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Tne Latin American Agribusiness Development Corpcration (LAAD)
and LAAD de Centroamerica (LAAD-CA), its principal operating
subsidiary, are functioning and are achieving a number, if not
all, of the purposes for which they were designed. To date,
LAAD loans and investments have been directed primarily to
projects already conceived, launcred and developed by investors
in the regicn. It selected those projects which best met its
criteria ra-ner than acting as the promoting force for projects
in areas pre-selected by LAAD. As a result, there is a con-
siderable unevenness among the projects in terms of their
impact on agribusiness development and the development of broad
investor interest. It is early to measure the impact of LAAD
operations in the region upon such things as employment, export
earnings, agricultural practices, and small farmers but the
evaluators do draw some ternitative conclusions on these matters.
LAAD's effort to develop a Central American capital market

have been serious and sincere, but not yet of measurable
importance. To some extent, LAAD oerations have resulted in

a number of commercial bank loans to assisted enterprises and
this perhaps is its most important step in the capital market
of Central America. The evaluators made 20 recomrendations

in the areas of loan policy, operational policy, capital

market development, financial policy and additional financing.
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Dear Mr. Crisler:

We are pleased to present our final report of the evaluation of the
Latin American Agribusiness Development Corporation, S, A, (LAAD)
cornducted during the past six weeks.

We wish to express our gratitude for the full cooperation of the
President of LAAD, Mr. Robert L.. Ross, and Vice President Thomas
W. Mooney, whose assistance was invaluable in completing the work in
the brief period provided. LAAD provided project analysis and internal
planning papers, as well as planning a complex itinerary through the
Central American countries and assuring that our interviewees were
prepared Lo receive us, Mr. Pirie M. Gall provided valuable guidance
in organizing the study and in editing the final report,.

We emphasize our generally positive assessment of LAAD's opera-
tions to date. The Corporation has financed a number of ventures which
otherwise would not have received support, and has been instrumental in
strengthening many of them. We believe that the excellent ma hagement
of the Corporation is capable of improving on this strong record. AID's
interest is, of course, to assure that specific developmental goals are
met, as well as examining the validity of certain of the goals themselves
in relation to LAAD. We believe that LAAD can be both venturesome
and viable at the same time, offering returns to shareholders while
influencing the growth of agribusiness and the formation of capital in the
sector, While we have found matters of policy and operations to criticize,
our purpose has keen constructive; to assurc that LAAD improves on its
record as both a business and a vehicle of development,
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SUMMARY OT OBSERVATIONS AND RECOMMENDATIONS

A, Observations

A review of LAAD at its headquarters in Miami and its Central
American offices in Guatemala City was followed up by visits to some
19 projects in the five Central American republics. LAAD investments
and loans to these projects represent approximately 51 percent of all
LAAD [inancing disbursed to date. This field review was invaluable in
assessing the impact of LAAD projects upon the agricultural secters of
the various countries, the interrelationships and linkages of projects and
the financial and economic soundness of LAAD operations ir Central

Amesarica.

The two basic purposes of LAAD were, first, to support and
augment the capabilities of the private sector to enter into agribusiness
activities in Central America on a systematized, interrelated basis with
emphasis on non-traditional exports; and second, to contribute to the
development of a capital market in Central America and to transfer

ownership of LAAD's investments to local investors over a broad base.

LAAD and LAAD de Centroamerica (LAAD-CA), its principal
operating subsidiary, are functioning and are achieving a number, if
not all, of the purposes for which they were designed. The shortfalls
of LAAD, when/measured against its objectives, can be attributed to:
(1) external events and influences over which it has no control; (2) the
speed, in part, with which a large number of loans were made; and

(3) the ambitious targets set for LAAD,

1. IEvaluation of LAAD's Agribusiness Development Eifforts

To date, LAAD loans and investments have been dirccted pri-
marily to projects alrcady conceived, launched and developed by investors

in the region. It selected those projects which best met its criteria
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rather than acting as the promoting force for projects in areas pre-
selected by LAAD. As a result, there is a considerable unevenness
among the projects in terms of their impact on agribusiness develop-

ment and the development of broad investor interest.

In some cases, LAAD projects are in the correct area of develop-
ment but are undersized or underfinanced. In other instances, the
projects' relationships to the larger agribusiness picture is tenuous.
In yet other cases, the projects are strong financially and conceptually

but have no future as vehicles of broad investor interest.

The experience gained by LAAD in the utilization of the first AID
loan will be invaluable in future operations. LAAD management fully
appreciates the weaknesses and strengths of its loans and investments
and even now its approach to new investments shows the impnact of that
experience. Two examples suffice. LAAD appreciates the importance
of market planning and intelligence, cspecially in the United States, in
designing Central American agribusiness investments. Therefore,
LAAD is about to employ a stateside marketing specialist to actively
assist Central American exporters financed by LAAD to price and dis-
tribule their products. The second example is the promotion of a
fertilizer mixing plant -- a facility which, in the eyes of LAAD, is badly
needed by Central American agriculture, LAAD, after analyzing the
needs of agriculture, especially in the non-traditional fields, concluded
thal a mixing facility in Central America would increase the reliability

and variety of fertilizer supplies to local producers.

One may also expect that LAAD will attach increasing importance to
the competence of management in the new ventures it undertakes in
Central America, The quality of managementl manifests itself at all
stages ol a project -- conception and planning, execution and on-going
administration. The strongest projects uniformly had the most impres-

sive management talent,
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While certain projects contain all the characteristics of sound
agribusiness systems building, a good many of the others do not, leading
ore to conclude that LAAD loans and investments have not been struc-
tured with systems building clearly in mind. As previously indicated,
the systemic aspects of certain loans are decidedly weak, thus limiting

their impact on the agribusiness sector.

With greater advance planning and selection of sectors to be
helped and developed, LAAD loans in the future should more uniformly

demonstrate the results of the system concept.

It is indeed early to measure the impact of LAAD operations in
the region upon such things as employment, export earnings, agri-
cultural practices, small farmers and the like. Many of LAAD loans
have had an impact upon each of these areas. The report attempts to
measure quantitatively and qualitatively this impact. Although our
methods are as scientific and statistically correct as possible under
the circumstances, the conclusions must be regarded as tentative in
view of the limited life span of the projects and the sources of the

information.

The lending practices of LAAD were given careful study through
observation of what actually has been done and through discussions with
LAAD officials and the borrowers themselves, The staff's investi-
gative work of LAAD on individual projects is of a high quality. There
is, however, no clear statement of lending and investment policy and,
to some extent, the conditions imposed on LAAD through the AID loan

control major lendine policies,

LAAD differs from most finuncieras, or private lending institutions,
assisted by AID, in that it is obliged to make equity investments or

loans with equity features to the extent of two-thirds of the AID loan.

1ii



It is sometimes difficult for LAAD to support or finance worthwhile
projects if it must take an equity position or have the right to do so at
a future date. Hard-pressed entreprencurs or companies experiencing
difficulties are the most amcnable to ceding a portion of their equity to
LAAD. Such projects are not always the most needed agribusiness

ventures, nor are they necessarily the soundest.

An additional factor is that LAAD may become a shareholder and a
lender to the same project. In the event that a project requires addi-
tional financing, LAAD must act as both a lender and a borrower when
considering the application for additional financing. To state the prob-
lem is not to resolve it. Other financicras are structured to lend *o
established borrowers providing medium-term financing at competitive
rates. The very nature of LAAD's task puts it in a situation where the
borrowers are not always solid nor the outcome of the projects always
as certain as it might be in traditional crops or products. On the other
hand, the equity feature in the loans allows LAAD the chance to make

gains beyond those available to other more conventional financicras.

LAAD occasionally finds itself under pressure to make loans to
projects of politically well-established groups and families. These
projects appear to he based more on developing and maintaining rela-
tionships with important local groups than on key, or critical, agri-
business ventures which could not obtain alteraative financing from other

sources,

Relations with the Central American Bank for Economic Inte-
gration (CABEI) are close and a number of projects supported by LLAAD
also have CABEI loans, In most of these common projects the LAAD
and CABEI investments were not simullaneous nor were they the result
of joint planning, 1In fact, LAAD interest in the projects came after

CABEI loans and after the projects had ecnountered operating difficulties,

iv



The technical assistance input of sharcholders of LAAD did not
appear significant to project de velopers. Sharcholders have advised
and assisted LAAD management on various projects and problems but

this assistance and advice was not apparent to the borrowers.

Borrowers do not seem particularly aware of or coucerned with the

ownership of LAAD by major American corporations.

The principal conditions beyond LAAD control are the limitation
on the interest to be charged and the requirement that a good part of its
loans contain an equity feature. As for the limitation on interest rates,
this makes LAAD a cheaper source of money than most lending sources,

especially when LAAD does not take an equity position.

In some instances, LAAD would be better off not taking an equity
position or putting such a provision in its loans, but, instead, increasing
its rate of interest. The equity provision very often places LAAD in a
higher risk situation than would ordinarily be the case. Most promoters,
or investors, do not welcome a shareholder who becomes such by convert-
ing his loan into common stock if the venture succeeds. In general, those
enterprises which accept the equity feature are fairly desperate for new

capital. This suggests high risk ventures,

‘hile there are some other conditions beyond LAAD's control,
(markets for non-traditional exports, earthquake in Nicaragua) they are

not significant and have had little influence on operations.



2. Evaluation of LAAD's Elforts to Deveclop Capital Markets
in Central America

LAAD's effort to develop a Central American capital market
have been serious and sincere, but not yet of measurable importance. To
some extent, LAAT) operations have resulted in a number of commercial
bank loans to assisted enterprises and this perhaps is its most important

step in the capital market of Central America.

It has actually financed one project in Honduras whose prime objec-
tive was to develop a wider market and a better distribution of shares in

local companies. It has several other similar projects under consideration,

The development of capital markets in Central America has been
studied by a number of persons and organizations but the size and scope
of the market for debt and equity securities remains limited. It is
doubtful that the projects currently under consideration by LAAD will
materially advance capital market development although competent
investment houses can no doubt make a contribution to a wider owner-

ship of equities if other factors are in place.

Since the oldest LAAD loan with an equity feature dates back
only to October 1972, LAAD has not yet divested itself of any of its equity
investments or convertible loans. In most cases, LLAAD has not exercised
its option to convert loans to common stock. The impression is gained,
however, that majority shareholders in an enterprise would expect to
be offered the right to buy should LAAD decide to divest itsell of its
shares or its conversion rights. It does not appear likely that LAAD will
will be a significant source of new shares to be offered to the gcneral

public in Central America.,

As for offering its own shares, thus far LAAD has exchanged
50,000 shares of its Central American subsidiary for the same numbher

of shares in an Honduran investment company. LAAD plans for
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distributing its own shares in Central America are not far advanced,
It would seem that the following conditions must be me* before a public

issue could be seriously considered:

1) Profitability of LAAD (i.e., LAAD-CA).
2) Payment of regular dividendes,

3) Repurchase or other secondary market arrangements,

According tc financial projections for LAAD, it is difficult, at this
time, lo anticipate when genuine public issue of the shares of LAAD of

Central America might be possible.

3. Future Prospects

The prospects for financial viability of LAAD-CA are good, but
not yet exciting. This cunclusion is valid only if an anticipafzed addi-
tional concessional loar is made available to LAAD-CA. According
to LAAD estimates, profits will rise from about three percent net worth
in 1973/ 74 to about 5.6 percent on net worth in 1978/79. Profits are
after an annual loss allowance of about one percent in 73/74 to one-third
of one percent in 78/79 (calculated on estimated outstanding loans and
equity investments). About 20 percent of net profits in the 1978/79 come
from gzains on sale of portfolio. It should be noted that LAAD contem-

plates on continuing to be bound by the nine percent rate on its loans,

There were a number of indications in our review of the need for
more careful market studies especially in the United States in connec-
tion with the planning of new investments involving non-traditicnal

exports and the marketing of these products,

This is particularly the case wherc a project in Central America
atltemnts to capture a measurable share of the U, S, market and where

substantial capital investment is involved.
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Given the problems of analysis and on-going administration and
surveillance of loans and investments, the question is raised as to
whether the limitation of $400, 000 per loan (five percent of the final LAAD
loan and equity) is wise., It can be foreseen that an increasing propor-
tion of the time of present LAAD staff will be devoted to dealing with prob-
lem loans which in their entirety make a relatively small contribution to
the achievement of LAAD objectives. On larger projects it is doubtful if
LAAD can develop a critical lender-investor role for itself if it is subject
to the present loan limitation. While it is by no means a truism, it fre-
quently happens that small projects are generally less well financed, and
less planning and management oriented. Consideration should bhe given

to raising the loan limitation,

The question has been raised as to the extension of LAAD activities
into other Latin American areas, in particular the Caribbean and the North
Coast of South America. LAAD acknowledges it is considering this possi-
bility, It would appear at the present state of LAAD's development that
management in the operating subsidiary, LAAD-CA, is barely adequate
for the present and the immediately foresceable future. As for LAAD
headquarters in Miami, competent management exists which could, under
certain ussumptions, be freed up for additional duties. However, any
significant lending activities outside of Central America would require
additional staff. The feasibility of such a development should be consid-
ered on its merits and not on the basis of a major input from existing
staff. The wisdom of entering new geographical areas while Central
American activities are still in a developmental -- if not experirnental --

stage is to be doubted,
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B. Reconmimendations

After a thorough review of LAAD's operations, as well as visits

to a number of its sub-rpojects to test the effectiveness of LAAD's inpuf

we offer the [ollowing recommendations with regard to loan policy,

operational policy, capital market development, financial policy and

additional {inancing.

1, Loan Policy

a,

LAAD should be allowed to charge up to 12 percent
interest on loans and preferred stock investments to
(a) provide itself with a more favorable return for its
risk and its monitoring activities and (b) provide a
greater likelihood of attaining long-term financial
viability,

LAAD should not be required to include equity features
in two-thirds of the loans made from AID funds (a) as

it has been found that such equity is not in turn sold
easily to the public and (b) as such a requirement is
causing LAAD to become unnecessa rily involved with
high-risk ventures. The use of the equity feature should
be more discretionary and should he utilized in cases
which will enhance LAAD's long-term viability.,

LAAD should obtain special Loan and Investment Com-
mittee approval for new loans, regardless of size, to
enterprises to which loans and investment have already
been made,

LAAD projects should conform to the original objective
of promoting and developing non-traditional, agribusiness
system-related ventures with export potential, LAAD
should especially refrain from financing firms which
either do not provide an important and immedia tely
needed link in an agribusiness sytem, or are highly
experimental in nature,

LAAD should develop relationships for co-lending pur-
poses with lending institutions in addition to CABEI,
including national development banks and local commerc-
ial banks,
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Operational Policy

a.

LAAD should contain its opcerations within the Central
American area until'such time that it is deemed that it is
achieving, to a significant degree, the goals and objectives
for which it was originally funded by AID, and that such
experience can be readily adapted to other areas in Latin
America,

LAAD should, as a matter of policy, seck to play a more
active role in identifying and promoting agribusiness
activities rather than awaiting the approaches of promoters
or entrepreneurs,

LAAD should develop a capability to gather in-depth market
and production information in order to identify broad areas
of special interest to Central American agribusiness.

LAAD should intensify its surveillance of existing credits.

LAAD should explore the potential for the de velopment of
producer cooperatives, organizations which could provide
very important system linkages, and which could involve
wider segments of the rural population than is presently
affected by the LAAD program,

LAAD should explore the possibility of providing technical
assistance to borrowers and co-venturers by including the
expense incurred for such assistance as a part of the loan
or investment package.

Capital Market Development

a.

LAAD should develop its contacts with existing financiaras
and with national development funds.

LAAD should concentrate its efforts on new agribusiness
loans and reduce its efforts to improve the machinery for
the promnotion of the sale of equities. The urgency of the
latter activity is not great, and reliance can be placed on
private financing for the development of investment bank-
ing institutions.



