 are being let go. CORSAIN
owes social security on 
them. Average indemnization is C10,000 
-


-1



but some get as high as C52.000. Have already paid off 70 and have 10E
more pending to go and expect to reach 300 this week 
(note: did so) 
-trying to pay off the lower wage earners first. Its being done on a
voluntary basis.
 

Estuardo Castillo of Guatemala - fabrica de hilos  a candidate to buV
IZALCO.
 

CENTRO GRAFICO
 
Buyer got C2.6 million credit to pay it off.
 

PROPERTIES
 
Little response in general; for example, one fairly attractive
property got only one response.
 

Institute de pensiones publicos interested in buying properties for
public employees 
- bot the piece of

and will put up 

land on the beach for C4.4 million
a vacation spot for retirees. CORSAIN is usinq the
cash to pay the indemnities to IZALCO workers. CORSAIN's idea in
selling to the Government is that its qettina money 
- doesn't matter
from whom.
 
Sold Ruben Dario to the Drivate sector for the man's furniture
 
factory.
 

Sold Col. 
Dolores to a private lady for her bra factory.
 
Some offers CORSAIN has refused due to the form of payment proposed.

Ex. - Gabriela Mistral.
 

CEMENT BLOCK MACHINE
 
Got 2 replies
 

RE ORGANIZATION
 
The new VP is Cartaaena. formerly the Contralor.
 

Rivas would like to have an indemnization fund - which he wouldreimburse from the orooertv sa1p 
.
 



Exhi bi t . 

MEET-NG 11/16/88 WITH J. RIVAS (Pres. CORSAIN) & E. ALTSCHUL 
(USAID)
 

HOTEL PRESIDENTE:
Sales notice published today 
-
intend publish in C. A. & Wall
Journal. St.
Calendario: 
18 Jan open bids 
Min. Hacienda & Corsain are valuina. Canadian retiree coming 12/13
contracted by the administration of the hotel
Saneamiento leal has been done. Want me to help with the financial
 

to put a value on it.
 

packaging of 
it.
 

Make an approach to the Central 
Bank re debt or
Exxon. IBM etc have - bonds in dollars thata fund to redeem them  specifically for the
hotel
 

SETEFE manages balance of payments funds. C300.000 could be tapped with
their approval.
 

Sales to IMPEP to be in cash 
- 4 terrenos & Edif Gadala Maria 

IZALCO:
Indemnizations to cost 6.000.000 colones plus 
another 7,000,000 of
debts to third parties to be cleared LID.
 

Strategy is to close it for awhile 
- clean itdebt/workers. By today, 300 of the 600 workers will have been paid off.
Paved 

up in terms of
 

out d3 million; 
need another t3.5 million to finish the job (I
raised question of AID concedinq an indemnization fund as per Hnduran
model, attached), 
and will have to suspend proram until 
new funding
received.
 

PNUDI sending a tecnico. BUt CORSAIn would accept AID help in form of
tecnico. Are willin 
 a
accoet fact that they may have only chatarra left.
 

JIBOA:

The idea of 
a mixed company didn't make it. 
(I questioned its
practicality, anyway).
 

Find someone to do the valuation.
Could we brinq in an 
aooraiser to look at 
JIBOA? JIBOA not part of the
reforma aqraria: therefore. mav not 
reouire 51%
Julio believes ownership by
INAZUCAR not INAZUCAR.
interested in participation. I
Tootsie Roll Company's interest in aettino their hands on 
mentioned
 

source of suqar 
 a lon term
(see mv notes on conversations with A. L. Quinn). 
It
was agreed I would contact Tootsie to ascertain their interest in the
sugar.
 

Have until r'ebruarv to find 
a solution.
 

Talked about an ESOP. I said would need valor realmentioned that I thought a value of C50, 60 or 
for it to work; 

70 million would beunreal 
to buyers.
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It 
was thought I should mention ESOPS etc at 
the Governors meetinq
 

COMPLEJO PESQUEROO:
Have made contrato de arrendamiento de las camaras to Spanish group 
-
10 year rental. Spaniards will brino their ownboats: will
additional also make
investments. 
Later put in a processing plant for the tuna;
and still later a canning plant.
 
Could rent/sell other parts like the dique seco 
(dry dock). Could crear
a zona franca  a possibility to service boats that bring in their

catches.
 

Discussed the possibility of interesting the Japs.
 

CENTRO GRAFICO:
Three months ago rented it out to a group who negotiating the financing
to buy it. Bank has now approved the loan. Sales value is C2.6 million.
 

CO-INVERSIONES:

Re INSINCA/CONELPA. The U.S. and Jap socios want
staving in. see the government
These two pay dividends. The other three represent a dead
investment. Better to see them turned into cash.
 
Also. from an optic point of 
view. it would be better to sell 
IMACASA
and QUALITY FOODS:
 

BIENES DE RAIZ:
No offers for Tamarindo: thinking of dividing it into smaller lots.
 

FOREST RESERVES:
Three places are candidates for 
bosaues: 
La Trinidad
San Roaue - - 105 manzanas:
69 manzanas: 
La Argentina 
- 59 manzanas.
 
Could 
I out them in touch with the Nature Conservancy movement?
 

BOLSA DE VALORES:
 
AID is making a matching arant to the bolsa.
 

Miscelanous:

I questioned values derived bv Min. Hacienda people, because probably
not market valuations.
 

We aareed that need three tasks reaardino hotel 
and that CORSAIN would
ask AID to finance brinoina them in:
1. aet a hotel 
valuation expert down here immediately who would also
-
helo reoresent CORSAIN ante hotel chains on the marketina side of
thinos
 
2. Someone tc 
help with mercadeo & 
ventas
3. third person -financina alternatives 
- how it could be done
financially. 
This person could be me.
 
