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 and~ Reomenaton~ 
.44'.4 .1 . ... 

A. Recommendations 

That'aloan for $15.0 millionto the Central 
 r" AAmerican Bank for Economic Integration jCAEI)

isus years' ,from the
 

date conditions precedent to initial disbursement

have been satisfied. The terms of the loan wouldbe the following 30 years including a 10 yeargrace period, 2% interest during the grace period
and 3%thereafter. 

B. Summar Descrition of-the Projectvt
 

Thu project will finance agribusiness activities 
which provide technical assistance, credit, and/or
marketing benefits to small farmers, also broadened
employment opportunities. Examples of bottlenecks 
thatmay exist in current agribusiness systems which
Prevent small farmers from obtaining benefits include
 
a) absence of needed production inputs such as improved seed, pesticide, etc., b) technology improvements--e.g. irrigation--whjch increase productivity,
c) an assured market for produce--i.e. fruit and,/or
vogetable packing, canning, and/or processing plant,
d) transportation and/or refrigerated storage facilities allowing a more timely transfer of the product

to market.
 

The $15.0 Million, to be matched by $5.0 million
from CADEr, will establish a permanent revolving fund
in the Bank. ChDEI will relen 
to the intermediarion
(their contribution will bt $5.0 million) that will

finance the selected agribusiness activities. 
 $25
 
million will thus be availabla, in addition to the
 
counterpart resources of entrepreneurs,
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Project funds will be used to finance: a) capital
equipment needed by agribusinesses, b,) technical 

assistance for borrowers, and c) the purchase of raw 
materials-for Processing and other workin ; aptalreurmno.--:-pt 5 rii-iiii- rl -will,
be financed with the initial input of funds,system and afor continuing financing of agribusiness
activities by national intermediaries will be created. 
This will be assured by close monitorIng of the use
 
of rollover funds.
 

At the Project's outset, seminars will be con

ducted 
y CABEi, with ROCAP assistance, to train
ICI and CABEI technicians in the criteria to be 
utilized in determining sub-project legibility and
 
the various methodologies to be used ingeneratingh.. 
needed data. 

. 

Training received by CABE! and intermediary proj-. 
ect managers will holp assure that only those proj
acts are selected for financing which will accomplish5iome or all of the following objectives: a) increase
the number of small farmers producing for food proc-.
esing plants, b) increase the number of rural jobs,
C) increased mail farmer income, d) increase small 
farmer productivity through the adoption of new
 
technologies, and f) increase opportunities for sal.

aried workers in agribusinesses.
 

As participating ICIs gain experience in mn&Ving
agribusiness portfolios more agribusiness loans shvuld
be made, and the delinquency rate on agribusiness
loans should decrease over time. ChaSE! too, will 
increasingly be devoting its fund3i to agribusiness
lending. Thus, C.A. institutions will be able to
satisfy the increased demand for this type of lend-. 
 ..
ing which this Project$$ success should help to
generate.*'
 



~rP 

, ,:: p r p r I I 	 z 'C. Suw'tary 	Findings and Conclusions. 

.... ROC has concluded that this project

appropriate for design and implementation on a re
gional basis, and will provide special benefits byr

-v-teof-such-desigrff-- at)-ddit ibiil resources 

-- CABEI's initial and continuing contribution to. 
the project as well as intermediary resources will be generated. 
 (b)There are clear efficiencies
which result from the use of an intermediary (CABBX)
indealing with a host of intermediaries. The al
ternatives -- negotiating separate loan agreementsA 	 with each intermediary, or even attempting to nego
tiate umbrella agreements with e.g. each central 
bank -- are far less attractive and efficient. 
(c)Through 	the use of a r'ntral financial institu
tion, project experiences can be shared, common 
pitfalls can be identified and avoided and the 
successes in one country may be duplicated in an
other. 
 d) The linkages between institutions and
 
countries facilitated by the use of CNBEZ as a cen
tral institution may lead to multinational Central 
American projects, thereby further spurring economic 
integrat ion 	in the region. 