The restriction on dividends by LAAD to its share-
holders should not be extended beyond the present
five~year period in the event of a new loan. LAAD-CA
should be permitted to pay modest dividends on any
publicly held Class B shares, if justified by LAAD-CA's
financial condition.

LAAD should base its capital market activities upon
improving the return on LAAD-CA shares as these may
be more marketable than sub-project equity to the general
public; and it may be advisable for LAAD to keep cer-
tain equities in its portfolio for a longer period of time.

LAAD should explore the possibility of selling LAAD-CA
shares to its borrowers, the shares to bhe paid for as a
part of long-term financing extended,

Financial Policy

a,

LAAD should base its financial planning on creating a
successful, viable institution with :arnings sufficient to
command respect in the market. A marginally profit-
able enterprise will serve no useful purpose to the U, S,
Government, Central American agribusiness or
investors,

LAAD should extend their reserve for bad debts to
cover possible losses on investments as well,

Additional Fina ncing

a,

Based upon the experience gained to date, the quality
of its staff, the economic impact generatad, and its
promise for the [uture, LAAD's efforts justify contin-
ued AID support through additional financing,

In extending this financing it is not realistic that AID
should require a paid-in capital to loan ratio of 1:3.
This limitation should be decreased to 1:5 on additional
financing,

xi



I. ORGANIZATIONAL ASPECTS

A, Original Objectives and Goals

As set forth in the loan agreement between the Agency for Interna-
tional Development and the Latin American Agribusiness Development,
S. A, (Loan Number 596-L-011, October 26, 1971), LAAD was to promote,
finance and implement Central American agribusiness enterprises,
especially those which offered non-traditional export potential. LAAD
was to have provided not only financing, but was also to have provided
technical assistance, in instances where it was required, to the same

enterprises to which it had extended financing.

A second major area or responsibility, as delineated by the loan
agreement, was to support the development of the Central American

capital market through various means:
g

] Transferrence of ownership of shares held in project
companies to a broad hase of ownership outside those
companies. LAAD was to utilize approximately $4
million of the $6 million AID loan to provide long-term

' financing with equity features, with the remaining $2
million to be used for conventional, secured loans.
Tne equity-feature financing was to have included loans
with convertible options as well as the purchase of
common or preferred shares in project companies. It
seems implicit in stating this objective thusly that a
public offering of the project companies' stock was
originally cnvisioned.

° At an appropriate time in the future, as its operation
attained viability and a capability to pay dividends devel-
oped, LAAD was to have sold LAAD de Centroainerica
shares to jocal investors. TFor this purpose, $1 million
in authorized common shares has been set aside.

© Establishment of relationships with or support of the
creation of underwriting and brokerage firms which
could assis LAAD in (a) rotating its investmant portfolio



by offering project company shares to the public as in
the first point above, and (b) offering LAAD shares to
the public, as in the second point stated above,

In addition, LAAD was to have pursued the ancillary objective of
promoting projects in which there would be joint participation with the
Central American Bank for Economic Integration (CABEI), which is like-
wise supported by AID funds but enjoys a larger capitalization and thus

a greater lending power.

B. Organization Structure and Functions

LAAD is presently comprised of LAAD, the parent corporation,
located in Miami, and a subsidiary corporation, LAAD de Centroamerica
(LAAD-CA), located in Guatemala City, Guatemala. A marketing subsidi-
ary, LAAD Marketing, is yet to be activated.

The LAAD shareholders are major U, S. agribusiness firms along
with three major U, S. banks and a Peru-based hemispheric investment
company. These ''name' organizations, it seems, are not anticipating
monetary return from their investment, but rather their $2,000, 000 invest-
ment is viewed as part of their respective public relations programs,
both in the U, S, and Central America, along with the opportunity to have
another source of information concerning Central American agribusiness

development,

The Board of Directors, comprised entirely of high-level officers
of those organizations and the president of LAA D, meet quarterly to hear
project status reports and to discuss policy matters, The Loan and
Investment Committee meets periodically to review financing requests

over $100,000 which have been submitted for their approval.



The ROCAP office has played an evaluative role, reviewing proj-
ect status each time LAAD attained an additional $1 million in loans
and investments. They also approve all loans and investments of

$200,000 or more,

The two key LAAD officers are the President, Robert L. Ross,
and the Vice-president, Thomas W, Mooney. At present, LAAD and
LAAD-CA are more or less the same organization. There is much
functional overlap between LAAD and LAAD-CA and the delegation of
responsibilities and duties stems mainly from geographic location:
LAAD is close to the shareholders and U, S, markets; and LAAD-CA

is close to the projects themselves and the regional markets.

Ross heads the Miami office and he described his functions and

time allocation by function in the following manner:

LAAD administration 20 percent
LAAD-CA affairs 35
Marketing activities 20
Shareholder relationships 20
Public relations S

This allocation of effort is seen by us to be balanced and appropriate,

He is aided by only the Treasurer of the Co.poration and a secretary,
Approximately 50 percent of his time is spent traveling, generally within
the U, S. and Central America. A good portion of his effort of late, how-
ever, has been spent in investigating new investment and possibilities in
other areas of the Caribbean and Latin America. The reason for this
particular activity is that Ross intends to develop in the near future, a
new subsidiary, LAAD-Caribbean. His other current corncerns are:

(1) bolstering LAAD's now rather limited capability in market research
and marketing problems of borrowers, and (2) increasing the number

of shareholders, not a particularly easy task.
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II. EVALUATION OF LAAD'S AGRIBUSINESS DEVELOPMENT EFFORTS

A, Financial Assistance

Of its two broad agribusiness development functions, by far the
greater impact has been engendered by its financial assistance role.
Specifically, the project company managers felt that LAAD's loan terms
were equal to or better than terms offered by local banks, i, e., interest
was as low or lower (at nine percent); the size of LAAD's loan was
usually larger; the length of LAAD's payback period was usually longer,
and the period of negotiations much shorter. Commercial banks and other
financieras generally lend only to producers of traditional commoditics
or to well-established business families. LAAD, in some instances, has
played a role of working with supposedly riskier non-traditional producers
to bring their businesses to a state where they will have little or no trouble

obtaining long-term commearcial bank financing.

LAAD has, on the other hand, extended financing to several busi-
nesses who could have just as easily obtained financing from other
sources. To such borrowers, LAAD simply represents a source of money
at good terms with minimal red tape -- in Central America, this is always
a welcome prospect. Such borrowers were probably perceived as not
risky and enabled LAAD to gain experience in new product lines, and more
significantly, enabled LAAD to establish important and potentially helpful

ties into the business and political community,

Central American banks invariably have high collateral require-
ments, and although LAAD requires 150 percent of the loan's face value
in collateral, this is cbnsidevably less than the commercial bank col-
lateral requirement. In addition, a certain flexibility in classifying
collateral has ciuabled some businesses to obtain loans -- loans which

would nol have been obtainable through conventional sources., A good



example of this is the situation of the two cut-flower producers, a part

of whosc assets arc less-than-permanent, plastic-covered growing areas,
Additional greenhouse expansion was desired by the owners, and while
banks would not accept such structures as collateral, LAAD would and,
as a result, made the loans. Both of the expanded operations (located

in Guatemala and Costa Rica) are functioning well, and both have made

an economic impact in terms of employing large numbers of employees,
and, to some degree, in promoting exports to the U, S, and other Central

American countries.

LAAD's financial assistance program 2as unfoided rather rapidly;
their first loan, which utilized shareholder capital, was made in July
1971; and the first loan utilizing AID money was made in July 1872,
Since making the first loan in 1971, it has averaged making slightly over
one investmen: or loan per month for three years, LAAD has overcome
the bureaucratic entanglement which bogs down CABEI and other financi-
eras and banks, as it has been in a hurry to show results, Overall per-
formance is deemed to be rather good, although it carries several potential
losers in its portfolio, these attributable, in part at least, to this moti-
vation to create an impact in the short-term. An institution such as
LAAD simply cannot carry out as many transactions as it has in non-

traditional fields without getting mixed results.

To its credit, cach investment or loan possibility is well investi-
gated by LAAD staff which compiles rather complete documentation on
each project before disbursing funds. The documentation is formulated
according to a fixed format which covers: company background, markets
and sales, sales projections, distribution, sponsors, board of directors,
management, employment, plant processes and capacity, location, raw
materials supply, past financial performance, working capital require-

ments; evaluation of projected [inancial performance, profitabilily, and



liquidity, form of LAAD investment, taxation and legal considerations,
and legal impact. On the whole, we were impressed by the complete-

ness and detail of the documentation for each of the projects reviewed,

B. Technical Assistance

The second functicn called for among LAAD's agribusiness develop-
ment objectives, the ex .asion of technical assistance to funded projects,
constitutes by far the weaker effort. Many of the companies visited
implied through their responses that they view LAAD primarily as
a financial institution from which they anticipate no technical help. DBanks
and other lending agencies in the region do not ordinarily provide such
assistance., Some of the project companies furthermore do not require
nor desire technical assistance -- they know their own businesses inside
and out, and do not desire that outsiders meddle with their internalopera:

ting affairs.

Yet, we came upon several cases where the ability to draw upon
outside technical aid would not have been only appropriate but would have
aided the entrepreneur to a considerable degree. Orne such case was
INTROSA,l/the rubber processor, which desires to manufacture some
items with its high-quality, proccssed rubber, A regional market study
study performed by someone knowledgeable of the industry is a prerequi-
site. Another case involved the marits of canning versus freezing mush-
rooms. Outside experts should be brought in -- however, we ure not
cortain that it is incumbent upon LAAD, in its role of providing techni-
cal assistance, to bear the expense of such assistance., Perhaps some
suilable mechanism can be devised whereby vitally nceded assistance,
which is not normally forthcoming from a financial institution, can be
provided. LAAD might arrange for technical assistance, payment for
which would be made by the project company as part of long-term financ-

ing cxtended by LAAD,

1/ A list of all LAAD projects visited is found in Appendix B of this Report.
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In an effort to build its own technical expertise, LAAD has begun |
to specialize in certain product lines: a) vegetables, b) cut flowers,
c) wood products, d) beef, and e) essential oils, Ross feels that through
Specialization his staff may betier be able to develop more new business
projects and the syslem linkages which he considers to be a key element
in their success, In the LAAD de Centroamerica office, one stafr mem-
ber will be utilized nearly full-time in the future developing System link-
ages and inter-relationships. In at least one case, the conflict arising
from LAAD's simultaneous Support of two competitors underlines one
possible detrimental effect of specialization. To further enhance the
Oorganization's overall marketing capability, LAAD intends to employ a
processed vegetable marketing specialist in the U.S. to monitor market-

ing developments and to advise on contract negotiation with buyers,

Specifically, of the respondents who felt LAAD had contributed
something in the way of technical assistance, most felt that the marketing
contacts provided were the most important, Moreover, one firm had
worked with LAAD stafr to achieve a monthly financial analysis of his
Operation; several have received help in improving accounting systems;
one received advice regarding raw material purchase price. Two firms
commented favorably on receiving USDA regulatory and U, S, Customs

information,

Although not specified in the original objectives and goals, LAAD
can provide technical assistance through its distinguished stockholders,
On several occasions LAAD has called upon its sharcholders' Central
American or U, §, offices, receiving help on technical matters, No
company interviewed mentioned receiving assistance directly from
LAAD sharcholders, However, we were told of examples of assistance

extended in the following cases:



- Ralston Purina worked intensively with the
Nicaraguan hog operation pointing out a
management problem;

- Chase National Bank put LAAD in touch with
U.S. breeders of Chianina and Beefmaster
cattle; and

- Borden worked with wood products manufacturer
principals for two days after which it produced
a report enunciating the weaknesses of the firm.

C. Identification of Entrenrencurs

As the evaluation progressed, one of the essential ingredients for
a successful project came to light and became increasingly important.
Given the Central American developmental environment as it is today,
there is a multitude of projects to which funding and technical assistance
could be extended. However, success for LAAD in the long-term requires
them ito irst identify potentially outstanding entreprencurs, to study and
assist in shaping their proposals, and then to support them with financing
and the technical assistance they require. Truly outstanding entrepreneurs
will lezd LAAD from one successful project to another, and will be
instrumental in LAAD achieving the developmental impact for which it

was created,

To date, LAAD's performance in this vein actually has been quite
good. In the few cases where management is weak, the projects are
invariably weak., To its credit, LAAD has not shied away from non-
Central Americans in identifying and supporting some outstanding
menagers and entrepreneurs, Ifurthermore, LAAD's efforts have not,
for the most part, been diluted by social motivations to '"reach the small
man' -- LAAD can produce considerable social and economic benefit by

supporting businessmen whose success is predictable,



D, Integrated Agribusiness System Building

The "systems approach' to agribusiness is a central theme in
LAAD's operational policy, entailing linking producer to processor,
processor to distributor, and so on. As President Ross stated it,

"our role is to till gaps in the total agribusiness process and to identify

1

new directions." We agree with this as an orientation, However, our

observations were that to date some accomplishments have been more
by chance and rationalization than by design. LAAD, at times, has
made a rather loose interpretation of the policies to justify funding

some projects,
We encountered the following situations upon our field visits.

] There are indeed examples of ''filling the gaps, "
~ and are deemed to be good integrated system-

building activities., One example was the
creation and implementation of American
Floral Delivery, Inec., a Miami (lower forward-
ing firm conceived after a series of problems
encountered in transferring flowers {rom airlines
to other airlines nr to flower wholesalers.

° Many projects are fully integrated (or integrated
to the degree necessary for a workable system)
and therefore do not need the assistance from
LAAD in this respect. Some system linkages
presented by LAAD were either unknown or
seemed unimportant to the respondent business-
men,

® Somz linkages were found to be, as yet, very

weak, One specific example was brought to our
attention in Guatemala, The system comprised
a mushroom producer, frozen food processor,
frozen turkey processor, food distributor, and
supermurket chain -- all LAAD projects. Upon
closer exumination, little actual trade was being
carricd on which could be attributed to the

10



"system'' (frozen food is simply not of much signifi-
cance yet in the region) and, therefore, the system
aspect was not of much consequence,

) he loan to LANSA, the Honduran airline, repre-
sents a whole new dimension to the system building
process -- the reoional transportation link. Most
producers and processors expressecd little interest
in shipping to the U.S. by LANSA because the differ-
ential between surface and air cargo rates prohibits
utilization of the airline. Both cut-flower operalors
did specifically cupress nowledge about and interest
in utilizing LANSA's service, Dzspite some problems
with regularly scheduled carriers, we doubt whether
LANSA, because of the limitations of its fleet and land-
ing rights, and therefore, its service, would bhe able to
match the service of those carriers,

E. LAAD's Economic Impact

1, Non-traditional Employment

One significant impact resulting from the developmental sup-
port provided by LAAD has been the centinued and increased employment
of large numbers ol persons in non-traditional industries. The 16 busi-
nesses visited which were in operation had 1, 448 full-time and 658 part-
time employees (see IExhibit I). Most employment was in the production
category, workers who receive, in most cases, the minimum daily wage,
This situation should not be disparaged, as it is a welcome alternative
for workers in countries experiencing generally high unemployment or

underemployment,

Of the businesses visited, nine indicated a probable forthcoming
inereasec in employment; five will stabilize their 2mployment levels;
and one plans to decrease its number of employces. The firms employ-

ing the largest number of persons were: Las IFlores, 250 full-time and

11
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EXHIBIT I

NON-TRADITIONAL EMPLOYMENT BY PROJECT COMPANIES VISITED
JUNE 1974

FULL-TIME PART-TIME
Project Management Administration Sales Production Other Total Total
CODICASA "
food distribution 3 29— 32 - - 64 -
INTROSA

rubber processing

©
w
1
w
[=2]
'
P
[\
'

Gran Alpina

meat processing 3 4 15 24 - 46 -
[Las Flores

flower cultivation 1 14 - 235 - 250 360
ALCOSA

frozen foou processing 3 - - 12 - 15 8
Los Pinos

mushroom cultivation 1 - - 5 - 6 10
LANSA .

air line 6 5 6 - 21 38 -
CAICESA .

palm plantation and oil extraction 2 5 - - 70 77 20
Hielera Sequeira

ice production 2 5 19 12 3 41 -
ANOLONCA

iroren vegetable processing 2 8 1. 15 - 26 100
PROSAN 2/

cotion sanitary products - 30— - 220 - 250 -
CADNISA 3/

slaughter house 25— - - 270 - 295 -
Pozuclo Picasso 4/

furniture manufacture 4 - 1 60 - 65 -
American Tlower

flower cultivation 4 2 2 150 - 158 150
Pavos, S.A.

turkey raising and processing 3 1 1 15 - 20 16
Avicola Salvadorena

chicken raising and processing 4 6 7 38 - 55 -

66 112 84 1,162 24 1,448 658

Il e sorebonee workers, 2/ Includes management. 3/ Includes administration. 4/ Contracted with parent company for services.