AGREED ON ANOTHER MEETING: 
TUESDAY AT 10:00 AM TO GUAGE PROGRESS.
 

-2- i J 



Exhibit 4
 

NOTES FROM PHONE CONVERSATION ON 11/16/86 WITH ALEX BEEHLER 
(WASH REP

OF TOOTSIE ROLL INDUSTRIES):
 

Tootsie has made one shipment from the D.R. when I couldn't help
them earlier this year to make a deal 
here (in El Salvador).
 

Alex will 
phone David Press and reoeat our conversation about the.
possibilities of 
a lonq term contract 
with JIBOA etc. and advising
 
that.
 
I will call him Tuesday at 10:30 AM.. Tel: 
(312) 838-3440. David Press
is in charge of sourcina: 
the one who does the travelina in the
 
company.

In his absence, phone Howard Embers VP & Treas, right under Mr. Gordon.
 
Tel: (312) 838-3422.
 

NOTES FROM PHONE CONVERSATION WITH DAVID PRESS, VP TOOTSIE ROLL
 
INDUSTRIES, 11/22/88:
 

Re the old sugar, depends on 
quality and packing. Re packing, they like
to use their own larqe bags: 
don't like to handle small bags. Can
probably handle this by havina local 
fillino with their own 
baas.
 

Quality another problem, and thev would like to see samoles.
 

Re shipping, they prefer Atlantic/Caribbean Dorts so that the carooe
 
can
 
go up the Mississippi to Chicago. If 
roads are 0ood, Puerto Santo Tomas
 
could serve.
 

If investment involved, he would have to talk with his Chairman. I said
it was. This will involve discussion of the country's stability and
other risks - especially re government price controls.
 

Their needs were formerly for high polarity raw suaar 
and plantation
white. They now have 
an additional need for 
a fully refined white
 
sugar.
 

Press will 
be going to Mexico and Guatemala shortly, and could ao
on to El 
Salvador. Meanwhile. he asked that 
I ohone his Chairman next
Wednesday (Nov 30) 
and discuss the whole matter with him. He also asked
me to bring up samples of current production of raw, white and refined
sugar plus samples of the old refined sugar which has been sittinq

around for 2 years.
 

J. J. Borgatti 

November 22, 1988
 



NOTES FROM CONVERSATIONS WITH MIRANDA 
(CORSAIN). ON 11/18/88 & BEEHLER
(WASH REP OF TOOTSIE ROLL INDUSTRIES) ON 11/21/88:
 

MIRANDA:
 
Doesn't know the Dolarization nf thp ?A.000no 
refined suoar still

stored. Its Driced at c 
91rf-


The color was white but it has been stored in a tugo of war betweenCORSAIN & inazucar for 2 vears. so has deteriorated in color (orano

brillante, color amarillo)
 

NOTES FROM MEETING WITH jIBfA RnAR 
fF DIRECTORS. 11/23/88:
 

They want to oo thrniinh with A nriv 
iiV7Atinn whsr- 4mn)ovees.
management and 
arowers nartirinA+6.
 

I explained how ESOPS wnrk and thAt. snon rplpction. if they hadfurther questions. E. Altsch,,l 
could answer them as he has a cood Qrasp

of the subject.
 

We talked about the need for strenqthened management team, especially
as regards marketing and finance. Discussion centered around bringing
in 
a Salvadoran group experienced in sugar mill management such as the
De Solas. This idea 
was well received.
 

Also well received was the idea of bringing in 
a company like Tootsie
Roll to provide a long term contract for (refined) sugar, and possibly

to share in the equity.
 

There was considerable discussion of 
the need to have JIBOA completely
private, and to be divorced from INZUCAR. In this connection, policy
changes would be necessary to permit JIBOA to market its sugar directly
abroad and 
to buy and sell without price direction from INAZUCAR.
 

They were warned that there is 
a long road ahead 
- with many obstacles.
I suggested they keep in touch with Altschul who could give them
 
guidance.
 

For my part, 
I would take product samples back to Tootsie and talk with
their principals about coming down for talks with CORSAIN and the
 
Government.
 

J. J. Borgatti 

November 23, 1988
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Exhibit 5 

REF: PROPOSED SALE OF HOTEL PRESIDENTE
 

At a meeting 

Altschul, it 

on Nov. 16 with Julio Rivas. Sonva LLevano and Ernesto
was aqreed that I would seek help for CORSAIN in
valuating and marketing the Hotel Presidente. This morninq, I phoned
Tom Wilcox, 
former Vice Chairman of 
Citibank and ex-Chairman of
Crocker Bank, who is a lona time director of the Hilton Hotel chain,
to request his help in findina the right person.
 
Tom was travelina in California and could not be reached. But
learning that he would be soendin 
 the weekend with Baron Hilton,
head of the company, I left the followinq message with his secretary
in New York (alonq with my office and hotel 
telephone numbers):
 
CORSAIN is putting up 
for sale to private interests 100% of the 240
room Hotel Presidente 
(I briefly described the facilities and
location) and seeks help in two areas: 
-Duttino a value on the hotel
(what is it worth?). -workino LID a marketing ola.] (how to sell it). 
I said we were seekino a recentlv retired hotel
possibly one still executive, or
with the Hilton chain, who could come down soon ona short visit to advise CORSAIN. I mentioned that expenses plus feewould be paid, but that the fee woiild carry an AID ceiling.
 
During the discussion with Mr. Wilcox' 
secretarv.
possibly Hilton itself qhe opined thatcould hp intrf ;=r1- in A narticioation.especially if a debt eouitv w;;n wmr-R invnlved. 
Note: 
I spoke directlv with Wilcox on Nov. 18: communicated all
the above to him, answered several of


questions about the hotel
as well as the political situation in El 
itself,


Salvador, and received his
promise to have someone from the Hilton organization qet back to me
in the next few days.
 