2. ROCAP has co, ,luded that there exists a
demand in Central America for the type and amount
of financing proposed. The joint ROCAP-CAUZZ survey
of financial institutions in the region, plus CAU1's 
own demand projections based on its experience andapplications for financing from the private sector,
demonstrate that the loan should be fully disbursed 
within a tour-year disbursement period. We have
concludid that the intermediaries require an ad*
quate financial inducement (an attractive spread)
to finance now or expanding agribusiness enterprises
which as a condition of financing must 1.-paot sig
nificantly on our target population.
 

-

_4 

I 
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3. RQCt: has cocluded that C i Capable of
 
implementing this project efficenlyand consistent
 
with its purpse0- CABIas reorganization should

facilitate the timely and careful review of loan 
aplcain from ICIB and should ensure the devel'. 
olpnt fco~ Fhilogphy-6f iijij 

and evaluation. CAuhI manhgemsnt is in our view 
coumitted to the fundamental purposes of this 
Oct. It strongly desire* that the project succeed 
in its efforts to improv, the lot Of the rural poor
and is Committed to the continuation of this effort 
in the years folloing disbursement of the loan 
funds.* 

4. There exists in each of the countries f 
Central America a sufficient number of capable and 
committed public and private intermediaries to en
sure that viable sub-projects will be developed and
implemented during the period of our project. PAMPt 
and CADRE surveyed over So institions in Central 
America and this sifting and winnowing process hts 
produced a list of reliable sub-borrowers. 

S.* ROWA has concluded that the project can 
significantly impact on the welfare of t:- rural 
poor, particularly the small farmer. A special
ROCKP-sponsored evaluation of agribusiness expe
rionco in Central America concluded that *financing
the establishment or expansion of industrial proa
ossLng activities in the Central American setting
promises, with appropriate loan desilgn and Imple-
Intation, to be an apt and effective mechanism for 
directly benefiting the small farmer and rural poorO. 

6. This project has been considered by the 
Contral, Americn bilateral AID Missions, Wo have 
endorsed it, both in the context of the UOC and 
during the loan design period when the consonaJ e 
of the project with bilateral proood was explored
with UWAZ Mission personnel. 
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to a program which offers much loes of a potential
profit to it than others (ea. 'AID loan 010 wider 
Which most of the money was lent directly by CABRZ)l 
At will be unable to lend at more than 6%. To corn
ponsate for this limitation on this poject'sa profit
ability (to CABRz), conoessional terms are fully 

3. Loan +lAmounts
 

A conservative analysis of the potential
demand for loan funds for agribusiness projects
which meet AIs exeptional criteria indicates 
that $25 million can be effectively disbursed An 
the four-year project implementation period, CABS 

s of the view, moreover, that this amount consti
tuteo the minimum "critical mss" necessary to 
attract the interest of all the ICaI and justify 
the efforts CABAZ must undertake to initiate and. 
maintain this new (for it) venture. 

Uvon receiving AID funds at concessional 
terms, CABII cannot implement this program on a 1:1 
basis, with the maximum 6% interest rate that can 
be charged b CAD3 , without sustaining a loss. 
Given availabilities to it of low or no cost money, 
and given its existing commtments to use the bulk 
of such funds for high priority projects (many . 
stimulated by AID)# the Bank cannot provide more 
than $5,0 m llon counterpart. This will probably 
be a mix of low or no cost funds and high cost money.
Wo believe that thts in an ample counterpart contri
bution.,given the interest rate limitation we impose 
on the bank for this proqra. (The $15.0 million 
AID - $5. million CARII formula will generate re
turns that have a small margin over operating costs.) 
In other projects where we have sought contributions 
on a lit.ratio, no p aral limitation has existed. 
Soo Financial Anlyis Setion, page 52. 

. 
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11~. Desrption ofProlect
 

A. Djg2SgZ23and 

1. Problemn Statementi Inorder to further

the development of the CACM countries which are pro
dominantly agricultural, therm in a need to increase 

- - - the--productivity--of the-agriculturalsetor-inrease-
the employment and income of the rural agriculturallabor force (including land-holding as well am land
less small farmers) and achieve greater integration

betwen the agricultural and industrial sectors. In
creasing the productivity of the agricultural sector 
cAn also contribute to more equitable distribution 
of income. 