360 part-time; American Flower Corporation, 230 full-time and 150
part-time; Taylor and Associates, 295 full-time employces; and

PROSAN, 250 full-time cmployees.

With regard to employment, it should be noted that: (a) most of
the project businesses visited were already in existence some period of
time before LAAD assisted with financing and therefore it is difficult to
determine the exact irnpact made upon non-traditional employment by
that financing, and (b) in some cases where financing is used for capital
equipment, the actual number of employees has actually decreased,
According to our calculations it required an average of $10, 756 in capital
to create one full-time job with a range from $2,183 to $47, 817 in capital
required (see Exhibit I). LAAD's input represents approxirmately 16. 7

percent of that total required capitalization.

2. Export Earnings

As one organizational objective is to promote and develop
industries with export polential, we attempted to estimate foreign exchange
earnings generated by the firms we visited, We feel that despite certain
limitations, the calculation is adequate to give some indication of the firms'
import-export characteristics and the sources of the foreign revenues
generated, For a majority of the firms visited, the most recently com-
pleted operating year represents a typical operation with three exceptions.l

The analysis is perhaps most weak in not considering the effect these

1/ (1) ALCOSA and Los Pinos which are early in their startup periods,
and (2) CAICESA which is in its pre-production period. Tor ALCOSA
and Los Pinos, we have estimated annual sales and purchases, and
CAICLESA, has been included as LLAAD will surely continue to have
at least one project which is in its pre-production or early startup
period,.



CAPITALIZATION PER FULL-TIME EMPLOYEE

EXTMIBIT II

OF PROJECTS VISITED

Total
Project Capitalization
CODICASA $ 628,543
INTROSA 501,032
Gran Alpina 263,000
Las Flores 545,776
ALCOSA 154,700
Los Pinos 63,100
LANSA 611, 300
CAICESA 1,450,508
Hielera Sequeira 310,813
AMOLONCA 1,243,252
PROSAN _ 3,928,207
CAMSA 3,632,343
Pozuelo Picasso 927,057
American Flower 680, 434
Pavos, S.A. 435,158
Avicola Salvadorena 880, 459
$15, 575,246

Total Capitalization

Total
Full-time

Employees

64
42
46
250
15

38
77
41
26
250
295
65
158
20

55

1,448

$15,575,246

Capitalization
Per
Employee

Tolal Employeces

Average Capitalization Per Employee = $10, 756

14

1,448

$ 9,821
11, 929
5,717
2,183
10, 313
10, 516
16, 086
18, 837
7, 581
417, 817
15,713
12, 313
14, 262
4, 306
21, 757
16,008



industries have made upon import substitution, but considering the

various product lines this could not have bean too large a factor.

Analyzing Exhibit III, we find net foreign exchange earnings gener-
ated per firm ranging from a negative balance to a high of $4. 3 million
in net earnings for one {irm, Six firms studied had a negative balance
after the commodity exchange calculation, but this was offset by a foreign
loan and equity inflow in five cases and resulted in a positive foreign
exchange balance for four of the firms. A total of $6. 3 million of exchange
earnings was produced by all firms, $4.5 million of which resulted

from an excess of exported over imported commodities,

Viewed on an overall basis, we can say that a substantial number
of firms produce a beneficial foreign earnings impact; but some have
little positive effect upon foreign earnings because their products are
primarily destined for domestic markets and/or their commodity pur-
chases are mainly imports., Central American Meats, S, A., stands
foremost among the project companies which do produce a positive for-
eign exchange inflow. Two companies represent interesting, but not
typical, foreign exchange situations: (1) Hielera Sequeira, exports no
ice nor replaces imports, and after its capital equipment was in place,
imported no products (even the electricity consumed is generated by
hydro-energy plants), leaving it devoid of direct exchange earnings
Impact. (2) CODICASA shows up most poorly, with a negative foreign
exchange balance, because the food and non-food wares it handles are

mostly the packaged, institutional type, not produced, as yet, in GQuatemala,

3. Impact Upon Small Farmers and Cooperatives

LAAD was not contractually required by AID to direct funds
to small farmers. Nevertheless, AID/ROCAP wanted this evaluation to

touch upon this aspect., We found the cffect made upon small farmers

15
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ZETIZATID FCREISN EXCHANGE EARNINGS BY PROJECT COMPANIES VISITED

(C:~5 Last Complete Cperating Year Data)
C O » M O D1 T 1 E S SERVICES CAPITAL
For
. Ds
Tennl Exrort Tetal Total impert Tewal Exports Less est,
Soins Parccatape Exports Furchoses Porean‘nre I:n'v:r:s__ Imnoris Totai Nonavmens
$1,225,¢23 0 0 $ 1,667,247 30 § 1,334,387 $(1, 234,337 0 $ 102, GJ0 o]
770,974 T4 S 570, 520 66Z,208 2 13, 301 557,218 0 ¢ $ 21,500
3432, 443 o] 0 173,104 10 17,310 (17, 210) 9 20,0090 J
540,034 25 513, 837 353,903 35 120,021 384, 883 0 180, 000 -
59,000 7 30 12, 000 70, 000 &/ 57 3¢, 900 {27, 900) 0 60, €O 0 22,100
41, ¢co i', 20 3, 320 . 11,900 -l-l 43 5,000 3,328 o] 23,c0r0 [} 23,2722
- - 137,1C0 45 61,525 (R1, r03) $ 70,809 2/ e, cee 0 2,10
0 0 0 © 314, %C0 100 314, 700 (314, 700} 0 [1] 0 (214, 72%)
211,273 0 . 0 43,168 0 0 0 0 0 0 0
552,003 100 551, 803 265,517 0 0 §51, €08 0 200, 002G 12,653
1,120,000 3 72 806, 4C0 512,400 €0 408, 920 30§, stC 0 0 .51, 300
4,327,037 100 4,327,037 4, 660,072 10 456,007 3,861,020 0 400, 060 0
532, 239 S0 231, 430 4, 851,089 2 78,612 212, 313 0 369, 000 0
421,713 73 316,229 102, 87¢ G 5,642 209, 647 0 0 23,1¢00 23, 817
273,723 39 22,138 133,077 co 81,045 1,001 0 1€0,020 0 151,021
237,369 0 0 107, 640 1 1,078 (1,073) 0 120, 690 0 112,922
$11 (‘f_g,.;"‘_T_Q_ $ 7,472,829 $14, 101,625 $_2,953, %92 S 4,521,235 s 70, 809 21,760,029 §_ 113,5€3 §15,272, 472

arproximately 12,5 percent (o §70, 6C0) of which were services sold to parties outside Honduras,
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and cooperatives to date to be nearly nil. To most of the businessmen
interviewed who might conceivably at some point acquire raw materials
from the small farmer, such growers do not represent a reliable

source df supply of quality products at the present time, Cooperatives,
in turn, are viewed as too political and therefore too unreliable to deal
with, Therefore, the businesses prefer to assure their supply by culti-

vating or raising their own crops and livestock.

Frigorificos, the Taylor group's frozen vegetable processor, is
stepping out of this mold by promoting a vegetable production cooperative
comprised of 35 to 40 medium-sized farmers to supply its new plant,
Cooperative members would not necessarily have an equity position in
the beginning, but this could evolve as Taylor's meat packing subsidiary,
CAMSA, is partially owned by its suppliers. This lone example certainly
does not represent a trend, but it may well prove out, and could serve
as a model for involving more farmers in the development process as

promoted by LAAD.,

4, Changes in Agricultural Practices

The overall effect upon agricultural practices in the region
was found to be minimal, although we did uncover a few examples in
which some change has been implemented. Change was either effected
through higher quality requirements of processors or emulation of new

methods by neighboring farmers.

Processors who purchase their raw materials from individual
producers, such as the meat processor Gran Alpina, can affect the
quality of goods purchased to some degree. Taylor and Associates in
Costa Rica has changed the method of purchasing beef from its producers
from a carcnss weight to a deboned weight system, and has introduced
Chianina cattle, a high-gain breed heretofore not grown in Central America,

As the purchase of raw materials by the projects from outside parties

17



is the key element in this "change process,' and, as there is little such
purchasing being done, the outlook for creating much change in agricul-

tural practices is seen to be small in the future.

The effect of emulation was the most difficult to evaluate during
the short period spent at each site. One Guatemalan flower producer did
point to local flower growers simulating his efforts, thus raising the

quality of flowers,

o. Domestic Consumption Levels

The direct effect upon domestic consumption by LAAD appears
to be very slight because the bulk of the product lines handled are either

destined for upper middle and upper class consumption, or for export.

Five plants visited apparently contribute or will contribute to
higher levels of regional conumption: (a) Hielera Sequeira, the Managuan
ice plant, sells its product almost exclusively to the noor who use it for
refrigeration purposes; (b) Avicola Salvadorenha s=lls chickens to munici-
pal markets, making more and better quality mcat available at lower prices;
(c) CAICESA, the African palm nut plantation and oil extraction plant,
will increase the supply of cooking oil now available to the public in
Honduras; (d) an increasing percentage of flower production now being
shipped within the region; and (e) a wood processing plant and furniture

business is expanding sales of low cost furniture within the region,

6. Creation of New Businesses

In most cases the interviewee could report the formation of
no new businesses formed as a result of or to provide service to his
business, although many did feel that an additional volume of business
was provided to numerous already-existing companies through their

opcrations:
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(a)  Guatemala -- a need for plastic sleeves to hold
bundles of flowers at Las Flores resulted in the
creation of a small operation to produce them
from polyethylene material;

(b)  Miami -- the creation of American Irlower Deliv -
ery by the cut flower operations;

(c) Costa Rica -- a cattle trucking operation has been
started to carry animals to the Central American
Meats slaughterhouse;

(d)  Costa Rica -- a steady supply of cowhides from
CAMSA's slaughtering operation has contributed
considerably to the feasibility of erccting a tannery
operation nearby; and

(e) Guatemala -- Gran Alpina entered into the new
business of supplying fresh meat to super markets
in connection with new purchasing arrangements
to insure a source of raw materials for its processed
products.

D. LAAD's Lending Practices and Their Imbplications

The theory and practice of lending institutions acquiring, at the
time of a loan, an option to purchase equity of a borrower, or to con-
vert loan or preferred stock into equity are by no means new, Two
examples of such institutions using this technique are International Fin-
ance Corporation and ADELA, Neither of these two limited their activities
to a region the size of Central America nor did they limit themselves to a
particular industrial sector such as agribusiness., Therefore, LAAD,
while not purely innovative, has distinct experimental aspects.

It is much too early to commeant with certainty on the success of
LAAD lending and investing in enterprises engaged in developing non-
traditional agricultural exports or products for consumption within the

region, Given the character of the existing capital market in Central
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America, it is unlikely that local equity and loan capital would have
been available in adequate amounts for investments of interest to LAA D.
Thercfore, LAAD should continue to have the power to make equity

investmonts as well as loans if it is to accomplish its mission.

Even when cquity is provided by a project's developers, loan capi-
tal at nine percent for a medium-term period does not always represent
a fair return for the risks and administrative and investigative problems
which arise., Thus, LAAD should also have the right to partic ipate in
the profits of a venture whosc success has been made possible by LAAD's
investment and work, The convertible feature of loans is, therefore, in
many cases entirely appropriate. A six percent spread between the cost
of the AID loan and the rate at which LAAD lends is not excessive and
probably low when one calculates the costs and risks of lending to new
and non-traditional ventures. A right to participate in the profits is

essential if LAAD is to become a viable institution.

1. Equity T'inancing

Equity features in loans do present certain problems which
must be kept in mind. Investors or promoters in Central America are
loath to surrender a portion of their equity to a lender whom they may
think is already adequately secured by collateral. Those thal Lhave done
so were virtually all in some financial or business de velopment difficulty
and could not easily secure financing equivalent to that offered by LAAD
without making this concession. One must look at all of LAAD's loans
with equity features as containing special risks, even in cases where

LAAD has done all possible to eliminate or minimize the risks,

Nonetheless, LAAD does not intend to exercise the convertible
featurc in its loans in cvery case. In some instances, the borrowing

enterprise does not have sufficient long run potential to justify the risk
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inherent in converting loan to cquity, In most cases, however, LAAD
does intend to exercise its right to buy stock or to convert a portion or
all of its loan to cquity. In so doing, LAAD believes that the progress
and prospects of the company arc good and that earnings (either paid out
or reinvested) will give it a much beiter return than the nine pcrecent
ava‘ilable on the loan, On the other hand, LAAD recognizes that its equity

investments will not roll over as quickly as in the case of loans being

regularly serviced,

Therefore, LAAD must be convinced that the matured enterprises
will pay dividends in substantial amounts or that LAAD will be able to
sell its equity at an appropriate time. Morc shall be said regarding the
sale of equity later in this Report. At this time, it should be pointed
out that LAAD, oncec it assumes an equity position, becomes in many
instances both a shknreholder and a lender, or a shareholder and a poter.-
tial lender. 1If all goes well there should be no problem. If, on the other
hand, things do not go well, LAAD will find itself with the potentially
conflicting interests of a sharcholder and a lender., As a lender, it
might appear better to adopt & conservative line with respect to its
credit or towards making new loans; as a shareholder, it may believe
that an additional loan may be the best way of preserving its equity
investment. Certainly, other sharecholders will press this point of view,
There is no certain way of avoiding this conflict although it is possible
to set up safeguards to ensure that such loans are thoroughly studied

and reviewed before being made,

A review of the figures provided by LAAD clea rly suggest that
LAAD nceds some successful cquity investments to aitain viability,
Likewise, the possession of a substantial cquity portfolio puts it in a
good position to car~y out its secondary objective of developing capital

marketls and broadening the base of ownership of enterprises, The



risks mentioned above cannot he avoided and management must be alert

to danger signals,

2. Political L.oans

Certain loans made by LAAD have heen termed "'political
loans" for want of a better textm. There is no intention of suggestion that
these loans are weak; indeed, from the point of view of security they
may be the stiongest of the portfolio. These loans were as carefully
researched, studied and analyzed as any others, With one exception,
these loans carry no convertibility feature and very likely, the borrowers
could have obtained financing elscwhere, The advantages to the borrower
may have been a lower rate of interest, longer repayment period or
prompt availability of the credit. The advantages to LAAD was the
association with key groups or families who might be in a position to

assist LAAD in the future in various legitimate ways.

Examples of such loans are those to INTROSA in Guatemala,
AMOLONC.A in Nicaragua, Avicola Salvadorena in El Salvador. There
may be others hut these were among those visited by the consultants. A
fine example is CODICASA of Guatermala. Here, a loan was converted to

an equity investmanl, but otherwise the group relationship was important.