November 17, 1988 

J. J. Borqatti
 

NOTES FROM PHONE CONVERSATION. ON 11/21/88. WITH DENNIS HEINZ:
 
Heinz 
[tel: (305) 262-6220] is VP of Conrad
subsidiary of Hilton Hotels. He is an 

International hotels, a

engineer with a financial
background. His boss, Irving Williams is Senior Vice President in
charge of development of 
hotels in the estern hemisphere. 

After I described the proqram to sell 
the Presidente, he commented
that the first need would be for a marketino strateqy. He could help
by giving some 
"liaht" oroiections as
and also could qive an 
far as cash flow is concerned,
idea of how to market the hotel.
strategy would depend heavily on 

The marketing

the appraisal of the hotel.
appraisal The
should really involve a feasibility study.
 

1l
 



Heinz thought the best way to go would be to hire PKF or Laventhal
Horwith, who deal 
in this area, to do a market overview, which would b,
a step bel.ow a feasibility study. This would probably cost $10,000 plu.
expenses. Both companies have offices in Miami, and he could arrange

the contact.
 

He said that the key to the bottom line, in deciding on the purchase ,.a hotel, 
would be the averaqe daily room rate and the average occupanc,
rate. His rule of thumb is that room revenues less direct expenses
should provide most of 
the oross profit. Put another way, 75% of 
room
revenues should wind up in oross revenues. If a hotel
million in produces 10
room revenues. 7.5 million should be in 
oross profit.
 
He would want 
to see an analvsis of revenues for the past 10 years to
see what the qross profit was. and also to ascertain the cash flow. On[
of his rules of thumb is that the sales price is 8 times the cash flow.
If he asks John O'Brien, Vice President of Finance, located in Beverly
Hills, to have a look at the proposal,

analyze it. 

that is the way O'Brien wouldAnother type of analysis wouldpurchase price into the number of 
be to divide the hotel 

rooms. He thouqht that $10
could be cheap for million
a 240 room hotel. Granted the condition of the hote]
and the local circumstances could brinq down the price, nevertheless,
this works out to $40,000 per room which is a lot less than the $100
150,000 per room which it costs per 420 sq ft 
tc
 

room in other parts.
 

He thought it 
would be prudent to brinq in professional people to get
the hotel 
sold. Also, the profile should be in Enalish and be
professionally prepared.
 

Hilton itself miqht want to take a look at the hotel 
-provided
Salvadorans are interested in buvina in too. Hilton specializes in
resort and business/convention hotels. He opined that the Presidente
would fall 
into the latter cateoorv. He said that Hilton would be
remiss in not takino 
a look at it.
 

When pressed to take an active part. Heinz said he could make a trip tcEl Salvador after the first of the year, but not before, due to travelcommitments. 

J. J. Borgatti 
November 21, 1988
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Exhibit it 

=. .CERITS FROM APRIL :0 REFORT 

DIVESTITURE PROGRAM. CORSAIN,. EL SAILVADOR - PPRIL 13-28. 1988 

Ill. EXECUTIYE SUMMARY 
-- This government investment aoency hasdivestiture market iust stenped intoolace. While it the 

confidence is paininn experiencein marketino andsome relatively easywill have to to sell properties,be preparino itthe larae, commerc-ialhas considerable enterorises.investment. where itinto saleable mackaoes.will need specialized For this CORSAI\Jtechnical
rackaoing and marketing. 

help in appraisal. inancial/!eoal
should includeorofessional 

This the oreparation otsales document afor the commercialLnvestments and industrialand heio in identifyino
Moreover. buvers and contactinoCORSAI,1I w1.ill them.need to be an able to count on theof advisor availabilitv 
can see to 

who can help deal with problems alonc the .av. andorcvidino whosoeci alized t.chn:ical help and contact az
needed. 

There is 
a. vacuum 
that is ooino to be more and
an more .- cltin-house c-pabil:tv -the .lack oFfor va.Llatiin. esoeciallvooino- valuationconcern basis. The on aMinister of Hacienda.valuationsj.. has sugoe,.ted responsible forforminarepresentativ.,es of 
a commission composedthe Ministrv o

and CORSAINCOP.S IN for the ouroose.is to fulfill Ifits role on the c::ommittee.ladershio and indeed assumeof the aroup. it needs to acquire this caoabilitv.
 
lhe writer"s 
fundamental conclusion is
oreoared to carrv out 

that CORSA[N is not fullythe divestiLur-echarcged. As program with whicha test. it isthe Gadala Maria building salereal may orovelearning experience. to be i 
with CORS A I N simol'v does nottechnioues have familiaritvof divestiture. and withNe.erthl ess. enouah o-

what wor-ks and doesn't work.the elements are oresentstrengthenino that. with internalbacked bv outside orofessional assistance thiscleficiencv could be remedied. 

RECOMMEIDED NORI PLA - It is recommendedorovi de CORSAIN with 
that the Mission offer totwo types of assistance:* helD in develonino/strengthenin 

:its in-house capability 
for
admini sterino [he divestiture functionI help in Preparing to 
market the 5 taroeted commercial

e'nternrj ses 

'E": TFENGT_EJI['---
" Makei~ available to CORSAII'Jover a oeriod of for limited visits6 months. an advisor (from the CenterFr ,ati. z at ion) who 
!io

wou . d:
 
.wor t. , f: f:
with the
*-to identifv the precise 
-teps in taking 
an asset
-to to market.
establish cr-iter'ia 
for assigning priori
-to work up ies and.a ProoirTam for trackino the progress of 
each
divestiture cand:idate.
 