Experience seems to be demonstrating

that a systems approach on a commodity basis offers 
one of the most promising development strategies for 
increasing small farm productivity. By a systems ap'proach we refer to an analysis of all the elements in
 
'theprcduction, processing, and marketing of a single

farm product, including farm suppliers, farmers,
storage operators, processors, transport groups, whole
salers, etc.# involved in a commodity flow from ini
tial inputs to the final consumer. 

ROCAP'S analysis and experience* have

shown that a number of agricultural products for
which potential foreign markets exist are not at pre
sent ecoromically exportable because of various do
ficiencies In the marketing system for the particular
product. In some cases it may be lack of storage fa
cilitiesi in others, refrigerating or freezing capa
citys in others, transportation. The existence of a 
bottleneck of this kind could represent a potential
ly profitable investment opportunity. However, the 

*Valuable insights have been gained as a rasult of
ROCAP's grant project with XCAITI which inter alia,

stimulated the production and marketing of a varie
ty of non-traditional crops for export. 
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profit:ability May only be apparent in the context
 
Of an interated system. 
 p 

The integrated development approachis 
one that might be Particularly suitable for pri
 
te i, tcalsupnthe institutions
 

pdo~ctiod___-e-sf processing, marketing, etc. Arein place, allor will be in timely fashion. It requiresentrepreneurial activity and the risk-taking of theinnovator in addition to technical skills and knowledge of a comluodity and its producion and maketingsystem.
 

2. Cnrian 
 Adyantaos Subsequent 

-to the DAEC meetingheld in December 1975 to reviewthe PAP,an evolut on of selected agribusiness pro-


CABB! - Cntral America financed under Loans 010
,Oets in Export and Tourism Industries), and 011 and015 MWAA) was conduc'ted. The most significant finding of the evaluation was tha&,inaddition to other
developm~ental Advantages, financing the establishment
or expansion of industrial processing activities in
the Central AMrican setting promises, withpriat* loan design and implementation# to be 
appro
an aptand effective mechanism for directly bonefiting the
small farmer and rural poor. Experionce under pro-
Viously financed activities 
 uestsjects that such procan generate substantial direct benefitsthe small farmers from whom tothey purchase raw mate rialsg there are also Important potential benefitsto the landless or unompliyed because cultivation of
fruits and vegetables s', -able for processing is inflrently a labor intensve activity. 

In addition, thoro Isfor entrepreneurs great incentiveto inter into a.ribusiness activities because of Cent'.al Americabeeom a maljor 0 potential ofsupplier of processed fruits andvegetabIos to the huge U.S. market, a potential whichhas already started to be tapped. Central Ameriov ishas several advantages which enhance this possiblerole$ 

0i 
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IN:iig: mi auI o e. ,s.o? 
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:~~~~~~~~~ 1:IP;_.1: tpl l n 
~1 7. ilW€S:ia~.1,-dnc1.T 
a.Geographic proximity to the U.S. ii' 

n i y inexpensi movement 

b Favorable soil, climate and other 
growing conditions permitting the production of a 

1wite v of fruits and vegetables ienrl c olm wiohtregard
t the climatic/seasonal variations which limit production in the U.S.1 and 

c.Abundance of low cost labor.
 

Moreover, since U.S. buyers have indi
cated a willingness to purchase all of specified

fruits and vegetables that Central America can pro
due, incentives clearly exist.
 

B. Detailed Description
 

I, Goali The goal of the project is to
 
improve the e =o the rural poor. The subgoal is t nraetepriiaino h ua
 poor in the benefits toabe derived from agribusiness

activities.
 