The other characteristics of the loans -- with the exception of the
CODICASA investment -- indicate that they fit well into the system con-
cept of LAAD lending. It is not known how hard LAAD pressed for an
equity feature in these loans but discussions with the borrowers made
it clear that these werc closed corporations and that a lender's lever-

age was nol sufficient Lo obtain access to ownership,
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3. Commercial Bank Lending

As can be seen from Exhibit IV, commercial bank credit has
flowed in good volume to LAAD financed enterprises, Certainly, LAAD
investigations, participations and loans must have encouraged commercial
banks to make credits available to the enterprises. This represents a
significant development. Even though the banks arc no doubt well
secured, by chattel or signatures, one must remember that the enter-
prises being financed are not traditional to the region. Thus, LAAD can
be said to have opened up channels or private credit that might have

otherwise been closed.

E, Relationship with CABEI

The relationship of LAAD to the Central American Bank for Eco-
nomic Integration (CABEI) is not a carefully planned or structured one.
LAAD has madce loans or investments to six enterprises to which CABEI
has also lent money. L In most, if not all cases, CABEI was the first
lender while LAAD zame in later, usually in connection with a program

for a turn around of the economic fortunes of the business.

CABEI and LAAD have not worked together in the coordinated
fashion suggested in the Capital Assistance paper. CABEI has broader
interests and generally finances larger projects. For smaller loans,
there is a distincl preference on the part of borrowers to deal with LAAD

which operates without the cumbersome bureaucracy of CABEI. CABEI

1/ Exhibit IV includes only projects visited which were in operation,
CAFBEI has lent money to Fomento Internacional ($100, 000), Proces-
adora de Maderas Tozuelo ($650, 000), Teneria Gisa (3500, 000) and
ATCITENCO (5520, 000), all of which are LAAD projects,
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EXHIBIT 1V

PROJECT CAPITALIZATION

THROUGH
LAAD, COMMERCIAL BANKS, INVESTORS, CABEI AND OTHER SOURCES
COMMERCIAL I3ANKS . TOTAL
PROJECT LAAD Short-Term Long-Term INVESTCORS CABE]I OTIIER CAPITALIZATION

CODICASA $ 100, 000 - - $ 100, 000 - $ 428, 543 $ 628,543
INTROSA 100, 000 S 93, 376 $ 17, 859 88, 400 - 201, 397 501, 032
Gran Alpina 100, 000 - 25, 000 135, 000 - | 3,000 763, 000
Las Flores 100, 000 103, 505 - 82, 382 - 259, 889 545, 776
ALCOSA 60, 000 - - 100, 000 - (5, 300) 154, 700
[Los Pinos 15,000 - 3,000 40, 000 - 5,100 63, 100
LANSA 41, 400 2¢, 000 19, 900 170, 600 - 359, 400 611, 300
CAICESA 250, 0G0 250, 000 3c0, 000 625, 000 - 175, 506 1,450, 506
lHielera Sequeira 100, 000 25, 364 217, 506 117,737 - 40,206 310, 813
AMOLONCA 300, 000 5'(:3, 781 255 171, 429 140, 700 57,086 1,243,252
PROSAN 200, 0G0 71, 428 233, 398 1,412,286 570, 000 1, 441, 094 3,928,207
Taylor and Associates (CAMSA) 400, 000 30, 993 611,934 1, 676, 304 - 013,112 3,632, 343
Pozuelo Picasso 400, 000 19,395 8, 372 581, 395 - (62, 105) 927,057
American Flower 159, 400 §, 007 - 150, 000 - 366,027 680, 434
Pavos, S, A, 160, 000 58,280 - 143, 400 - 13,478 435,158
Avicola Salvadorena 120, 000 - 117, 892 320, 000 - 322,567 881, 459

$ 2,605, 800 $ 1,251,129 $ 1,365,116 $ 5,792,433 $ 110,700 $ 4,177,990 §15, 575, 246

(16. 7%} (8. 0%) (8. %) (37. 0%) (4. 6%) (26. 87)

F/
* Supplier credit, short-term loans from individuals, etc.



has found the intervention of LAAD useful in salvaging projects in difli-
culty. LAAD, for its part, with new money, can make for itself advan-

tageous arrangements with companies already financed by CABEIL

It would be expected that the more natural public partners for
LAAD would be the national developmant banks, These institutions can
more readily process smaller loans within their borders. LAAD has
contact with these institutions and has lent to companies which are

borrowers from them.

To date, however, LAAD has not promoted a project, in the invest-
ment banking sense, putting together the entire financial package. Hope-

fully, this will occur as LAAD gains experience and takes the initiative.

F, Shareholder Input

In all interviews, we found no evidence of technical assistance to
LAAD borrowers from the sharcholders of LAAD. On the other hand,
President Ross of LAAD has made extensive use of shareholder corpor-
ate facilities in getting informed judgments and answers on problems
that have arisen on LAAD loans and the marketing problems of LAAD
assisted ventures., Thus, there may have been an indirect shareholder

impact not readily discernible by the borrowers.

The capability for assistance from sharcholders exists and there
appears to be no hesitancy on the part of LAAD officers to make use of

this assistance when the occasion arises.

G. Conditions Bevond LAAD's Control

What are the conditions beyond 1LAAD's control in the implementa-
tion of its lending policies? TFortunately, they have been very few and

nonc endemic to the area.



Political and economic developments within Central America have
been moderately favorable. Certainly, LAAD has not been hampered in

its search for suitable projects by any significant adverse conditions.

Conditions in export markets, principally the United States, are
beyond LAAD's control. LAAD, however, is attémpting to improve its
intelligence of market developments, thus putting itself in a better posi-

tion to advise and assist its horrowers.

To some extent, one might argue that the absence of a capital
market or at least a market for equity shares represents a restraint
upon LAAD lending. However, no plans for obtaining local financing
were based upon tapping local investment funds of this character and

therefore, LAAD operations cannot be said to have been hindered,

Perhaps the most important conditions affecting LAAD lending are
those contained in the AID loan contract, namely the nine percent interest
limitation and the requirement that two-thirds of the financing contain
equity features. These restrictions force LAAD, on the one hand, to
accept a lower return on loans than might otherwise be feasible or
reasonable. The nine percent rate makes no distinction between a
straight loan and a loan with a convertible feature. It is customary in

lending to accept a lesser rate of interest when the right to convert exists.

The second requirement is that two-thirds of loans be equity-
related forces LAAD to seek out such loans. There are good reasons
why such loans tend to be riskier than straight loans. As explained
elsewhere, most promoters or entrepreneurs do not welcome giving up
a portion of the equity in their ventures and only do so when under
economic pressure. It is possible that this condition leads LAAD to

accept greater risks than would otherwise be the case,
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I, TEVALUATION OF LAAD'S EFFORTS
TO DEVELOP CAPITAL MARKETS IN CENTRAL AMERICA

LAAD's efforts to support the development of a Central American
capital market have not yet approached the visions contained in the
Capital Assistancc Paper describing the proposed loan to LAAD, The
paper seemed to suggest that there was substantial investment capital --
of a risk nature -- available in Central America. What was lacking --
it was also suggested -- was a suitable and interesting supply of securities
and the technical means to distribute those securities to the potential

buyers.

In this analysis, certain factors were overlooked or minimized,
First, there are relatively few equities currently available in the market,
These are mostly the issues of traditional industries, such as breweries
and cement plants. These securities pay good dividends regularly. The
demand for these shares generally exceeds the supply and the number of
shareholders is not great, Other equities are of companies which have
strong family ties and these securities do not come on the market in any

volume.,

The average Central American buyer of an equity or debt security
seeks several things, Tirst, he seeks security. This he determines by
the record of the company and its place in the economy. Second, he sceks
a satisfactory and reliable return on his investment. This return has
been, and continues to be, in the neighborhood of 12 - 13 percent. This
rate has nothingto do with the present high rates of interest in the United
States. TFor many years, government securities and savings deposits
have paid 8 - 12 percent in Central America, Thirdly, he seeks liquidity.
That is to say, he wants a market for his investment al acquisition value
or better. e may not utilize this facility but he does not wish to be

locked in,
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If these are the criteria for investments, it should be evident
that the market for LAAD securities or the equities in its sub-projects
is some way off in the future. Nonethecless, LAAD has devoted some
efforts to developing mechanisms for a better and wider distribution of
equities in Central America. It has made one loan in Honduras to
Fomento Internacional for this purpose. It is in touch with other groups
in El Salvador and Nicaragua about the formation of investment companies
which would not only provide better facilities for trading in securities but
would serve as local investmant bankers in putting together projects of
interest to LAAD., The experience with the Honduran investment comp-

any has not been notable and the other projects have encountered obstacles.

To date, therefore, it cannot ke said that LAAD efforts to develop
a capital market in Central America is of great significance nor is it
likely to be for some time. Other Jevelopmants must take place before
the demand for risk securitics is significant, Awssisting in the creation of
companies designed to stimulate interest in securities and to provide a
better secondary market for securities will be helpful. More important,

however, will be supply of securities with characteristics attractive to

investors.

A, Divestiture of Equity Holdings

Under the circumstances, LAAD has not yet sought to divest itself of
any equities or convertible securities in its portfolio. There are several
reasons for this. Tvirst, LAAD has a very limited supply of equities although
this supply will increasec as options are exercised, These equities do not,
as yet, have any dividend-paying capabilities nor have the issuing companies
thoroughly established themselves, at least in the minds of the investing

public. A second rcason is that LAAD has no plans for divesting itself
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of certain equities, preferring to hold these for their income-producing
qualilies, A third rcason is that most of the entrepreneurs who have
given LAAD an opporiunity to ""buy in" expect that LAAD would offer
them the right te repurchase these equities rather than reselling them

in the open market.

In other cases, where the sale of equities is possible, the entire
enterprise may be sought by another corporation, Thus, the shares

would not flow to the market place but to another corporation,

Each time that LAAD converts a loan into equity it must anticipate
that one of two developments will occur. Either the dividend return will
exceed interest income and also cover some of the repayment of the AID
loan, or that there will be an attractive market for the equities, or both,
Otherwise, heavy equity investment in weak companies could seriously
handicap LAAD's future. To be sure, there will be mistaken or disap-
pointing investments but some of LAAD's sﬁccesses will probably more

than offset the losses,

Sale of LAAD's equities in its sub-projects in the markets of
Central America would appear to be a number of years in the future,
Indeed, ILAAD's own projections show modest capital gains -~ presum-
ably in its investments ~- commencing, in significant measure, in 1976/
77.1-/ As LAAD says in an informal document made available to the
team, "the companies will not have developed to a point permitting
them to enjoy a market based on present and predictable dividend

payments, "

In conclusion, it would not appear that LAAD will be adding sig-

nificantly in the next five years to the supply of equity securities in the

1/ See Appendix A-II,



open market although this does not mean that LAAD will not itself enjoy
a dividend flow or will not have an opportunity to sell the equities to

certain specially interested investors.

B, Public Offering of LAAD Shares

‘The public offering of LAAD of Central America shares is
likewise some distance away for the same reasons cited ahove. The
shares do not yat have the characteristics which would make them attrac-
tive to the public. Nor are the activities. and objectives of the company
sufficiently well understood to make the shares interesting to the more

speculative investor,

LAAD-CA has authorized a special issue of Class B stock especi-
ally designed to be sold in Central America, The authorized issue
of this Class B Stock is $1, 000, 00C, or one-half the authorized issue of
Class A stock held entirely by LAAD. Thus far only $50,000 -- or 500
shares of Class B stock -- have been issued. These were issued in
exchange for a like amount of shares of Femento Internacional of

Honduras.

LAAD-CA hopes to issue a substantial number of shares in Central
America during 1874/75 and smaller amounts thereafter. LAAD-CA
contemplates paying a modest dividend of 2. 5 percent on these shares.

It is by no means certain that these shares will be attractive to huyers.
In view of the brief history of LAAD-CA which is just beginning to be in
the black and the modest dividends that the shares will pay, the sale of

the shares is problematical if not unlikely.

We conclude that LAAD-CA will depend for some time on equity
provided by its parent, LAAD, The prospects of equity from this source

depends on the willingness of existing and new American shareholders
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to provide additional capital. Since no discussions were held with

shareholders, no judgiment can be offered on this source of capital,

One market for LAAD-CA shares deserves exploration. 1If at the
time of making a loan to an enterprise, LAAD required the borrower
to buy a modest amount of LAAD-CA sharcs, a beginning of share sales
could be made. LAAD-CA could finance the purchase over the period
of the loan thus making the acquisition relatively painless for the pur-
chaser, The borrowers are the buyers most likely to appreciate the
importance of LAAD's continued existence. Had such a policy been in
effect, it is likely that a fair amount of LAAD-CA shares would have

already been sold,
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IV. FUTURE PROSPECTS

A.)  TFinancial Viabhility

The financial viability of LAAD-CA, the operating subsidiary of
LAAD merits careful study. The team was unable to make an independ -
ent study, assessing the many assumptions and policy determinations that
would be required. The team was given a draft of such financial projec -
tions by LAAD-CA (see Appendix A-III), LAAD should not be held to
these projections since thev are not based on policy decisions taken by the
Board of LAAD, Nonctheless, the projections are of considerable interest

in looking at LAAD's future.

The most important assumptions are that an additional AID loan of
$6 million will be obtained on the same terms as the first loan and that
another $2 million of share capifal will be secured. Finally, $1, 95 mil-
lion of LAAD-CA Class B stock will be sold in Central America between
the years 1974/75 and 1978/ 179.

Net profits of LAAD-CA are estimated at three percent return on
net worth in 1973/74 to five percent in 1978/79. These profits allow for
a small allowance for losses on loans and investments -- varying from

one percent in 1973/74 to three-tenths of one percent in 1978/79,

LAAD also assumes that it will lend at nine percent as heretofore
and that it will be obliged to lend two-thirds of an AID loan with equity

features.

While LAAD-CA is well financed in that it will have approximately
$6 million in common stock against $12 million in long-term debt, earn-
ings on this stock by 1978/ 79 would only amount to seven percent. Earn-
ings of this magnitude would not make LAAD stock an attractlive invest-
ment in Central America -- or for that matter, in the Uniled States, Any
further jnvestment by U, S, companies will have to be made on the basis

of public relations motives.
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Thus, LAAD, on the basis of its own tentative projections, appears
to be all somewhere between an ordinary private financiera (of which
AID has financed a number) and a government institution with modest
profit-makirg objectives. One can argue that LAAD Yas under-estimated
its earnings or gains on its equily portfolio, but equally one can argue

that losses on investments may be higher than provided fov.

To improve the long-run prospects for LAAD viability, LAAD could
be empowered to charge a higher rate of interest on its loans. In many
cases, the cost and conditions of obtaining medium-term capital from
competing sources warrant a higher than nine percent rate. Likewise,
LAAD can reduce the number of speculative investments it makes, limit-
ing these to interesting and important agribusiness projects in which
LAAD is a prime mover. The necessity of having an equity feature in
two out of every threc dollars of AID loans forces LAAD (o seek out
situations where an owner is willing to cede a portion of his ownership to
a lender. As explained earlier, this does not always lead to the best
pro,ects, If LAAD were not under this requirement, it might reserve
its equity-featured loans to those projects in which the possible gains

were substantially greater than the risks of loss.

Changes of this type might well lead LAAD {rom the prospect of
marginal viability to the probability of substantial viability. After all --
no one's interests, be it AID, LAAD, or the borrowers, are served by
a modest return on capital in an environment where 15 to 20 rercent

return is common,

B. Need for Intensive Murket Siudies

To date, LLAAD has not been able, to promote and participate in

development projects., They have, rather, reacted to the proposals of

33



borrowers or other partics in need of investment capital. If LAAD
desires to plan in advance for the development which it needs and
desires, and further, if it is to be an effective promoter of projects at

the "ground level, " it must ecquire and develop the type information

from which developmental and entrepreneurial ideas will follow.

In the case of vegetlable production and processing, for example,
knowledge of production and consumption trends within the Central
American region, the rest of Latin Amarica, the U.S. and Europe is
essential. Central America's prescent advantage, with reoard to the
U.S. market ai least, is derived from its low labor costs as well as
from a growing season which does not coincide with that of the U, S,
Likewise, U, S, production in certain lines is decreasing due to the
labor-intensive cultivation required and higher labor costs involved.
Through intensive market studies in the U, S, and Europe, it can be
determined in what areas deficiencies currently exist, or are projected
for the futurc. With such information, projects te supply ihose deficien-
cies can be promoted among already successful and potentially success-

ful entreprenecurs.