* 
helo the staff develop a standard format in both Enolish and
Spanish for profiles and Terms of Reference and. coincidentthe visits withof the outside experts, prepare new profiles and 
terms of 
reference.
* be oenerallv available to CORSAIN'." President and management toprovide counselino and make contacts.
* Provide the ooportunitv for key personnel, especiallyPresident. theto familiarize themselves with whatsituated country another similarlv(Honduras) is doino. in order to shorten the
learnin curve.* Provide the ooportunitv for trainino in soecific skillsvaluation. such asIn this connection, it is recommended that onebe desionated personto become the in-house valuation exoert, andoerson thatbe offered the chance to attend workshoos etc. outsidethe country in order to observe and learn the technioues.
 

THE 5 TARGETCOMPANIES 
 - The ,dvisor would arranoe also be responsible toto be made available to CORSAIN outside experts whoprovide specific advice and will
help to takeooint these 5 companies to theof divestiture. Basically. these experts would bet:he questions: WHAT HAVE dealino withWE? WHAT IT !S GOOD FOR? WHAT IS ITS/ALUE7 WHO SHOIiD FAIRBE INTERESTED IIN. IT? 

Generally. there would be one exoert oer company,down on a who would comeone--shot basi s and soend one week inexpert would back the cc,untrv. Theup his visit with 5 or more
information. 
 days abroad oatherincmakino contacts and report writino. 

OTHEP POTEITIAI_ FRTVATIZATION TARGETS - wide variety of tarqetsbeen identified by private sector groups 
has 

as well as GOES entities. 

GOVERNMENT WILL TO PRIVATI7E BEYOND CORSA;INThere are all kinds of ideas floatino around. withministry and more than ones ubministrv wantina to head the activity.indicate This doesa spreadino interest. But it is still a very nascent 
interest.
 

CO'ICLUS.Ifj! - the wri ter' conclusion is that the situationof social strains, is fullIand oolitical upheaval in termsthe of a shiftinonower structure. ofplus an economic/financial crisis.would be better to Thus itgo step bv-steo avoidino maior mistakes,be oreferable It wouldto build uo to a nationalproiects like CORSAIN. and let the 
plan through a series of

leadershio ,roblem of 
who is
be in charae. take care 
to 

of itself. 

The recommendation 
is that the Mission not oursue the idea of
na ional prooram at a
this time. The writer. asassignment. cou].d part o+ his nextsketch out what a national orooramof. and this coul d could consistorovi de the Mission
foundation material 

and GOES. if it desired. withfor further considerat:on and planning ouroosP.-.s 
TIING r he advisor would startexperts. He now to .line up the-hould then olan to return to El Salvadorand bring with him in 4-6 weeksthe first of the experts either for IZALCO or theCompl eio Pesuero. 



The remainino 
exoerts would be brought in 
according
agreed with to a schedule
CORSPIN so 
as not to overburden them.
 

ESTIMATED DURATION 
ND COST OF RECOMMENDED PROGRAM
This program is estimated to run over the 4-6 months.is estimated at 
next Its costaround $87.000 (Exhibit 6).
 

While CORSAIN" managers are gaining experience and 
momentum sellino
the real estate. they will 
need to be helped
their organizational capability. At 
to professionalize
 

the
helped to prepare each of 
same time they must be
the five companies for sale.
 

In addition, 
attention will 
have to be paid
w desoread belief to counteracting the
that their days 
are numbered. CORSAIN needs to be
around for a long time to get its divestiture job done;
to retain the staff with which to do it. 
and it needs


This requires them to deal
with the problems of 
morale and continuity.
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AGENCY' rOi INTEnNATIOlAL UEVELOPMENT 
tIPJITED STATES OF AMERICA A. I. 0. MISSION 

TO EL SALVADOR 

C/O AMERICAN EMBASSY. 

SAN SALVADOR. EL SALVADOR. C. A. 

TO WHQM IT MAY CtNCF.IM: 

I had the pleasure of working with ic. Baltazar Ferreiro1'arch, 1984 1987. During that period his primary 
fromto March,

responsibility was administraticn of the AID Balance of Payments SupportProgram with the Salvadoran Central Reservechanneled Bank (BCR). The programmore than t6o million to El Salvador during the period whenLic. Ferreiro was responsible for it. He was very successfuldevelcping a inworking relationship at al levels of the BCR. Thisrelationship allowed us to solve all problems which arose in the
implementation of this very important program. 
He was also able to
develop a very productive working relationship with the Arthur Young &Cb. contracted technical assistance team which gave the BCR anid AIDtechnical support needed to develcp a price verification programdetermine eligibility of and totransactions for funding under the program.The system developq.d 'Under Lic. Ferreiro's management is beingrecommended by AID/Washington as a model to be imitated In -other
countries. 

In addition to his excellent 
able on 

work with the BCR, Lic. Ferreiro wasseveral occsions to solve expeditiously speci fic problemsencountered by the AID Private Sector Office. An example of one ofthese problems was the risk of loss of rawcotton cotton by the La Carreragin due to the spontaneous ctn1ustion gin wasunable to function due 
at times when the 

to lack of electric power. When Lic.learned Ferreirothat others had work d unsuccessfully for two months to get agenerator to provide an alterrate power source, hepersonal challenge took it on as aand was able to coordinate the comercial hank, theBCR and the Caterpillar dealer to obtain the generator in three days.
In many such situations he rose to the occasion to solve problems whichothers had been unable to handle. 

shall always respect Lic. Baltazar Ferreiro as a friend and a
professional. 

SincerelV, 

Gregory F" Huger
Private Sector Office 

I 

http:CtNCF.IM
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14. CALLrl PONIRNTB y ?A. AVENIA NORTH 

BAN PALVADOM. 1L SALVADOR. C. A. 