2. Purpoxs The project has a two-fold
 
purposes
 

a. To develop non-traditional agri
business acriviti n in Central America which pro
vide benefits to the rural poor.
A Wo define agri- .business activities as all operations involved in
 
the manufacture and distribution of farm supplies,orocessing, and distribution of farm comodities 

a01d items made from them. This encompasses all theparticipants in the production, processing and
m'.rketing of a single farm product, from inItial 
inputs to sales to the final conxuaer. While the 

Al 

majority of projects financed will be inprocessing
of non-traditional products, the financing of traditional products (other than those vclaed by AIDguidelines) will not automatica1ly be exii na ted A

from consideration. Rather, tho'e y'aritero will 

.. .
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be whether the project holds the potential for'sig 
4,J1fgcant impact on the.target group.
 

unerb. To improve tinst*tut io capa
4bility 
 fcA-rid~ a ~n& ICIs to promote- n

finance agribusiness activities. 
ne.d*flDecrptol: Loan funds will be chan
nldthrough CABEI for 're-lendingto ICIs.. TheIC~wllthen re-lend to agribusiness activities
whic hae
ben dterinedeliiblfor financng
under the project. Eligibility for financing will
 

be determined through the use of a Project Assess
ment Vorm (PAP) . The PAP (see Annex II) 
was developed with the help of AID/Washington, LAAD 
and CABEI and is currently being experimented with
by LAAD under Loan 596-T-015 (Thus far, LAAD hasbeen able to generate needed data utilizing the.. 
Form to determine impact on the target group, andhas not had to spend inordinate amounts of staff
time to do so.)
 

The data requirements of the PAP focus 
on determining the target group impact and agri
business systems impact of any given sub-pro ect. 
(To better explain the criteria contained in the PA?,
instructions for its use will be attached. 
This
 
will be covered in the seminars, discussed on pp. 17-18.)
The two major sections of the Form --Quantitative .
and Qualitative Effects Produced-- are broken down
 
as follow.i
 

a. Quantitative Effects Produced
 

1) Target Group Impact 

a) Small Farmer Participationsnumber of small farmers selling produce to agribusiness being financed, or receiving inputs from
 
supplier being financed# etc. 

ofeobs itself. b) Employment Offectss number . ..created both on fars and in the' agri

c) Inck,,3 Bffectas salaries-Paid by the agribusineus and income accruing toproducer from sale of product to aribuksiness, 

*Infatuation from thin section (Wh i ch has beemnreviewed by CABRZ) will fom abasi oPrj~t-esrition to be in'l i C:wth, 
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evaluated. (In conducting the..valuation, when-,ever ossible, data generation will incllude' contact 
with members of the target group. Wihen such con

. 

Anisms, 

Second$ an explanation of the mecha
or key elements in the project which are cri

tical to assuring project success will be included. 
Examples of these elements may be marketing, the 
provision of technical ass istancee . 

. 

4that 

The type of agribusiness activities 
may be financed under the program can be divid

ed into throe categoriess 

a. Agribusinesses which contribute to 
improved small farm agricultural production, such ab 
suppliers of inputs, financioig of improved technolo
gies, otc., 

b. Agribusinessos which procoss raw 
materials purchased from small producors, such as 
fruit and vegetable proceasing plants, canneries, 
otc.v and 

C. Agribusine seos which assist in the 
marketing of small farmer agricultural products, such 
as refrigerated storage facilities, transportation, 
etc. 

I 

All of these activities contribute to 
eliminating constraints which exist iW'the flow of 
produce from farm to market, and it ispossible
that projects may include the financing of all three 
activities. Thore may be a few agribusiness acti
vities, in which there are extraordinary employment
generation benefits, although with little or no mall 
farmer production partlcipation. which may be financed. 
The presumption ist however, that a processing project
will make important use of mall farm production. 

. 4 

poin patoiktw Me~i will be the focal 
poinfo subptoectidentification* promotion# and 

dosign,, and will be responsibleoforcopeng.4 
ma~na~n~q u-to.k-ate Mae ;n.ad~tft CA ma 

identify SeJts thatcan be~chnee hte ae. 
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To determine the Iciasthat will part
icipate, CABBI/ROCAP teams made on-site'ivdl1ationx 
of 48 Central American creditinht.tut.o...... of these,#
13 are considered to be suitable participants in the
project, based upon several factoru including: a) in-j
tare at.demonstrated in-erMa-of-wil1lingness7-and,-abi1l-
ity to promote and finance projects which are consist
ent with the purpose, b) experience in financing
similar projects In the past, and c) plans and/or pro
jects for future financing in agribusiness activities. 
(A detailed description of theme Ida and possible
 
projects for financing is contained on pages 31-45, Tc
 
nical Analysis.)
 