LAAD must also have a means to collect relevant marketing
information to better evaluate loan and investment requests. In some
cases now, it appears to us that various projects have been funded based
to a great degree on the information put forth by the business itself.
LAAD would be in a stronger position regarding its financing function if
it could independently research the market situation before acting upon
a particular loan or investment in question, especially in a case requir-

ing a large capital investment.



C. Fxpansion Into Other Areas

LAAD cited a number of projects which they might undertake in
the Caribbean and northern tier of South America. Since a proper review
of the projects is not possible without a visit to the areas in question,
we therefore cannot ascertain the possible financial and economic results
of LAAD's expansion into those arcas., There may be advantages to
such an expansion through the coordination of production and marketing
activities with the Central Americun projects. The president of Taylor
and Associates specifically stated that LAAD could be instrumental in

his expansion plans for other Latin American republics.

One strong argument against the proposed expansion, the strong-
est we feel, is that LAAD has not, as yet, matured as an organization
within a chosen area of activities., To expand into the Caribbean would
require additional stafl and a diversion of the talents of top manage-
ment. To dilute its efforts from what is judged to be good [orward
momentuin in Central America, could risk leaving LAAD-CA as a
partially developed project. LAAD should bolster and continue its
efforts in the Central American sphere until these show distinct promise

of overall success,



APPENDIX A-I

MUGLLY iU PIRIRT No. 22
AID lcaa No. E78-r-01)
LsAD Ay of 'y 31, 1574
. e villica
vate S:g-ed:  Octcder 18, 1971 (uss’oeo)
Date Ap-
proved by
Iavese- Fepave LAl Loar & Date Ap- tar= Trval
acnt Intercse reng Grace Investm- rroved by Agrcrcert Invest- Sccured
No. Froject Nare, Tescription § tucation Rate Period Period Ceoaittee A0 rent Loan
] Giralera Inlustraal, $ A, (CISA) 1/ 5 1 6T _. [YARVAS 125.0 .- vee . cee .- 125.0
Slaszhterung orl reat eapsrter
Costa Rica
2 ra Nig usrie, S. A, )-1/21/ s 1-1/2 4719731 i 11280 300.0 .- .- .= .- .- ico.o
le prsces: +nd meat exporter
Nicaragzua
3 Hrzacio Villavicencta § Cfas. Ltda. 1 3 1-1/2 s/n m.- 1/ 6.0 .- --- .- .- .- 1ce.o
le ra.saing
zzla .
. 3/ 5 LY -
-1 1548017 3reglhers 3-1/2= 3 2 6/2°/23 .- 3213 70.0- ... .- c.e .o een *e.0
ca1sing .
tala
[ 1ean Flaerr Ci-juration n s 1 T2y, .- 3720772 100.0 .- “a- .- [ .. 13¢.0
Tr prediding ~artetirg
C.sta kica
s Haciealiy Cerelorus Je Costa Pica, w0 s ] s/1/72 . 874772 209.0 .-~ .- e ... 200.0 .-
S.a. (iUsailca)
Cirtle raasing
Nicazagua - .
5 EERRTE Todostrial 9 10 7 871732 1W0/10/72 10/2/72 2sp.0 250.0 .. .- .- .- .-
~ptema TAITISA) - . .
Aric.a pals oi) plaat
Eoatozas B
7 néustrias Tropicales, S.A. 9 s 1-1/2 6/19/72 8717172 118772 103.0% --- a-- l60.0 .- - LXRS
[SATERERY} i
recessing aad selling of SMR rubder
Custeala .
s °s de Nicarasia, S.A. 9 H ] 7/720/72 8/33/72 w0/1/72 7148/ .6 . .. - .e- ——-
. ®troNsusing, triduticn N
en of foci.tuiis .
9 Foomrto frternacicas), S.&. e C.V. 9 4 1 7723472 9/6/72 1047777 ys0.0%/ $0.0 - 100.0 .- aee P
Conrtal ~ ¢t stulies, suditing,
in.cstoonts
Hyuduras . ) - .
i0 ricun Fleser Corjoration 9 H 1 7/20/72 1076772 1075772 112.§ ... aee 112.5 .—- .ee .ae
er yruving for espare N .
Cista Rica .
1" . S.A. 9 4172 H 77197472 1274772 3/1/13 100.08/ .ee 100.0 .-- o .- .-
for crjort .
? - °
12 =y Valcres Agre- H] $ 3 arsc/iz --- .- sna.0l/ $0.0 .on 250.0 .- e P
. SLAL {Iavass) .
Sank

Nicarag.a

15¢.0

100.0

150.0

128

100.0

CCIIENTS

0.0

Repayzent of
$55,5%5.56 rcceived

Pepays~nt of
$3L2,0C0 received.

Fepayrent of
$75.,U0C velcaved.

bully disbursed.

Repivzenat of

;.':,imu icceived.

Fully Jisdursed.
F.Y. Poecenber 31

Pcpavocent of
312,500 wvcccived,

Fully Jishurced.

Frpuyrent of
$1a, 260, 7 recedved.
F.T. Decezber 31,

Fepaycent of
$25.000 € prupayrent
of $3,1C0 rcccived.

Lepavecnt of
$12,5060 reced
F.Y. Septexbor 30.

Fueneing agreerent
Terasdeny struc-
turing af corpany,




\/(’\/

AID loarn No. 55%-1-3))

3orrower:
dzgunt:
Date Signed:

L2AD
$6 Milltun
Ccicder 26, 1978

Monthly Status RAeport Ko. 22
Page 2

Daie - COMMITMENTS LRI Bt I N
proved by T -

Taveat- Repay- LAXD Loan & Date *p- Date Tezel onier g

ent Interest  ceont  Grace Irissticnt proved by Agreezent  Ievest-  Iouity  Secvred  Sccured Cquizy  Secured  Secused AlD  LiaD C2

do. Troject Name, Descripticn § Location Rate Period Feriod Comsitice AlD Sipned rent Loan losa can lean Funds  Funae COMMERTS

11 2naleza Jdel Norte, S.AL 9 S 1-31/72 88772 === .- 252.0 ... 250.0 .- .- --- --- --- --- Fending aralysis of

ang and faltzrang of cattle the capability of the
cozpany’s cansgezcut.

1" 15 azrfzcla, S.A. ] “e2 172 10723472 IRYAYYAZ IR V2T VA S 250.0 “-- 250.0 .. [ .- - 250.0 .- Fepayeent o

tural sesvices compiay . $LS,L55.5¢ reccived,
. F.7. June 0.
15 rtega, S.A. 9 s 1 10723772 182 .- --- .- --- .- --- --e - Coicelled by
¢ Lean anl 1 ent
Co~ stice cn 2/1177¢
1e 9 } 1 10/23772 .- .- a00.¢ 3c0.0 LRX 100.0 .- o -—- o c-- .- Fenlsag <uitable
- - ancu-how pastner.
17?7 I-2.ser:as A-olcaca, S.AL s 7 2 10/23772 1276272 173773 3o.0 .- g %€2.0 .- -~ .-- 300.0 © --- L Fully distursed.
5 «nd proccsaing .

171 9 7 1 /27773 2/877¢ .- 40.0 ... .. 40.0 .- el i LT - Fully di<turscd.

19 Areccera Las terrales y €fa. Ltda. 9 4-172 1 /17773 2/5/773 3721713 !0.01, .- - 50.0 .- -—- .= 30.0 s Rc;v:).'a:nl of $10,000
Fioces.ang ¢f precocherd rice ’ . . teceived. ~
Cuatezala .

20 Poznela Picasso, S.A. 9 . S 1-1/2 1/25/173 6712773 176713 4Cd2.0 200.0 .- 200.0 cae P, PPy £00.0 | ---
wood formiture ranufacturing - . - . .
Costa Rica -

21 Supertiendas Triea, S.A. 9 1 =172 1/725¢73 .- mee 175.0 - %0 150.0 s -~ —— -~ e .ee Tending stbrissicn
Rueizasang and distribation of . to AlD.
foae
Hovlloras -

TT £l Granjero, S.A. : s s 2 213 $/21/13 - 400.0 - === 400.0 -e= - .= .- === Bisburscient pend-
Processing and distridution of . ing satisfactory
LR arganzesant for
El Salvador . R cellatersl,

I3 Fals, SoAL ’ 5 . 2 3720773 41213 615773 163.0 R [N 160.0 . .- .- 160.0 e-- Fally disburscd.

3¢ Tilar & Associates of C:via Rica,S.A. 9 ? 1 6/26/73 w2713 T 812103 400.0 e L e 200.0 200.0 “.- .- 260.0  200.0  Fully Cistursed.
and Centsal Ascrican Yeats, S.A. F.Y. July 31,

tering of cattie and carketing -

Costa Rice




Al loan Yo.
Borrceer:
A>3at:

$38-L-011
LAAD

36 “illion

Muathly Sistus Report No. 22

Laze Sigzed: Oczicter 26, 1371 Page 3
. Date Mp- E0YMITMENTS DISFUFSEVENTS
N . proved by k4 POy + CA_ FuaTe
Iuvest- Kepay- L2l Loan & Late Ape Date Total Convertibie Lurlertible
[ F1.34 . Interest scnt Grace JInvestceat Froicd by Agrecacat avest. Ejuity Sccured Sccured Equ:ty Secured Secured AlD  LAAD-CA
Koo Projcct Naze, Tescripticn § Location Eate Feriod Pericd Counittee AlD Y] J rent tozn Losn toan Loan Fuads Funds coronnTs
23 turela, SO A, 9 5 1-172 4729773 $/9/73 1716173 120.0 .- .- 123.0 .e- o= .= 12c.0 .- Tully disbursed,
72, slanghzering
s ef (nichens
1% tarios v Nica:egua, 9 7 5 6732273 0723773 6729773 2L8.0 200.0 - ~e- - --- .- i00.0 ... Fully disbursed.
F.Y. Sune 30,
fottun 2ad alh-~siyve -
27, tcues v Cerretajes, S.A. (ICSA) 9 7 b 6€/1773 ... add 259.011 250.0 e : ~ee -— .- -~ .- .- Perding disburse=ment,
ot tunking und other M
finar-ial services
Fl EZaivalor N .
28 Flores, S. A. | I 5- 3 5731773 /5725 /31773 100,04/ e “o- 100.3 ~ae .- -—- 100.0 .- Fully dislurscd.
af Fy %vinid flower . - -
e sceds . ° -
s iccla Disico de ’ H 3 8/23/13 121173 1079773 so.0d/ ... 0.0 . .. e .- 60.0  ---  fuily disbursed.
A, . . F.Y. Jure 30.
Y f fresh
Custe~ala .
3 Fincs tas Fu-ntcs, S. AL ] H 1-1/2 8/24/73 LYIRVES SR Y2 V21 100.04/ . .. 100.0 .- .- .- 120.¢ = Fully distursed.
Criwlizg and dQ1st1illation of - . . ’
and c1tyouella oils .
N telers Fegneis ; 17 3 . - -
3T ":ZI;Y:J_:?Ii:.' S. Al 9 H T, /23713 12713773 10720723 !oc.c-' .- - 10Q.0 e L] --- 100.0 s Fully Jisbursed.’
Nicaragua . -
3141 Miclers Sequeira, S. A. 2 . 7 L2 c. e ; .
< " N ;;:lu::lc;"' 9 5 3 111774 2714774 1/2!/.‘» 100.0 100.0 .ee .. - 40.0 . Sccond sequest for
Nicars distursezent to be
b gua h
. . .. L subrittcd to AlD,
33 SMa de Distrituciss - . - 121 3/18775 .- .- L. Jee s ' ‘
i::;a:cs. :f”(:?;bl‘czsi;“”o . ] . 5 1-1/2 10718773 109.02 - *3n.0, ane ——— aen 73.8  Partially lisbursed.
riduticn ¢of foc? and consurer . FY. Decerder 51, .
frerican Flower Shijpers Inc,, S. Ao 10-1/2 7 iy 6/26/73 EEES R74V43} 50.03/ . aem e aee - - i
Froduiticn 32d marhcting of floners . - e . . s0.0 " 50-0  Fully dizbursed,
Cozia Rica - . . . 'F.l. Septerter 39,
3¢ Craalal, S, AL N} s 10718773 1273173 t0/51/773 s0.08 ... 50.0 - . - - - )
P ag of z2ar and other . . . s0.0 : iully d.’.sb‘“"d'
ra ces . . . Yo June 30.
Su .
- . Y et o N -
s 5 30 . aname v 50.0= $0.0 .- - sms L ees S0.0 - .= Fully Jistupsed.

F.Y. June 35,



AIL Loaa Na.

3errc-cr:

A=~unt:

Date Sy rned:

55¢-L-on

LAAD

3¢ viilion
Citeter o, 197%

“anthly Status Report No. 22
Fage No. &

Date Ap- visse
prav-¢ by [L30 LY: rO T
Invoee- Repay- LasD Loan & Pate Ap- Date Tetal avcrtible
xeat . Intercst Ecnt Grace Investoewt rroved by Ag»_rcrn‘nl Iniest- 3 v Secured Secured i LASD Ca COTNTS
L Frojeet Naze, Descriplion € Lecation Rate feriod Feriod Couzittce Al Signcd L XYAY lean toin : Saa Loun funds f‘ur:_'s e
15 -1 9 s t-172 11722773 111778 1725774 100.8 bl --- 1€2.0 .-- .-- --- itd.o ..- Fully disdursed
Tolistion 11=2 and irroa gprass -
o1ls an? Sscta Cortsudis Svef cattle
Cuatiemala .
23 Atdaneis Coust Che=izal Comj zn » < LR V2 RVETY 2721704 2617 10008 ... --- 100.0 .- .- .- 100.0 .- Fully disbursed
. faid R oaal bye )
or the e:;27 zurlet
37 Leeriap Lrd. s s -1z 2 315733 £9.0 .- 20.0 - .- .- .- so.c ‘quest fer apasoval
L treers itted to A1
sr1al ruote- - Beceeber 31.°
5 9 s 12 aun (VALY LV F Y Vo) 00.02/ ... 200.0 - .- .- .- 0.0 -~ Fully dirbursed.
- - . F.Y. Scptesber 30
33 9 - s 1 123022 - JLLICE LA 50.0 - . -.- .- W ¢t for apnroval
t> A1D.
trher 31,
20 9 s 1-1/2 m 3 37227174 2038/ ~e- 0.0 s, - .- .- 15.0 s nert for sccend
turie-ent e be
) ) ;;»;ril:cd lo i-ll,l
L Y. DecerYer 3
a aci-aates, S, AL 4 6-1/2 1 3729774 /16174 8206718 200.0 .- 200.0 .- .en (. - 2c0.0 .- Fully dx‘.b::-.rd
fon d refrigerated - Y. ouy s,
siny services . .
< 9 6. 1-1/2 /2177 3729774 sI28(14 60.08 .. 60.0 .- — . . €0.0 o= Fully Zisbureed .
. . - F.Y. Docezler 31,
[} ] 7 2 s/20/14 MR --- 200.0 .- e 200.0 . .- ... .e= - -.- T:-:l:'in; Jdisburse-
Ecnt.,
Y} [ I 3 1-1/2 $/20/78 | i .- 110.0 - 110.0 o= - oo eea .- - Fending disburse-
srnt.
. F.Y. Junc 32.
. . -
. 9 1 N 3720074 eee caen 158.0 158.0 .- . --- b b i 0T E::f'n: disturse-
F.Y. Deczrrer NN
7.451.9 1,554.4 1,630.0 3,022, 350.0 200.0 095.0 3,7%8.9 1,345.2

Fra}

T OT A LS

ects utder procoticn or penling aphroval of LAND Loan and Investncnt Cenaittecl8/

€,520.0

1,450.0

750.0

2,550.0

B L T



AID loar No. 576-L-01%

3urrover: Laua .
L=ount: 35 Pillien

Bate Sigmed: Cstober 26, 1971

Fcotnotes

17 Over 1E0-day Eurodollasr rave,
27 Over 180-Jay Curodollar rate,
37 Over 18D-day U.S. prire
I/ Zpprovel unler LASD Presi
§7 L:AD's Lean € luvest=eat
- ceeting,

77 Trere is an addit
!/ Total a-suat

SIMOUARY OF IPMVESTMENTS APPROVED EY AID TO DATE

adjustadle every six oonths,
adjustadle every six months,
3djuszadle every six acnths,
s own authority.

ttee recosacnled cancellaticn of $173,600 of the loan, at thelr Fedbruary °

re is an allitisral $50 06D in sn;; of shares.
nal §150.000 §n svap of shares. .
approved §300,009, but $30,000 will probably de invested in debenturcs using LAAD-CA funds,

AVOUNT  TERCENT

quity . 171.4 18
Convertible Secured loans $90.0 ' u
Securcd loans -LM S8

109

PREAKDAY CF LAAD-CY CAPITAL

Share Certificate #1 Class “A™ 630.0
Share Cerzificate #I Class “AY 23J0.0
Share Certificate #3 Class “A™ 10.0
Share Certificate £4 Class “A" 200.0
Share Certificate 45 Class “A” 160.0

Sharc Certifizate 16 Class “A™

Minicuz Inteiest payment 9.S5%.
%o mininus.