.24 de abril de 1987
 

1979 
Licenciado
 
Federico Linares, Presidente
 
Banco de Guatemala,
 
Guatemala.
 

Estimado sefior Presidente:
 

A solicitud 
del Licenciado 
Baltazar Ricardo 
Ferreiro
extiendo la 
presente nota 
de recomendaci6n 
a su favor, la
cual se basa 
en la labor desarrollada 
por el Licenciado Ferreiro, durante los 61timos cuatro 
afios como 
funcionario

de AID/El Salvador, Oficina del Sector Privado.
 

Dentro de las responsabilidades que el Licenciado Ferreiro ha desempefiado 
y que se relacionan 
con este Baiico, se
pueden sefialar: el Programa 
de Apoyo a la Balanza de Pagos
y su Cuenta Separada; los cr6ditos en moneda local con 
fondos
generados por el anterior citado programa, el T.C.I.P.,la
Unidad 
de Verificaci6n 
de Precios Internacionales 
de este
Banco el Programa de Seguros contra actos 
de violencia 
a
bienes productivos 
y el de Reactivaci6n de la 
Zona Oriental
 
del Pais.
 

En el 
desempefio de tales actividades, demostr6 profesionalismo, cooperaci6n y discreci6n, 
lo cual consideramos satisfactorio, en consecuencia,. e extiende la presente 
recomen
daci6n.
 

Atentamente,
 

Alberto Ben' ez Hanil
 
Pres ente
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PRIVATIZATION OF STATE-OWNED CONMERCIAL ENTERPRISES 
ANNOTAiTED PROJECT PAPER OUTLINE 

III. :'ROjECT DESCRIPTION
 
C. PROJECT ACTIVITIES
 

2. DIVESTITURE SUPPORT COMPONENTS
 

While the thrust of the Privat:izatirn Project is to provide
3OH/112Ci'D! with t;e caoabilitv to imoeemert the process. cur analysis ardexperiernce ,.ip to now. miairly with the 10 prioritized firms plus FIAFS. -n,_-ws tnat there will e a neea for support mecnarisms : corlplemer theprocess. :t is recogrized that this is a small sample ard c;hat the
comoaiies to- be privatized are each so 
 di fferent from each other that ony,in te ac ual experience will the exact neems come to be known.Nevertneless, it is reasonable to qeeralize that support 'jill need to beprovioed. or, the ore harid. t,-o specific companies being privat izeo aru ,r,m7he ohner. to poterc ial buyers in order that the transact ions carmater ai ize. Basizal i/, these suppcrt element s irvolve fun lrg fnor:ceu:v. severarce pay, worler trainina, contract managemerec and clean- A.,cc,-z- for legal ar account irg work. Exhibit 1 (attached) shows the k-:.IsAnd vroun'i al', eeds wnric fi rst -rusn analyvsis suggests right exis: Nor
me) to nroritizea, rirrms. Gl:bally stated, the 10 firms would reorese t ac:io neo sales transactio r value :f L 85 mi i ion; a need for purchasecreoi :f rn amrurnt close to the sales va lIue ; mo:,dest amounts of work i!
:aoi a:i Aro small1 ut importarc amounts for severance pay, training,
'Iani c:eer,,; c:ntract 
 ari c lear--up crmioorents. It is difficult to
excrc:,l_':r 
 from this sample. first because it is small arn. as said. laynor te n'oresentat ive, but aIso because many cf the hard cases, wh icn wayinvoi e sig nificant clea-up work, have tended to be pushed t:, the en of
 

the r:cwrty lius.
 

Not all the cormoanies need support and noct all potert ial bu.ersn;ene .el:. At the sare n irmej there are some support elerier t i th'out wr iC-,nuvers or nv kird, well heeled or not, will be unwi1lin g to prcc:aed. u.esuch : a the or,:'visin tor taking care :f unfunded severance oa!. an thR
 
ciSc.ssi 
 , which foilcws, will indicate. 

In additior, there are other reasons for cons iderinaig supportrecharisms. Ore is that some of the companies to be privatizad may n:t betran:sferrable in their present condition without call ing some supportitem3. "hey may have to be put in operat i rig cord it ion, as i n, the case of-ACAXEA wnere there is a reed to, provide funding to finish assembling theeqi Mrernt ard dc, operat irg tests. To put such a company in operat irigcond iti on would require cacital of a medium-terrm rat ure ard technical 
heip. 

Second ly, there is a political arid social, if not econormic,
need to roaden the participation - to include labor, suoliers. arid youinqgr-fecsionais, possibly nrioe of whcm can participate without financial aidid mavbe other help as well. If they d: not participate, the process raynever really succeed. Moreover, the capital base must be broadened toaerrii the small Ho:'nduran capital market to absorb the mass ofprivatiz atio r. The optior of placing a great part of the privatization
holdings with foreign investors is unrealistic both in political and 



practical terms. The ircorporatiozn of these nor-traditioral investorsthe process is riot Only recessary, ir the case of Hor, uras. but it also 
intc 

complies with AID's overall Policy guidance cn irplemerniri privatizatinr
 
p': ograms worldwide.
 

DISCUSSION OF KEY ELEMENTS4
 

LABOR COMPENSATION FUND
 

fri every 
 case where a CONAD1 enterprise has "jorkers :n the
pav:ll, there 
exists an :bliqat;ion for' severance pay for wh ich r: furdinghas seen proviacea. in most instances, cash does rot exist ir the firr,m t,:,c:'ver t;his ,:,b IiQat icr. There are three types of pert irernt situatiors: 

One is where liquidatior/dissoluti on has to take place before atra'sfer c_an be made. Before the l iquidation can be effected, the workers 
nave a cai 1ar the assets arno must be paid. ri exariiale would be a companlike 'CEAUS INDUSTRIALES which is unable to itsrepay l:.an to CONADI ard.
havin, txoeriericea losses greater than its capital, m ust. under the law,oae di:ssolved or auctioned off. TEXSHONSA could prove to be a siriilar case. 