Each participating IcI will appoint a
 
project manager responsible for identifying and ultim
ately monitoring the sub-project@. As sub-projects
 
are identified the project manager will apply the cri
teria contained in the Project Assessment Form to de
termine eligibility for financing under the program.

This target group impact analysis, alonq with a fi
nancial viability and technical feasibility anal.,is,

will constitute the ICr's application for funding to
 
CABBI. The IC1, in conjunction with the loan applic
ant, will identify any technical assistance needs at
 
all levels --IC!, agribusinass, producer-- and sources
 
to provide it. (Possible sources of technical assist
ance in each C.A. country are discussed in Section 111.8. 
pages 31-45.) 

A careful analysis at this stage will 
enhance the possibility of achieving the project purpose, which will be measured by the following indicators: 
a) all loan funds are placed in up to 50 projects and
10 participating XCXIa and b) all sub-projects serve

the small farmer as evidenced by the selection criteria

contained in the conpleted PAFs. Also, at the end of
the project we will be able to measure progress made
toward achievement of the sub-goal by analyzing the
following indicators: a) an increased number of smallfarmers participating in aqribusiness activities (e.g.

selling their produce to processorst b) an increase 
in the number of rural jobs (on and off tem) createdc) an increase in the Inaoe accruing to participating
small farmers p d) an increase in the productivity ofparticipating small farmers due to the adoption of new production: technologies p and e), an increase in 
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employment opportunities in the agrbusinessnfi
nanced. In addition, macro-economic indic toseill
assist inassessing overall economic impact. 'These
indicators include: 
Va) iincrease innational~value

'added as a result of agribusiness'activities,.and.4,

b) positive foreign exchangede
 

It is not possible, of iorse, to dovelop,and impose precise minimum criterla for impact, or maximu limits (size of farm, inc' 
e) governing small farmer participation. However, the
special evaluation conducted in March provides some
useful. guidelines, which shall be drawn upon in the
implementation of the projectt
 

"As a rule of thumb, (and this mar e
quire country by country, or locaye by
locale adjustment) the sub-lending banks 
should pirobably require that borrower
processors agree to purchase at least
50% of their supply of each vegetable or

fruit in their systsm, from small (i.e.loseS than 15 manzanal farmers. Special jconcessions such as extended terms or J1
 
grace periods and possibly reduced interest rates, should be given, so as to 
reflect additional costs or uncertain
ties to the processor which this require-
Mont may carry. 
Further, additional bonuses might be
built In for processors which exceed
 
the 50% target. Concessions should be
also given to encourage recruitment of
 
coop suppliers in some cases where the

Processor has the option of using eLther
 
a coop or middle-sixed growers.
 
Whether a processor should be allowed to
 
meet all or a part of his 50% smallformer quota by contracting with a coop, again cannot be anwered in theabstract, but mst be exained In light
of the circumstances of the producing

locale. Certainly, where the producer

bas a choice of recruaiting a coop of 

. k 4 ' , 'l l k;O '" l l t 
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small farmersity to ta 

incletivesin the loan should 
 .ndude,
 

Whee bthcoop and non-coop small
 
far.er-producer can be 'recruited.
 

shouldaim at requiring hn producer 
.. .. to g ive priority to rcutn oh 

while excluding the large and middle-. 
szdproducer. The flexibility of 

asliding scale incentive system of
tem*rates, and grace periods should 

be helpful for accomplishing this pur
pose." 

Nevertheless, the eligibility of a 
project will in the end have to be determined on a 
case by case basis, in consideration of a host of 
relevant elements: nature of the agribusiness, im
pact on production vs. rural employment, patterns of 
land holding and land use in the region of the 
agribusiness, not income of farmers in the region,
previous farmer experience with the crop or crops
to be grown, relative poverty of the region involved, 
etc. We will make clear to the iCIs that we desire 
maximum direct participation of the target group,
 
e.g. for processing industries, small farmers would,

in most cases, comprise 301-50% of agribusiness our
pliers at a minimum.
 