Maxinua interest rate 124. Minizus 10-3/2

§7 Oravinally approved for $322,900, but reduced to $2CO,0CO in March, 1974,

318/ A total of 13 prejects.

Bes: Evallabis Docums

Fogt i
& g

Rk .

-

Monthly Status Report No. 22
Page No. §



APPENDIX A - 1T

LAAD AND LAAD DE CENTROAMERICA S. A.
AGRIBUSINESS INVESTMENT COMMITMENTS AS OF APRIL 30, 1974

(USS$'000)
No. of Prcjects Authorized Percent Disbursed Present Holding
BY COUNTRY:

Nicaragua 9 2,211.4 27.3 1, 351.4 1,029.2
Guatemala 16 1,560.0 19.3 1,493.8 1, 308.8
Costa Rica 7 1,337.5 16.5 1,337.5 1,231.9
Honduras 7 1,175.9 14.5 741. 4 657.2
El Salvador 4 980.0 12,2 280.0 280.0
Panama 3 500.0 6.2 500.0 406. 3
Mexico 2 325.0 4.0 325.0 174.4
United States 4 19.0 -- 12.7 12.7

52 8,107.9 100.0 6.041.8 5,100.5

BY INDUSTRY:

Cattle and Beef Processing 8 1,445.0 17.8 1,195.0 767.2
Poultry 4 930.0 11.5 530.0 436, 3
Capital Markets 3 900.0 11,1 200.0 171.4
Hogs 2 720.0 8.9 320.0 169.4
Food Processing 4 530.0 7.2 520.0 510.0
Food Distribution 5 526. 4 6.5 350.2 350.2
Cut-¥lowers and Seeds 6 476.5 5.9 475, 2 112.7
Vood Products 3 100.0 5.0 400.0 400.0
Agricultural Services 2 330.0 4.0 330.0 274.4
Essential Oils 2 260.0 3.2 260.0 260.0
Fruits and Vegetables 3 §5.0 1.0 75.0 75.0
Miscellaneous 10 1,455.0 17.9 1, 386. 4 1,273.9

52 8,107.9 100.0 6,041.8 5,100. 5




APPENDIX A -TI1
LAAD DE CENITROAMERICA S. A.

BALANCE SHEELT

(US$'000)

1973/74 1974/75 1975/76 1976777  1977/78 1978/79

ASSETS
Current Assets
Cash 30.0 50.0 70.0 90.0 120.0 140.0
Time Deposits 150.0 350.0 500.0 750,0 J050.0 1100.0
Intecrest § Other Receivables 25.0 70.0 -95.0 - -145.0- .. 205.0 235.0
apital Gains - 5.0 25.0 """ 125.0 ¢ 100.0 100.0
Total Current Asscts 205.0 475.0 690.0 17710.0 1475.0 1575.0
Long Term Investments
Equity Investments - Common 858.0 2258.0 2708.0 2958.0 3458.0 3708.0
Equity Investments - Preferred 779.4 1479.4 1779.4 2279.4 2779.4 3279.4
Lenz Term Convertible Loans 2318.0 3418.0 4210.0 5500.0 6570.0 74C0.0
Long Term Conventional Loans 3233.1 3795.3 4574.9 4838.4 5213.4 4547.2
ILess Rescrve for Losses 99.0 173.5 ~°221.5 " '308.5 400.5 459.0
Total Long Term Investments 7089.5 10777.2 13050.8 15267.5 137620.3 38275.0C
Other Asscts
Inter-Conpany Stock Sub-
scription Receivables 190.0 1500.0 1000.0 -500.0 -- --
Office Equipment (less dep.) 2.7 2.6 2.5 2.4 2.3 2.1
Organizational Exp. (less
amortization) 10.7 9.2 7.7 6.2 4.7 3.2
Total Other Assets 203.4 1511.8 1010.2 508.6 7.0 5.3
TOTAL ASSETS 7497.9 12764.0 14751.0 16885.9 19102.3 19855.9



1973/74 © 1974/75  1975/7¢6 1976/77 1977/78 1978779

LIABILITIES AND STOCKHOLDERS
EQUITY

Current Liabilities :
©224.0 252.0 280.0  360.0

Accrucd Interest Payable ~100.4 196.7
Total Current Liabilities 100.4 186.7 224.0 252.0 280.0 360.0
Long Term Liabilities
Loan Payable to AID 5337.9 7500.0 9000.0 '10500.0 12000.0 126G0C.0
Total Long Term Liabilities 5337.9 7500.0 9000.0 10500.0 12000.0 12000.0
Stockholders Equity
LAAD-CA Class "A'" Common
Stock 1810.0 2500.0 3000.0 35000.0 4000.0 4000.0
Common Stock Subscribed 190.0 1500.0 1000.0 500.0 -- --
Central Americans 50.0 1000.0 1250.0 1500.0  1750.0 2000.0
TotaT Conmon STock 2050.0 5000.0 5250.0 5500.0 5750.0 6000.0
Retained Earnings 9.6 67.3 277.0 633.9 1072.3 1485.9
Net Worth 2059.6 5067.3 5527.0 6133.9 6822.53 7495.9
TOTAL LIABILITIES AND . ,
NET WORTH 7497.9 12764.0 14751.0 16885.9 19102.3 19855.9



-

INFLOW
Equity LAAD
Equity (Central America)
ATD Loan
Het Operating Income
Loan Amortization
Capital Gains

Total Tnflow

OUTFLOw
Time Deposits
Equity - Conmon Shares
Equity - Prcferred Shares

Agribusiness Loans
Interest Receivable

Total Quiflow
Cash Surplus

Accumulated Cash Surplus

LAAD DE CENTROAMERICA S. A.

CASII FLOW
(USS '000)
1973/74 1974/75 1975/76 1976/77 1977/78 1978/79
700.0 690.0 500.0 500.0 500.0 --
- - 950.0 250.0 250.0 250.0 250.0
2644.0  2162.1 1500.0 1500.0  3500.0 --
130.9 133.8 259.3 445.5 532.0 483.7
334.5 711.4  1550.5  1855.8  2099.3  2190.0
- 5.0 25.0 25.0 100.0 100.0
3809.4  4652.3  4084.8  4676.3 4981.3  3023.7
150.¢ 200.0 150.0 250.0 360.0 50.0
608.0  1400.0 45C.0 250.0 560.0 250.0
158.0 700.0 300.0 506.0 500.0 500.0
2838.4  2287.3  3139.8 - 3606.3  3591.3 2173.7
25.0 45.0 25.0 50.0 60 .0 30.0
3779.4  4632.3  4064.8  4656.3 4951.3  3003.7
30.0 20.0 20.0 20.0 30.0 20.0
50.0 70.0 90.0 120.0 140.0



LAAD_DIi CEXTEONMERICA S, A.

PROFIT_AND 1.0SS STATEMENT

(US§ '000)

1973/74 1874/75 1975/76 1976/77 1977/78 1978/79

INCOME

Interest carned and dividends
on ag¢ribusiness loans and

equltly 401.3 595.5 753.3 882.5 1037.0 1093.7
Capital Gains 5.0 25.0 125.0 100.0 100.0
Otticr ~20.0 30.0 30.0 40.0 50.0 50.0
Total Incone 421.3 630.5 808.3 1047.5 1187.0 1245.7
LAPENSES
Repayment AlD/Loan Interest 100.4 196.7 224.0 252.0 280.0 360.0
OPERATIMNG PLOVTIT 320.9 433.8 584.3 795.5 907.0 8§83.7
OPERATING EXPENSES
Sularices 140.0 184.0 200.0 215.0 230.0 245.0
Prolcrsional Services 15.0 25.0 50.0 50.0 55.0 35.0
Oifi1ce Expenses 6.0 15.0 15.0 15.0 15.0 15.0
Travel eund Communications 14.0 50.0 50.0 55.0 60.0 70.0
Pulilic Rolations 2.0 6.0 10.0 10.0 10.0 10.0
Other Expensces 13.0 20.0 20.0 25.0 25.0 25.0
Totzl Operating Expenses 190.0 300.0 325.0 350.0 375.0 400.0
NET OPERATING INCOME 130.9 133.8 259.3 445.5 532.0 483.7
PROVISIONS AND) NON-OPERATING EXP
Provision for Losses 66.9 74 .5 48.0 87.0 92.0 58.5
Amortization of Organizational :
Expenses 1.6 1.6 1.6 1.6 1.6 1.6
NET INCOME 62.4 57.7 209.7 356.9 438.4 423.6



ASSUMPTIONS TO PROJECTIONS

~e
i

ne proceeds of the present $6.0 million AID loan and the

$2.0 million in capital committed by LAAD to LAAD-CA will

~have been totally disbursed by Apwril 30, 1975, (Though we

actuaily hope.to disburse carlier, it is not to our
advantage to project that we will for the purposes of

]

this exercise!.

$7.0 m1llion of the LAAD capitael contribution will have

been used to wurchase common shares of asridbusinesses D3
& O

April 30, 1975, We are going to have to Try to come

tarough with this. It would be incomsistent to project

4 . by

A - - o T - -~ ~% 3
Annex I states that we expect to achiev
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ct
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|t d
[97]
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o
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that AID expects us ©o. It is ambiguous in the latter
sense but It scems clear enouzi that we should not and
need not project that we will 7aii 1o comply with ex-
pectations., It is possisice that we might comply or at
least come ciosc to doing so with the stro ng ossinilit
Loy )

. . . ,/. s
o0& the Atchemco share purchase. It WOU;O\LJAC MuCci
beyond that $430,300 deal and the %200,000 Taylor nolding

- -~ L e
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A8 S5CCONG ALd 104 to LAAD will
T ™ A ™% - &= RO ST - lo 2 N oy e B R IRt 3 o LT
LAAD-CA.  The loan will be for 20 YCETS 1nCLuGlng S years
va - - R Ao e &g e o . . TR
afGCC On DTLIACIDUL paynmenis, 2t an interest rate of 30,

Disbuvsement on the poriion Lssigned to LAAD-CA will begin

Yay 1, 1973.
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Gty

G —.LAAD will increase its investment in LAAD-ZA from $2.0

mi,

million to y47T0-millilon. The two miilion capital increase

will pay an average 2.5% return to LAAD.

Approximately $4.0 million of this amount is expected to
be used for long term financing with equity features
(long term 1s defined as 5 years and beyond and medium

tera as thre five years). At least §1.0 million

(¢}
[
Qs
ct
(o]

LAAD's increased capital coatribution to LAAD-CA will

[

0

be used to buy common shares.

NN
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LAAD-CA will'”l* ¢/ its shares in'Central America, as

follows

974/75 1975/76 ©1876/77 1977/78 ©1978/79

Pas Aud

$550,000 bS 0 OOu $500,000 $500,000 5500,0C0

- . . - - v oy
D DT o 240

.,
~

These shares will pay an average 2.5% return to their

bearers. The proceeds of thes nents will bo used

o

(S
F -1
£
o
o

erred shares and loans to
provide to & return of 2.5% o cover the cost of this nioney.
(Our assumption should be, as stated in paragraph 7 below,
no dividends or capital gains fFor Tive years on comulon

shares. We need not be pinnecd down %o a commitment that

these monies will, in fact, be used so lavishly for common

share purchases since we canno: logically commit that we

»
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will be able to sell shar

3¢ return of 2.5%. The fact is there would be no

market at all. We must make a 0ig splash in.terms of
[;‘ n,“;‘ -l:’

offcring the shares, “onpve*,,und AUSL so within a

Couple of months, prior to presentation of the Loan

Document., We should * started with this in April or

May. e
AID funds and LAAD's canital concr ribution to LAAD-CA will
be disbursed as follows:

1972778 U9TVE/TS 0 C1976/77 1977778

Seceand AID Loan 1.5 1.5 1.5 1.5

LAAD increase ,
(0] f LAAD- C. \fn‘ !
capital .5 .5 ) o5
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Dividends on common siares ucquired by LAAD-CA over the
five year period begi nnlug January 1, 1972 are projected
at $25,000 in fiscal 1975 and at $50,000 eachk ycar there-

after. This includes only Taylor and Associates and

G

American Flower Shippers. ATchemco would raisce this figux
hould we buy sharecs in the company. We can assume that

convertibility features ol loans will be exercised only

for the purpose of placing the shares and that convertible

preferreds will be sold as such rather than converting

then prior to placement.

Cnherating Sxpenscs for fiscal 1974/75 will increase by an

estimate 100% over the fiscal 1972 level and are projected

to increasc at a rate of 20¢% annually over this level,



ratlons, itemized according to specific expense

Salaries and Emulovee Benervits. LAAD-CA salaries

paid for comparable effort, cenpetence
o roduction Y other Finoncial instisuti . Vari =
GG p,.O e Ll Vaa v ouC T sinancida 1nscicuclions., MeTrltc
increases and equalization of salaries to combat

1975 in order to

e
o]
Fh
=
I\
ct
[N
(o]
&)
=1
o
[77]
ct
(@]
(¢}

J
[
}.J
[a N
[
3
i
[
wn
rl
£
—

maintain a staff which will be required to perform at

[N

a still higher level than it has in the past. Two

new additions to the professional staff, one at the
managerial level, are contemplated for fiscal 1975

and at least one addition to the secretarial staff.

It is not presently possible to retain an experienced,
bilingual Central Aucrican investment banker possessing
the requisite pevsonal characteristics and capacity

to produce for less than 520,000 a year. The second
new staff member will be a financial analyst wno need
ies, though he must be

not possess managerial capavili

capable oi cdeveloping thenm. Such a man can be obtained

for $12,000 to $i4,000 a year now. A yzar from now
these new staff ausbers are not likely to be available

for less than $25,600 and 576,000 a year, respectively.

In order to vetain nrescnt professionals and attract

new oncs LAAD-CA must oiffcr fringe benefits; virtually

-

none are olfercd now.
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aneTvision should account for arvound half of the time

LY

roblen nroiects. Prebiems call mainly on
i J

o U PN S e T et e A va mea - T AATy LA - -
Or Sen1otT staxrt. 1235 LacCier acmanua 9n LAAD-CA's pPeTsGuT

nel can only be reduced by subdbstantial supervision

permitting us to ideavidly and rectify problems beiove

-

ecome ciritical. Oace they are, and some comstantly

ct
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will be no mactter aow much time is devoted to supervision,

che only alternacive to cestly '"turn around' erlorts
will be write offs which we will not be financially
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DLLGTIES anu L g/ oes LllCuils for fFiscal 1975 can be
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does not require an extraordinary increasein cable
and long distance phone comnmunication either. Dealing
1th proviem projects will require very high travel

Wlts
and communication cxpenscs, however. The cost of
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oject will usually at

least equal the combined communications and travel

ment togeiher, over an equal period of time.