A second occurs wner the sale ozf a comparny brirg a charige ofo'wnership. Custom, notif right, requires that the workers be paid their
 severance way first, 
 ever if they are to be retained in the firm. And, ofcourse, a buyer wo:,uld be reluctant to take on this :,oligaticr. FIAFSA was
 
such a c:mpary. PRODUCTOS LACTEOS could 
 be one tooc,.
 

The thi:.dc occurs when, through the 
sale of CONADI'ssnaren,oldirng (way n'ot be controllirig) there would be layoffs. FIAfSA would 
be a case in point. 

T]RAINlWG 

Where layoffs will :ccur through transfer, there will be a
for retraining the workers for:, other 
nee
 

jobs. Such could be the case ifHCEROS INDUSTRIALES were dissolved ard its assets sold. However, at this
 
00int, t h is snou id rct be a ma 
)or it em.
 

A more likely rieed for trair irig would be 
 where an asset is to
oe put ito productio n requiririg trairing ir 
 skills n':,t currently existing
iocall'. PACARSA AND FUCENSA wo,uld be industrial examples. HOTEL BRISASDEL LAGO would be an example where a resort hotel is to be put back inti'operaticri aria there would be a reed to train the people of the vicinity to 
staff the operaticr. 

MANAGEMENT CONFrRACT 

ihere will be cases in which it will be necessary to contract 
ex Qe;ie;-ced niaraqerient to et a companyy up arid running ard show po,tertialirvestos its capabilities. An exarimpie w.ould be an iraustrial company likePACARSA, or LACIMUS SULA, where the dairy farmers cooperative does niotknow how t o, run such an cperat i ':ri as a c':'mmercia 1 firrm res pcio ring toriaret V":'rces arid n:,t to their special interests. Ir such a case, an
entity such as Lard-O-Lakes (also a cooperative) might be brought it- to 

/ 



rianace (and teacm,)f-r a few years. P different case would we where CONADIhas :0 take over s =onccrr, whicn has o:t been well maraqea my i-ys ownersarid oiust be kept 'urringiriq urtil new owners are fo,.und. Hot eI co'mparnies, ikeHoliday inr, woulu ue at exarple. In bcth cf 
the cases cited above. the
need will be for fur,ning to cover these 
costs when 
the cash canrct be
 
generated 
fr:,m within the business.
 

CLEAW-UP COSTS 

Fhere are gc irg to be cases where a team cf acc:untarts and

Kinancial exoerus will1nave tc be br:ugnt in to reconstuct; the comparyrec:rds ana accu'tz ar des.-ipr a fi arcial restrucurarig. In cother cases,

cnsideraole leqai 
eff:rt will be reauired tc work :ur legal
crilniicaticrs. as it, the case of MEJORES ALIMENTOS. To, the extent that the
DIU canrct, with As :wr rescurces, perf:rrm 
these furctiors. furir, a for
 
-hem wi l2 be required.
 

CREDI J
 

Twc: tvpes cf special creat needs 
are ervisioried as part cr the:;"ar,=fer cre:cess. 
O.e in to finance the acauisitor, of shares where suci acreolra enicle ac-es rot 
really exist or 
the motert iai borrcwers d- rot m e acca-' .o- i;in cr even, arquaol,, the cost i -i Qr,':naoitive). in exari le w,ou be tWe wcroers, managers and/cr suppliers of a 
ccmparv wisnir, to
ouv -Ii or 
a ors ior, of the shares cwred by CONADI. Generallv saeaking,
thev could riot. provide to a banR the collateral 
it recuires. Moreover, the , '3 wo=ula be unlikely to offer the riediur-term payoacK whi nh the 
borr,-wers reed. 

A second- type of special credit 
need would be for additicral
wory1 ,q or more likely, riediurm-term capital to brring a compaany back
its wrcuct ior pctent i al. 

to 
Given the company's experience, it would:z",:cajl not m,.raiif'/ as a U,:,:,ocre at risk. Moreover, the new :wrers would
 -ave :nwr c 
what caoital resources they possess to 
buy the c:mpar in theelri- place :o
a meet some if its more pressi g fi nancial reeds. Thus,
t hey wo,.,ul nor be in a posit ior to provide additional capital or to come 

u' with the cuarantees required by the banks.
 

CONCLUSION
 

The most likely and gereralized needs appear to be furndingo for severarce payments and purchase creait fo:'r the ron-traditional 
investors-mriarrageer t, labor, suppliers, arid prcfessicrals. Specialized needs,however, are likely to pop up, such as fund irg for co:'ntractirig managemert,
where the firm's cash 
flow does not yet justify, or for crtract 
irig a team
of clear--up experts. 
Only experience will 
tell the precise type and volume
of supcrt elements that 
will be needed. But 
it is importarit to establish 
cr ieria I:or their aoplication r'ight from the outset so that AID'sfn arcial suoport, is appropriately viewed ario used as a coIlereer irigelement and does rot 
become a crutch for any cr all of the 
participants to
 
the ar',cess.
 