As more funds are channeled through

IC~s, their capability to manage these kinds of
 
programs should improve. At the end of the project

two indicators wil suggest the degree of project
 
success: a) Ce will be providing technical assis
tance inputs or identifying sources of technical
 
assistance for sub-borroverst and b) to the extent
 
that.rollovers exist, they are being used for the
 
same purposes as the original loan. Two additional
 
indicators of improved XCI capability aro: a) as
 
more experience is gained in selecting and managing
 
dub-projtes, the delinquency rate for these actirities
 
whould decreaseg and b)as projects succeed# and as
 
ICe gain exporience in selecting viable agribusiness

activities for financing, the spred necessary to
 
induce the Ce to lend for this e of activity my
be reduced. However# because of b Oshort disburse
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ment period, we do not expect to be able to measure
 
significant progress on these two indicators.
 

. CA' s techancal awalysie ested
 
will receive and review loan anli sstfft

XC~._.,On -,behal,of-the _1az ~apniaosfm hfial 

based on the criteria established inthe PAP. In
 
those cases where the Bank ban doubt about project
 

mak th eciiononsub-project eligibility
 

Oligibility, ROCAP's assistance will be requested.

However, there are certain situations in which prior

ROCAP approval will be requireds
 

a. No loan will be made to a single
sub-borrower (agribusiness, ccopt etc.) which
 
exceeds $200,000 without prior approval from ROCAP.
This will act as a check against financing a rela
cively small number of large sub-projects, However,
there may be benefits from some of these sub-projectas
(e.g. impact on employment, small farmer participa
tion, etc.) that would outweigh other negative con
siderations related to size. For this reason, large

projects will not be arbitrarily eliminated from fi
nanoing at the outset, but rather receive a close re-

VieWs
 

b. No more than one sub-loan will be
made to any sub-borrower (unless the total amount
 
of both loans is less than $100,000) without prior

ROCAP approval. This allows for the possibility of 
underesinttes of costs, or overruns on projects u
 
to a certain size while also acting as a check agaist

financing projects that, for one reason or another,
 
prova not to be viable. It will allow the ICI/CABRN/

ROCAP to closely examine such projects with the ho
 
OC identifying problem areas so that technical assist
ance can be recommended. The objective will not be
 
to cut off funds from problem projects, but rather
 
assist in the solution of those problems. 

c. CABRI will not lend more than $2.5 -
Million of project funds to any single ICI without 
prior ROCAP approval. This will prevent a large per
centage of the funds from being channeled through a
few Wls and will help to maintain the regional inte" 
grity of the program. 

d. MWCAP will review and approve all 
projects submitted by the XIa for financing until 
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$2.5 million of AID funds have been committed* ,This 
will serve an a training period for CABEIand ICI 
personnel sensitiing them to the requirements of the 
PAF and what kinds of projects are eligible for Li 
nancing.
 

will md bh RA , CASE and participating
lic!. consistent t the following breakdowns 

SusmlJlionsa
 
7AID 
 15.0 60
 

CABEI 5.0 20
ICIs 0 

TO0TA L 25.0 100
 

Neither CASEp nor ROCAP willrequire
any minimum cntribution total sub-project costsb a borrower. Such~cnrbto will depend on 
the nature of the project, the financial capacity
of the borrower, and most imnportantly, the lending
policies ofthe particular Ir in most cases,the Icis will require a contribution, either in 
kind or in cash, and often up to 40% of the total

project cost. in this wayi 
 rthe AID loan stimulates

theLmv-tment of substantially more than just thoinputs uZ the Icda and CABE!. 

CASBI/AID funds will be used to finance
a) capital goods ooplant equipment# storageeg.
faciliti o transportation equipment, *to.s b) tech
nical assistancet and d) the purchase of raw materials 
for processing and working capital requLremnts for
the expansion of existing agribusinesses. The needs 
in each area will be determined on a project by projectbasis. inputs for small farmer production (eogl. farmimplepents, seed, fertilizers) will alsO be * ibe 

in addition to the participating lIslcash contribution for project financing, they will
provide funds required for their proj ect smnogr&to attend a seminar which will bs held to explainin detail the thesis underlying the loan and the 
program requirements. 