~

As is the case of personnel, the per unit cost of com-
munications will have increased in fiscal 1975, as
rates for thesc services vise. Cost of air travel

has been increasince esnecially rapidly.
I s

Travel and communications expenses are estimated to
be at least $50,00C in fiscal 1975, more than 1060%

over the fiscal 1973 level.

Professional Services. The cost of legal services

for fiscal 1975 will increase by about 100% over the

fiscal 1973 figure, primarily to cover the zost of a

The cost of legal scrvices srovided to LAAD-CA it con-
- S omma aed ae e T T ToT e | ~ oo . s v < .a ~
sicctaon wita 1o DOTHAL GCULVLITICS must 1ncicase alSO.
AET S 18 -~ . - ~ Ao, . —~n FON bl IR L T 5 - -~

we have been paying a very modest retainer for leoal

o

~e ey e -~ -~ S I - PR —n 51 oA~ g
as31stance and aeneads on our lawyer will increase

suvstantially, cspecially Sor assistance in connection
with problom projecis. Thuse lattor costs cannot be

-1
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passed on to a client and will represent the largest
part of LAAD-CA continuing requirements for legal

services.

LEal

@

ecinical services, beyond those provided by LAAD's

-

shareholders, will be reguired to a much larger extent.
Again, thesc will be directed mainly towards problem

ojects. ne second greatest demand for external

H

P
technical services will result from an increasing
tencency on LAAD-CA's part to initiate new activities

ratier than depending on others to sponsor projects.

LAAD-CA's sharcholders will coatinue to provide the

b]

major part of the technical assistance required but

]
|8

~

this expense category in fiscal 1975 will still be

more than doubled over the fiscal 1973 level.

An amount of $25,000 is projected. L
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d) . 0ffice Exmenses. LAAD-CA's ofiice space’is satisfactory

+af? but additional -staff and incrcasing

ct
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for its presen
rental costs will requirc a wminimun 100% increase in
rental budget over the fiscal 1973 level. Other office

expenses will at least double.

Fiscal 1675 bLudget should be $15,000.

Sxpenses undeir this category have

v . s . .
been low thus<Sar. -LAAD-CA has been publicised primarily
through its performance. In fiscal 1975 the public

relations budget will increase nyimarily to support &n

effort to.placa’LAAD-CA's shares in Central America.

$6,000, four times the fiscal
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£) Other. This miscellancous category should be increased

¢

<enfold as a contingency against further increases in the

five categories set forti above, for a total amount of
- ,/,4‘/ .

R T o ) .
10600, 1 L e, wemue

Total estimated expenses for the fiscal year 1475 come tO
$301,000,&rounded our to $300,000. Operating cxpenses are

projeccted to increase by INCremcnts of $25,000 (25% of

1973 base year) cach year aifter fiscal 1975, as {follows:

e g 1074778, 1975/76 1076/77 1977/73 1678/79

/70

$300,000 $325,000 $350,000 $375,000 $400,000



11.

12.

LAAD-CA will have no sources of funds other than the
AID loans and equity capital sct for:h above. It could
not obtain commercial loans to finance projects which

would be eligible under its present criteria and this
criteria will not be altered to Provide for a less
developmental portfolio. LAAD and LAAD-CA contemnplate
being able to sustain their operations without altering

gcourse to concessional
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this policy and without

-

ter tae second loan is provided by AID.

[
oy

borrowings

Incoma. LAAD-CA income will continue to be derived

¢ 'and preferred share dividends.

1%}

primarily from intero

O
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Assets

ta..h at banks:

Currentaccounts . ..o v e
Time deposits

Ioreign investments, including $996,019 (1972-$3,660,706)
maturing within one year:

Loans

.......................................

...............................

Liabilities and Stockholders’ Equity

ort-term bank loans (Note 3)

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

tes payable (Note 5) . ..o oo o
cruad interest

..................................

ans payal J* to Ag:ncv for International D2velopment {Mota 4), ,

nority interest in consolidatod subsidiary {(Mota 5)
Total liabilitias

..........

...........................

ckholdars’ uqunty (MNote §):

Comman stock - 55,009 par value, 3,000 shares authorized, 520

shares issuad and nusag; anding. oL
tained cainings (Note d). . 0L L LT
mmitments (Note 7) ..., .. ... e e e o

classified from prior vears

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

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

..................
..................

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

..................
------------------
..................
.................

..................

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

..................

Cctaober 31,

1973 1972*
$ 28,028 S 23,220
355,575 334,070
334,703 357,290
4,105,532 1,498,917
929,521 563,100
299 9,997 3,400,701
5 3~JG 160 4,957,718
{_181 J7 { 149,525)
5,155,021 4,808,193
193,079 238,972
$§5,732,803 $5,404,455
S 93,115 $2,532,200

200,000

25,153 86,354
] 583 15,029
2,693,928 150,000
46,722 -
3 0.)9 501 2,763,583
2,600,000 2,600,060
73,302 __.20.872
2,673,302 2,620,872
5_?55@5 56,104,453
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Income:
Interestearned .. ..............

Other. ... .. it ie
Totalincome ...........
Interestexpense .. ...............

Operating expanses:
Salarins and employee benefits (Note 6)
Professional services , ... .........
Travel and communications . ... ....
Office expense . ... .. ...,
Publicrelations . . ... ...........
Other cxpenses ... ..o,

...................................

...................................

...................................

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

...................................

...................................

...................................

...................................

...................................

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

...................................

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

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

Income (loss) befare other expenses and extraordinarycharge ... .......... ...,

Other expenses:
Provisiun for possible lossas (Note 1) . .

Income (loss) before extraordinary charge
Extraordinary charga (Mote G} . ... ... .

Met incoma (loss) for the year
Retained carnings, beginnig of vear | . . .

...................................

...................................

...................................

...................................

...................................

Deficit allocated to minerity interest share of LAAD-CA (NoteB)....................

Retained carnings, endl of year . .. ... ..
4

...................................

Earnings (lous) per share of common stork (Note 1):
Incomn (loss) bafore mrraordinary charge L e

Extraordinary charge ... ... ...

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

Year ended Octobar 31,

1973

$403,305
38,124
5,855
__6423
453,707
106,339
347,368
159,037
39,059
29,255
21,857
2,756
3,351
2131

257,446
89,922

31,614
9,156
283

31,088
43,864
43,864
20,372
. 3,566
573,302

$902.90

1972

$507,525

9,451
2400
519,376
260,844

258,532

146,513
64,265
35,200
18,725

3,265
4,985

274,678
(__16,146)

141,025
8,526

149,551

( 165,697)
(__32,084)
( 197,751)

218,553

§ 20872

($338.85)
(_65.61)
(3404.45)



Year ended Dctober 31,

1973 19720
':inam.ial resaurces were pravided by:
Netincoma, .. ............ B i e i e ..., .. S 48,864
Add non-cash items: . .
Depreciation and amortization . . .. . . 9,156
Provision for posaibile losses . . . . . e e e e e e e e e - 31,614
Minority interest in net income of consolidated subsidiary . . .. o ___2_8§
Cash provider! by eperations . ..., ... .. .... et e i e e .. 89,022
Procueds from AlDJoan . o oo o s oo oo ot . e e e e e, e 2,543,923 S 150,000
Sale of short-term commercial paper . . ... ........... e e et e, .. 3,100,704 3,530,831
Proceads from sate of LAAD common shares . . . . . .. e e e e e e 2C0,000 200,000
Issuance of shares in consolidated subs idiary oo e e e 50,000
Loans repaid during theyear ... oo e e e 300,000
Indebtedness assumed in repurchase of comn.on shares e e e e e e e 200,C00
Decrease in: Otharassets . ... ..uvnn .. .. e e e e e e, 36,737 139,995
Timedeposits .. ................... 95,100
Increase in: Other current liabilities. . .. ... .. e e i e e 3,343
$6,521,291 $4,119,819
financial resources were used for:
Loss bafora extraordinary charge S 165,697
Decduct non-cash items:
Dupreciation and amortization . ..o v e e e { 8,523)
Provision for possible losses . . . .. .. (__141,025)
Cush used for aperations . . .. ....... e e 16,146
Cash usad for extraardinary charge .. ........ e e e e e 32,084
Reduction in shart-term bank loans. . . .. . . .. e e e e ....852,439,085 2,785,751
Disbursemants of lcans . ... ... o' ... e e e e Ve e 2,907,71r 1,073,917
Investinents in equity securitiss ... ... . ... ... R, 871,431 58,1C0
Purchai2 of common stack of LAAD. ... . ... e e e e e e e e 200,020
Increase in: Cashiin currant accounts . L L . . . e e e e e e e e 5,803 65,163
Tine danosits .0 R, 21,605
Dacreassin: Accruad interest payable . . .. ... ... .. e e e e 61,201 83,659
Other current liabilities . ..o u oo, ceeee 14446 o ~
$5521,201  $4,119,819

"Ructassified from prior yvears.

\p
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Octobar 31, 1973 and 1972

NOTE 1—Acccunting Palicivs:

A summary of the major accounting policies followed by
the Company in the preparotion of the accompanying financial
statements is present baiow:

Principtes of consolidation

The sccomeanying consolidated financial statements
includa the azcounts of LLatin Amarican Agribusiness Development
Corporation S.A, [LAAD) and it3 subsichary, LAAD de Centrogimerica
SAALAAD.CA)L All material mizrcompany accounts and .
transactions have baen ehiminated in consalicddation, Equity
nvestmanis in foraign companies are carried at cost since less
than 2075 of the voting stock 15 ovwnad,

LAAD wasncorrseatad in e Renublis of Panama on
January 2G, 1970 12 muke INVESEMNTS IR private entarprises located
incountri-c in tha Western Humisohere, excluding the Unitecl States
and Canada. The objoctive of its investments is to improve the
production, chstribution and marketing of agriculiure-based products,

LAAD-CA was incarporated in the Republic of Panama on
Novembar 9, 1971 to make similar invastmaents i entarprises located
in Guatamazla, £l Salvador, Honduras, MNicaragua and Costa Rica.
LAAD 135 purehasag 51,110,803 of Cluss A common stock in
LAAD-CA and subscribad for the additionai $390,000 of authorizad
Class A commoaon stock,

Organization expenses
Organization expanses {ses MNate 2) of LAAD are baing
amortized over a t2n-year pariad which commnnced Novembser 1,
1970. Organization expenses of LAAD-CA are baing amortized over
aten-year pariod which commenced January 1, 1972,

Furniture and fixtures
Provision for d2oraciation of furniture and fixtures {se2 Note

2 has baen computed on the strght-line method over the estimatert
useful Livas of the assess (1on yeas). Maintenancs and repairs are
charnad 1o income currently, while ren2wals and bettarments are
capitalizad, Upan the retirement or ather dispasa! of fixed assats,
the cost thareof aid apnhicable depreciation are remavid from the
resp2ctive Jeeounts and any Gains or tosses are inchuzbd i incorms,

Farziqn exchange

Curtzin of e campanies’ shart-term cermirarcil paper
invastements have bron made 0 curi2ncies other than U5, o altars
and have bean translated iNto U5, dattars on the baos of axchang2
rates pravaling at thadate of transactiong, Assunnng that such
shorttarm commere. 4l nap2r hod baon transtated ar tha eatos in
cilecton Qztatier 31, 19732, investenants sweanld iere 1o by $40,000
at thatdare Unreaiiead qans or ias.os it Octabtier 31, 1972 werv
not s.gificant,

Praviston for passible busses
Toes the cotnpanias’ poticy 1 pravide aganeral reserve for
PLsssise e, ot 2 on each 1o PRI AOVeSTR L s rosarya g
dCCrusid Over d g ead o teelve (32) menths from the date of
thabrzemnt, in atldetion, spacohe rasaves for pocsthue 105,68 e
proued:d tor any foreegn investment winkzhoay ol rnedd by the anrd
of Diratars to v had o Tt impatemant in volue.

Taxes on income
Panamanian income taxes are provided only for taxable
interest incoma2 from LAAD's toans to Panumanian companies. No
provision for U S, fed2ral income taxas has bazn providad bacause
the comnanies have no U.S. sournas of income nor income which
is ffectively connected with the conduct of trad? or business withun
the United States.

Earnings {loss} per sharo of common stock
Tre consalidated earrings (loss) per sharz2 of common stock
is based on the weighted auzraze numbar of shares of LAAD S5,C60
par value comenon stack outstanding during the yeoar (526 in 1973
and 439 in 1972),

NOTE 2—-Qthar Assets:
Other assets consist of the following:
1973 1972

Accrued interest due within one year . . . . S 74,613 $143,773
Accrued dividends due within one year ., . 24,312
Accounis recaivable and

other currentassats , . ., ., . . ... .. 25,011 20,105
Furniture and fixtures, at cost ;o5

accumulatad deprecration of $1,403

(1972.3725) (Nowe 1) . . . .. ... ... 8,302 6,944
Organization expenses, at cost less

accumularad amortization of 523,162

{1972.514,852) (Note 1) . ... ... .. __5)@11 __6_3__1-‘—_5

$193,079 §233,972

NOTE 3~Short-term Bank Loan:

The short-tarm bank loan at October 31, 1973 vsas paid at
maturity on December 12, 1973 with inzerest at 7%, par annum,
The loan was secured by short-term commearcial paper with a villue
at maturity of $100,000. .

NOTE 4-Loan Payahle to Agency for lnternational Development:

On Octaber 26, 1971 LAAD entared into a lana asrazment
with the A ey for Intzrnation.! Davatopment IAID) wherehy AD
agreed todend LAAD or LAAD C2 at 275 interayt pUeannum,
payebla semimnnuoatly corvnenein vin Fobraary 373, an amaunt
not toascoed i the wggee e 593,000,000 ta b drosun tana by
LAAD-CA befora Apnld 30, 1375 As of Octohyar SUL 0073, 4 totai of
S2,693,92303550.022 0 1977) v rrcaead by LAAD-CA on this
1oan, The taty! fauns draven dosn e TN AT N ety .00 equal
semianngel imsolments Comunencii i Augast 1977,

The desn waramant contang varios testactgng including
Prateictions anodvid2ods, Tong. ond siart-torm ina Ndinesy and on
e uses volneh con b made of (ths ALD faan funda 1 AAD ard
LAADLCA buen gjrond 1o ten there proceads Lo Himsnes agnbusiness
projects s Guatemala, £1 Salvydar, Hore daras, Nicarrgua aned Co,ea
Frrca, LAAD Loy agrond ta proni-ats a.mn caoprtal toveirds these

\‘\,



EXHIBIT 1T

ESTIAL

(Cs>s Last Complete Cperating Year Data)

C O M

3 TED F2REIGN EXCHANGE EARNINGS BY PROJECT COMPANIES VISITED

M O D 1

SERVICES CAPITAL
Foreign
Dividends
Towal Export Total Total Import Total Exports Less Foreign Loans Intcrest,

Pro:ect _ _S.les Percentace Exnorts Purchases Percentaze Inminorts Imperts Total and Esuitv Renavment

CODICASA $ 1,983,029 o 0 $ 1,667,957 80 § 1,334,357 $(1, 334, 357) 1] $ 100, 000 0
INTROSA 770,974 74 S 570, 520 665,208 2 13,304 557,216 0 0 S 21, 500
Gran Alpina 343, 343 0 0 173,104 10 17,310 (117, 310) o 50, 000 0
Las Flores 540, 934 95 513,037 354,903 35 129,021 364, 866 0 100,000 -
ALCOSA 40, 000 Yy 30 12,000 70, 000 y 57 39, 800 (27, 200) 0 G0, 000 0
Lo Pres 41, 600 y 20 8, 320 11, 700 y 43 5.000 3,320 0 20, 000 0
LANSA - - 137,100 45 61, 6§95 (61, 693) 3 70, 800 2/ 5C, 000 0
CAICTISA 0 o 0 314, 700 100 314, 700 (314, 700) o 0 0
Hielera Sequeoira 211,278 0 o 48,169 [ 0 0 0 0 0
AMOLONCA 551, EC8 100 551, €08 2€6,517 0 0 551, 808 0 300, 000 12, 663
PROSAXN 1,120, coo 3 72 806, 400 512,400 80 409, 920 306, 489 0 0 51, 300
4,327,637 100 4,327,037 4, 660,072 10 46€,007 3,861,020 0 400, 000 0

Pozuclo Picasso 582, 859 30 291, 430 4, 857,080 2 78,612 212,813 0 400, 000 0
American Flower 421, 718 75 316, 289 109, 879 6 6, 642 309, 647 0 0 28,100
Pavos, S, A. 273,733 30 22,138 135,077 60 81,046 1,0°1 0 160, 000 0
r\.vi:o‘m 3slvadorena <38, 500 0 0 107, 850 1 1,078 (1, 078) 0 120, €00 0
1‘I‘O‘I‘.—\LS £11,4599, 979 $ 7,479,829 $14,101, 5696 S 2,958,592 $ 4,521,236 $ 170, 800 $ 1,760,000 § 113,563

.2 data availabl: for six menths only -- estimated typical operating year.

i czlies, 3pproximately 12,6 percent {(or $70, 809) of which were services sold to parties outslde Honduras.