CRITERIA
 

In oroer to be prepared to deal 
with the cases when they come
 up, the Mission way consider the followirg criteria:
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The kev criterinr, should be that the reeo to be satisfied isleqit imace. real and a'asOraaly docurImerted 
One whose fu.Ifi 11lmiert isrequired for transfer to
a 
 take place which meets
o:f the general i',Oijectives
the P;rivatization Process. The second criterion is that facilities dr,not already exist to which recoiurse can 
readily and reasonirably be had. A
clear example would 
be the case :f wiorkers and/i:r ranaqemenrt formingathemselves irto° ar, ernt ity to purchase shares ard 
being denied finarncing
froim 
a commercial institution:ri because they do rotlires qualify ry existing:'r cannot: come up with the required collateral. 

itn additi:- , other criteria can be laid d:,wn. One is that theruea carnot be 
vatisfied 
from the resources of 
the compary beiprivatizea. gO'n examiole is severance pay. If it is due and 
payable and
there areo 
 rfunds in 
the company to 
satisf, the obligaticn, then
-"Pe have funds-inq o;,: 
 I;: be provided befo-re the workers and buyers are going7o- anree 
 ,- the transaction. 
rnother criterion.r, is
F~unw', Are %o flow 
that if the support

to CONAD/GOH, as 
in the case of financinq the wo-rlers':'urcn1..ue . Eares rncri CONADI, that such funds be placed in a separateAcc..u.:, oe 
 a.i., 
an on lv for supo-rt transact ions. a r, er ,s._ in fac i litat inq ,-,ther 

With reparo to the Wey r-ie of credit in the privatization
. :ce_. .h 
 riai, or'o lem seemis to, be access to credit, and notits avail.nility o:r so, muchits cost. 
Access implies being able to, obtain, credit
wonora
an terms *1'.-,l iq to the borrower' s capabi 1 i ty to service the debt
to pr:vioe sufficier security. As this 
and 

implies redium to 
longer terrl
crmuit w.i chout f,li quaranitees, 
the lender'
s risk is greater tharn :r, hisnormal loans. 
Sirce credit can be key to: the real izat ion* of GOH objectivesof acnievinlq privatization, in 
the first 

it in 

place, ard second, ,:f realizirnga manner which broaders the base o~f 
share owrership by permittirg
tnie oar-t icipat ion of worker-s qrio-.ups, suppliers, managers arid 
 :ther
orfesaiorals. 
it is proposed that 
a supplemerntary lire of credit 
be
tearea. :n Iocai currency, For 
 o,special pri vatizati,- purA-)'p:,.es.
 

This orivatizatir, lire of credit would be channeled thr-,ugh
the Central 
Bank of H:nduras 
to enable co:,peratirq 
banks to, rediscourt
tneir privatizaticr 
loans under specific corditi,:irs. This would be a last
-'e:rn lin-e 
:f credit, and the 
banks would have to certify that the
norr:wer could 
rot otherwise qualify "for a loan at that 
bank. 
Ir the event
,thuth-
lan went unpaid, 
after due diligenice
tank. the bank would only repay 
or the part of the lending

to the Central Barik ,-,ne half the amountcue and .noaid. In other words, AID would share the 
loarn risk with the
corm erciai barks as 
an iricentive to get them to participate. With regard
to interest rates, 
it is assumiied that 
AID provides the funds
Central Bank at to the
 a rate corsisterit 
with U.S. Goverrmert cost 
o~f funds, that
the Certral Bank administers theri 
for its nicrmal fee, adding this charge
to 
the AID rate to arrive at the discounnt rate to,
w:uld ther be 
the banks. The banksfree to 
add i:iri a mark up consiste'rt with the risk arid
features of term
the loan. Alterrnatively, AID, 
 rinconsultatior 
with the CentralBark or 
other Honduran authozrities, might wish 
to set the raxirmum.i rates

chargeabie by 
the barks.
 

Exhibit 2E present 
a synoptic chart which summarizes the main
divestiture support compornerts discussed above, arid 
outliries the criteria
for their desigr ard implemerntat i:,n.
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ASSUMED 
COMPANY SALES PRICE 


IST TEN:
 

AZUCARERA 6,000,000 

YOJOA 


IEJORES 

ALI ENTOS 25.000.000 


AGRICOLA DE 9,000.000 
DE HONDURAS 


PRODS LACTEOS l0,C00,000 


SULA 

ACEROS 10,O, OW 

INDUSTRILES
 

Ii4CEPO 8,000,OW 

PACRSA 10,000,000 


INDS QUIN 5,0O,000 
CONRAD 

SYST INTL 550,000 


CONSTRUCT 


FUCENSA 2.000,000 

TOTALS: L 65.550,000 


EXHIBIT I
 

SUPPORT NEEDS: 10 PRIORITIZED COPANIES 

LABOR 
CREDIT NEEDS COM'PENSAT 

PRESUMED PURCHASER TO BUY OPERATE FUND 

50% CA-SA NONE 0 
 0 
50% C"NE GROWERS 2,400,000 0 0 

75% A .rl'.TINAT 15,000,000 0 0 

25% MGT/WORKERS 6.600,000 0 
 0 


20% OF LAND BY OF MALI 2.700,000 0 250, 000 
80% BY 4 REGIONAL GROWERS 5,700,000 

MILK PROD COOP 10,000.000 0 250,000 

COMPETITORS 10,000,000 0 33,000 

NOT KNOWN 7,200,000 0 230,000 

NOT KNOWN 10,000,000 1-14 MILL 0 

RID CTR TO UNIV FREE 5,500,000 
GREENOUSES TO GROWERS (1.8) 500,000 
PLAT TO MANAGEMENT (3.7) 800,000 40,000 

CONSTRUCTOR 
 500,000 100,000 
 0 
OR AUCTION 

PEINN ENG/H LEON 2,000,000 4,000,000 0 

77,600,000 5,400,000 803,000 

TRAINING 
FUND 

IANAGMNT 
CONTRACT 

CLEAN UP 
COSTS 

0 
0 

0 
0 

0 
0 

SERIOUS 
500,000 

80,000 

100,000 

0 0 

0 

0 0 0 

l00. 000 

300,000 

0 

800,000 

0 

500,000 



___________ m7amZ QflhmA T FUD EUJ cDfl,' cr-

Sfl0'Qh 6,cfX3cx 50 ME~ GIJulm 0
2,43=,Oo 0 0 0 0 

-iSAA:-LLT*AfL*Ezts-, 2cx,M,00 15,00 0--z%:roi-G 6,60, DDO1,)00,000 0 0 0 CA 
,)GICCA Co ~ 0 CF U%'D1WIH:2017-s 9,D),ax 2,O1,000 0MfBY 4 FIQ% GGnU 5,7J,COO 5)0,000 Z50,000J 1) 0 