EXHIBIT Iif

Total

Exchange
2

Sarnings

(1,

32,690
484, 866
32,100
23,320
59,105
(314, 700)
0

(<]

o
o

8
43,
4,261,030
612, 818
231, 547

161, 001
11f, 022

. 14

o

<9

-
o

(%)
e




aribusiness projects ot a rate of not loss than €1 for each €3 of AID
funds, Alzo, itis agrexd that these financinges will be madae with
repaymant terms of not less than three years or with interest not

in excess of 99% per annum,

MOTE 5~Stockhalders’ Equity:
Changes in the comman stock of LAAD for the year
end+i Qutober 31, 1973 and 1972 are summarized as follcws:

Shares
Issued Par Vclue
Balance at October 31,1971, .. ... .. ... 480 $2,400,c00
Sale o!f common shares
tWapivateinvestar . ., .., . ... . ... 40 200,030
Balance October 31, 1072 . . . . .. Lo ... 820 2,600,030

Sale of cammon stock toaprivateinvestar , .. 40 200,000

Repurchase af common shares, . ., . . . . . 400 | 200,000)
Balance at October 31,1973, ... ..... . . 520 S_?EQO_C_Q

) On October 31, 1973 the company repurchased 40 shares

at par valus2 from a stockholder in nxchang= for an unsecurcHd
promissory note of $200,000, payable on Qetoter 31,1974, LAAD
a'so has the option 10 pay the note over a five yuar t2rm at $40,000
per yoar vathinterast ot a rate equal ta one percent per year above
the prime rate of intarest bamng charged on October 31 of each year,
The note is payvable on demand if atany time the nat worth of the
cornpany exc2ads S3,6C0,C020, Itis the comoany’s intention ta
retire the treasury shares ane prenay this nue prior to October 31,
1974, Far financial statement purposes, thece 40 treasury shares
are refizciad as having B2on retired at Octoler 31,1973.

On January 26, 1973, th: Board of Dirrctors of LAAD
authorizied an amendment (0 LAAD-CA's Articles of Incorpnaration
vihich provided far a navs class of common stock that will ba soid to
Central Aimerican investars, This cammon stor, dasianatad as Class
B, is i< nucal to the ernisinal common seack of the company {now
casignatad o Class A) excent that, among other things, the par volys2
of the 12,00 shares suthoarizad is SIC0 and eich shara Class A
CIrNmMIN stock i untitl :4f to ten timas o many votes as eaciy shars
of Clacs B common sinek,

On Apnl 23, 1973, %09 shares of Class B common steek
with a par value of SZ0,000 wors ssund th 5 company n Honduras,
Nanoriey interast in conanty e substdiries in tha gecomy anying
finaneial statements at Ocratiar 31,1973 conprised the fallowing:

Amcunt
[ssuance of 56O shares of Class 8 commen stock L, L L, 389,000
Lasss Mhanity intiest share of accumulated
deficit ot acousition ce v b 3E86)
Yoy witerest shna of net Look
va'u- ot anquisition T T [t I b |
tus: Mhinority interest share of net incame for the
phertod Irom scaquisition to Octobar 11, 1973, . . . . 268
516,727

L:‘I}L :“.D

NOTE G—-Employmant Aorsements:

LAAD had an agreament with its previous president that
providad fur $5,000 of defarrnd compensation to ba set aside each
year for him and for sevieranas to be pzid to him in the event of his
termination of employnyint, This previous prasidant resionad in
April 1972 znd was paid 32,034 for severance pay. The balance of
deferred compensation payable to him at October 31,1972 of
S11,6G7 was pard to him in January 1973. LAAD zlso has an
agrezment with its current presidznt providing, among other things,
for his employment for an indefinite period of time,

NQOTE 7 -~Caminitmants:

At October 31, 1973 the Investmant and Loan Committes
of LAAD and LAAD-CA had epproved but not dishursed additional
forzign Jouns of 51,672.0C0 and additional equity investrrents in
foreign companies of $773,571,

LAAD t2ases office space under a long-term lease
which expires on Auqust 31, 1277, The compiny's sggregat?
non-canceflable rental commitments as of Octaber 31,1973 is
approximately $28,000 payahle as follows:

1974 . ... § 7,300
1975 . ... 7,3C0
1976 .... 7,300
1977 ... . _ 6,100

$28,000

Rantal excenses for tha years endzd Octobar 31,1973 and
1972 were 310,962 and $11,872, resoectively, which includas the
rental of office spaces in Guatemala and Mexico City that are not
under long-term l2ase agreements,

REPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUMTANT

To the Board of Directors and Stockholdars of
Latin Amenican Aanibusiness Develepment Corporation S.A,

In our opimion, the Aaccompanying consolidaited baance
sheats and 1 ratatad consohidated statemants of nparatinns and
retaingd earnings and of chanaas i financinl positien prasant fairly
the financia! position of Lateny Armerican Agribusiness Davelopmart
Corporitinn S.A. and s subiahiary at October i, 1973 and 1072,
the raaults of thaie oparstion: and the chaisesan fingncial pasition
tar the vears thon ended, 1 confurmity with Gunarathy aneapted
dccounting princinies constently guphed, Our cxpmnations
of thasy stataments wore mede in accardancy vath geacatly
RCCENP L anditin gy stncdiras and accordingly e ludd=d wuch teses
of the iechunting meords and such ather auditing procedares as v

consiueozd necasary 1a tha CHCHUIMSTING s, ]
/,/7«,; (4./’,‘[-‘-.1/544.. ¢ (u

PRICE WATERHOUSE & CO.

Miami, Flarida
Decembiar 19, 1973
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LAAD de Centroomariea b.h0.

1 . -1 PR + PR PT PO -
In cur ovinion, the accowpanying balewee sheeo and
M . L T R PR J e PR -
the velarad sooCo.nrnhs ¢nomngcme anG accumuilacs:a da

of chanses dun {financial position present fai*i; the financial
Ta¢

position of LALD de Centrocuzrica S.A. at Ocicber 31, 1973,

the results of its operations and the changze in financial
position for tha year, in confommity with grmerally accepted
accormuting princioles applied on a basis consistent with that
of the preceding year., Our exaninacticn of these statemsnts

was made in accordonce with generally acc

standardes aond zecondingly included cuch tests of the accounting
records @nd such other auditing procoedures os we considered

necessery in the circunshancas.
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APPENDIX B
EVALUATION METHODOLOGY AND SQOURCES CONTACTIED

Checchi and Company was requested by the Agency for International

Development to undertake an cvaluation of the Latin American Agribusiness

Developm=nt Corporation, S,A. (LAAD). This assignment was to result

in a2 report responding to study requirements outlinad by AID/Washington,

Additional concerns of the evaluation were presented in a cable from AID/

ROCAP,

The major purpose of the study was to evaluate LAAD's agribusi-
ness development activities as well as its efforts to promote capital mar-
ket development in Central America. This required that the study team
contact and interview LAAD sub-project managers as well as financial
institutions in the area which were familiar with capital market develop-

ment. The study was to be completed within a six-week period,

Before departing from Washington, the team reviewed hackground
material, including the Loan Agreement and Capital Assistance Paper,

provided by AID/Washington,

At the LAAD office in Miami, in-depth discussions were held with
the President and Treasurer of the Corporation covering various topics

including organizational structure, financial structure, staff functions,

the CABEI relationship, shareholder relationships, new directions planned

for the organization, as well as a review of projects funded,

Proceeding to the LAAD-CA office in Guatemala, the tearn met
with the entire LAAD-CA stafl for discussions which ranged over many
subjects including the subsidiary's functions, Joan criteria, long-term
planning, relationships with Central Amarican financizl mstitutions, the
ROCAP rclationship, portfolio rotation prospects, shareholder input,

and linancial analysis activities, After a discussion and roeview of the



files of various sub-projects, certain ones in cach country were

chosen for visitation by the team. Projects were chosen on the basis of
size, type of financing extended, industry category, and geographic
accessibility (to accomodate the tiine frame of the study). The saiple
could not be deemed a scicentifically chosen sample, but the number of
projects visited, their location, and individual operational characteristics
represent an adequate sample upon which to base judgment. Financial

institutions te be visited were also sclectied at that time,

LAAD-CA slaff thereafter arranged the team's itinerary, and pro-
vided the team with pre-financing documentation for each project to be
visited, along with a brief summary of the current status of the project

including operating statements for the firm.

AID/ROCAP was also visited by the *eam before beginning the
interview phase to rececive a briefing regarding certain issues which that

office wanted investigated during the evaluation,

The prinicipal officer of each sub-project was interviewed using a
survey instrument (which is attached) and questions or issues arising
from the interview were pursucd by the team to the extent that it was

practical. Generally, each interview was followed by a tour of the project,

The circuit ended in Guatemala with a debriefing session with AID/
ROCAP where the team briefly presented its preliminary findings.
LAAD-CA staff presented the team with additional written documentation

on particular points arising from the initial discussions with them.
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LAAD PROJECTS AND OTHER INSTITUTIONS
VISITLED IN CONNECTION WITII EVALUATION

GUATEMALA
PROQJECTS:

Compah'i‘a de Distribucidn Centroamarican, S, A; (CODICASA)
Industrias Tropicales, 3. A, (INTROSA)

Productos Alimenticios Grandel y Alpina, S,A. (Gran Alpina)
Las Flores, S.A.

Alimentos Congelados Montebello, S, A,

Los Pinos, S, A,

INSTITUTIONS:

AID/ROCAP
Financiera Industrial y Agropecuaria, S, A, (FIASA)
Banco de Londres y Montreal

IIONDURAS
PROJECTS:

Lineas Adreas Nacionales, S.A, (LANSA)
Compania Agrico la Industrial Ceibena, S, A, (CAICESA)
Fomento International

INSTITUTIONS:

Central American Bank for Economic Integration (CABEI)
NICARAGUA
PROJECTS:

Hielera Sequeira
Industria Amolonca, S, A,
Productos Sanitarios de Nicaragua, S, A, (PROSAN)

INSTITUTIONS:

ADELA Investment Company, S, A,
COSTA TRICA
PROJLECTS:

Central Amevrican NMeats, S, A, (CAMSA)
Pozuel’o Picasso, S, A.

Teneria GISA

Taylor and Associates

Frigorificas Nacionales

American Flower Corporation

INSTITUTIONS:

Corporacion Financiera Industrial, S, A, (COFISA)
USAID/Costa Riea

El. SALVADOR

PROJECTS:

Pavos, S, A,
r 4
Avicola Sulvadorena



LAAD EVALUATION

Venture Questionnaire

Name of Company

Address

Name of Respondent

Positicn

Operztion's mailn functions (products, servicas)

Request copies of profit and loss statements and balance sheets for all years
of operation.

Request copies of feasibility, pre-investment, or planning studies or docuirents
which were formulated before LAAD made its loan or investment. (This may be

available at LAAD headquarters.)

Requcst copies of organization chart and plant layout,

- e ~3

1. When did your company begin operations?

2. When and in what form was the company's first contact with LAAD?

3. DPrecisely, what is the financlal relationship between your firm and LAAD?




3.

Do you foresee a change of any type in this relationship at aay time in the

near future? Yes ( ) Yo ()
1f yes, what change is foreseen?

Does your firm have financial relationships with any other leaders or investors
other than LAAD? Yes ( ) No (. )
I1f yes, please name the lenders or investors and describe your firm's

relotionship with them.

At the time that you received financing from LAAD, were there other persons

or institutions with which you were in contact who could have made financing
available? Yes (7). No (™)

I1f yes, who were they and why was Ifinancing ultimately not arranged through

them?

If no, do ynu think tuat there will be problems in the future un securing
asny addliional financing your firm may require? Yes ( ) No ( )

If no, what financing orportunitics do you feel will be available?




Has any of your capital been raised through a stocik offering?
Yes ( ) No ( )

If yes, explain the situatien surrounding the stock offering.

If no, do you feel that this method of raising capital will be possible for
this firm in the fucrure? Yes () o ( )

Explain your answver

Is CASEL involved indirectly with the financing of your operation?
Yes ( ) Mo ( )
If yes, wvas this financing brought about througn cliforts of LAAD?

Yes ( ) No ()

G 0 A L §:

Does ynur company have a stated set of objectives or goals in terms of
quantity output, (uality, market share, sales, net worth or other factors?
Yes ( ) No ( )

If yes, could you state for me the objeciives?




10.

ll'

12.

13'

L4,

What time schedule have you set to attain thosae objectives?

At what point will you coasider your efforts in the business to be

successful?

C UTU®P U T S

What is your current level of output? units per month

What is your current number of employees and their pay range?

management $ -
administratior -
sales -
production FT - Seasonal
other -
Will there be a change in the production level which affects the number of
gersonnel in the near future? Yes () ducrease

decrease
No ( )
Has LAAD assisted you wiih staffing cov personnel problems?
Tes () No ( )

Lf yes, in what way?




l().

17.

18.

19.

bo.

From what sources do you cbtain the bulk of your raw materials or supplics

used in your operation?

Item Countxry Quantity Price/Ea.

What percentage of all materials used in the operation come from

within this country 7

cutside this country %
outside the C. A. rejion %
Has LAAD advised you in your nurchasing problems? Yes () No (

If yes, what kinds of advice was given?

What are the marketing channels that the firm uses to sell its gcods?

What was the total value of sales duriag 19737 S

IS K

{

J



21.

22,

25.

What percentage of the goods were sold

in this country %

in the C. A, region %

outside the region A

What specific problems have you encountered in your marketing effort?

lias LA4D been instrumental in your overcoming these marketing problems?
Yes ( ) No ( )

If yes, what specific assistance has been rendered to you by LAAD?

Has LAAD or anyone connected with LAAD assisted you with equipment procure-
ment, ejuipment problems, or with plant design?
Yes ( ) No ( )

If yes, what kind of assistance was rendered?




27.

. 28,

29,

30.

31.

32,

Please describe technical assistance or support LAAD has rendered you other

than in those areas mentioned above.

Did you pay any of the expenses for that assistance? Yes ( ) No ( )

If yes, specify.

Vnat assistance from other sources have you received?

Cn an overall basis, how would you rate the assistance rendered by LAAD?
Very effective ( )
Moderately effective ¢ )
Not effective ( )
Which type of assistance was the most useful?
Technical ( )
TFinancial ( )
Other ¢ )
What special problems, other than operational problems, have been most

difficult for the firm to overcoma?