naun= SIL lo,0'AGO CaPJx 1o,0yj,yow -:co,cxxj :50,cm 0 3mlo 

fl-kn 3,DXYJILM) IX f?~aW 7,20j, OO 1,COJ,000 -5,000 0 0
 
pic,-
 i0 Dx oo Im riol19,o0,D 14,3fl,DM 0 0 0 

=flim~s GTflrn.= M0GUOS 1,8tiW,O 500,000J03MD 5,000,0,J jalr 7)0 'VOa:E:, 3,700,000 EJJ,00 rODT 0 0 
rm c s=c 03SI 

Si.5 550,000 CiRXC 500,oG 100,000 0 0 0 
EtUM-S- 2,000~X M-4E-V/ I 2,000, DO 4,000,000 0 200,000 0
 
=a~p701% ~ STID tNZR 
 400,000 21M= 500,000 0 0 

M-s.17 ; x,ccoeN=l in-~00 0,0 50,000 0 0 
Mrl~1: £.6,5 ,000 73,400,000~M,3)0,000 1,850,000 200J,000 80,000 500J, 
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Ol'oe-aT1TLN X3PKT LE)MA:R~TION ZDESIrfM ~ IMP 

PEM"13 SAPPLICATIONg W10fTOUSE Wa~ NOTTOUSE MOM130llf~rij 
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Exhibit 9
 

NOTES FROM CONVERSATIONS WITH CHUCK CONNOLLY. 11/18 & 22/88
 

Connolly is partner & CEO of White Knight 
Industries
which cuts cloth in 
- a new company
Miami 
and sews it 
in Costa Rica
machines) under contract for Levi. 
(900 sewing
 

soent years as 
Gap and the Limited. Formerly. he
a production manager in 
the fabric business in the U. S.
 

Connolly said that people in the trade say that few in 
Central America
are qualified to evaluate Textilera Izalco. 
contract one pf 
He suggested that CORSAIN
the mill people from the U.S. 
-
Burlington. who like Cone Mills or
are the major producers of 
denim. He promised to talk
with Levi to get names, and then get back to me next week.
 

During the second conversation on 

Joev Habie of 

the 22nd. Connolly suggested inviting
Guatemala to have 
a look. In 
the first place, he said.
Habie already knows something about 
it. and could give
from a mill a quick analysis
standpoint. Secondly, he might be interested himself. Habie
owns and runs the largest plant 
in Guatemala. 
Another perosn who could
be interested is my old friend. Moises Russ of Pegasus Inc.a firm in Guatemala. CORTEX which owns(5022) 767-345 with the Haddad family. The
man running the firm. Les Williams. is very knowledgeable about the
business.
 

He also suggested that. 
on 
my return to New York I contact a friend of
his in the fabric business. His friend. Garv Kabler. oversees for LIDA
Manufacturing their production outside New York, and 
can introduce me
to the owners 
of the company. He reminded me 
to take with me an
equipment list.
 

Another company he suggested my contactina

producer of is Manes, a converter and
fabrics. 
 He did not have contacts at Burlington and Cone.
But he did suggest I contact a 
Burlington retiree who is workino in the
fabric.sewing business in Costa Rica. Joe Hamilton 
(506) 36-64-39.
 



------- --------------- --------- ------- --------- --------- ---------

Exhibit 10
 

CORSAIN -CO-INVESTMENTS
 

(INCOLONES THOUSANDS) 
 BOOK
ANNUAL NET TOTAL 
 NET DIVI- CORSAIN X PARTI- VALUE OFCOMPANY SALES PROFITS ASSETS WORTH DENDS 
 INVESTMNT CIPATION INVESTMNT
 

INSINCA 63,000 
 1,58 72,D88 48,00 750 31,000 581 24,808 

CONELCA 64,000 11,80 58,000 25,00 450 
 4,381 231 5,750 

IMACASA 20,000 908 28,080 12,00 208 3% 360
 

QUALITY FOODS 15,000 
 28 16,000 7.00 500 5X 350
 

CEMENTOS MAYA 36,000 (17,009) 
 73,00 (135) 
 5 18% (24)
 

H1] INSINCA OWES 
 3.4 MILLION IND!VIDENDS TO CORSAIN
 



Exhibit 11 

PLANNING & 
PRIORITIES
 

Start with GOALS 
- what 
is to be achieved
 

may require elicitino a 
mandate from Governors and/or Government
 

Conclude what is practical to achieve, and 
set objectives
 

Then decide how to do it
 

By analvzino: 

1. What there is 
to work with in terms of:
 

a. 
The companies and properties of CORSAIN  their condition
 
and possibilities
 

b. The resources of 
CORSAIN  people, experience and 
monev
 

2. The environment within which have to work
 

Then set objectives and priorities aimed at 
achieving a regular flow of
di vesti tures 

- based on common sense approach to doina 
some easy ones 
first in
order to gain experience and 
momentum and send out the riaht
signals to the public, and while doing these.
 

- work on 
the ones that will take a 
long time to prepare for sale.
 

Finally, set 
up check points for review along the way
 

/ 