'4~*~4~~ ~ - 4 ->
Ai s asia (perhapis with one or 

oebe to take advaage ofbeld 
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economies of scale and the cross fertiizsation *'that will result from the excharne Of ideas mn94the XC~s, day s n LR adtion tiproviding more detailed Inforation on PrOjact
Purpose# design ana ilmentatiop will explain
the criteria to be used in determining project ei.. 

as Lloa 
as Zxg ati, of the PAP as a reapons.

to t Congrsonal Mandate 
1 ) Deaid de1scription 0of te kind 

of information neededr
 
2) Metbwtolog to bn used in obtaLnLn
 

the needed nWormatioi Ire lance on LAWD oxperLences 

3) 3lb3ration of the key elements ormechanism hmy exist In any project* vithout
 
wbihA-roject =oTd not succeed -*eq. A..itin9#
 

technic I assistance, OhSLS vii be placed on
the need to record these Ieyelements so ths, pro-

Ject performance can be tracked and better explained

at later dates during the ioleitaton period.
 

b. Methodology to be used in conducting

yearly evaluations to up-date PA1n;
 

a. Information that ICXc should matntAin
 
on each sub-proJect.
 

Also# the question of technical assistance needs will be diaussed. The ICIs and cAul 
are acutely aware of the fact that now agrlbusineses(especially for agricultural product* no heretofore 
grow In Central Amrica) vii require considerable
technical astnc.Drawinq upon LW Oexperience(discussed In nore detail in the following s ction)
they vil be further sensitized to thes problae.
 

CAUZ will be responsible for conduct-

Ing the saainar. MW will play a significant role
 

t h ave bon Identified a sible participantsareed to the need for addit Ia training amaan:!llinq to absorb any costs involved.) 

5. "lboutap that will re
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a* Anarbsns un ns4lso
 

4.~444. btenheda SPuIu~mS ff 5stabliseadte Cs 

d. Ain sytmfrtefnnigo gL 

mwfor o fud sysebo roatel con isv 
etabol sed bteen CADNZ and th Msav. gre 

tath oad. Aol sstm frthefnnigo g 

howevero to move m*o cautiously with What i8 ex
sentially a pilot effort, wn would anticipate 
an spplicati for a foflo-o loan --if this 
first loan demonstrate saign ificant impact on 
rural poverty and It the additional, de-mandM to 
apparent. luch on-aplfetLon could conceivably

Iw under this proJectbe justified by ence 
even before the projectod four year disbursement

yerodofthis loan elapses. For that mattere 
posibl, that funds will be exhausted before 
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C. Tgehnfla Amusistgnee 

The technical assistance needs of a particular
 
project will be &$$eased by the ICI in the course
 

_of Its review of an appilation for a loan. Of u
OO~~t@-f 'lkiijnaneitw l av ben an ac-7 

tove participant Ln the projot development process,
and will have Identified with the borrower such needs,
and the loan will have been designed to cover them.
With the borrower the ICI will also assess the posn
sible sources of such assistance, the loan documents 
will identify them. CABUZ will review these docu
meont. to ensure that all projects are justified in ~this respect.
 

It L not possible to dotermino with any degree
of accuracy how much technical assistance will be 
required. However, most ZCZs evaluated felt (based 
upon their limited experience) that approximately
10%of total project cost would be needed for technical asistance.
 

There are varying degrees of capability to pro
vido technical assistance in the ZCZs that were 
evaluated. And, these aapabilties fall in dLf
forent fields,-- e.g. production, management, etc. 
(This is discussed in more detail in Part ZZZ.D.,
'lehnial AnalvAm- Country Specific.) Many ZCZs 
indicated that their staff* will have to be in
croased in order to properly monitor the projects
financed. This is especially true because agri
business financing is a relatively new activity for 
many of them, %nd the data collection effort required
of then will be more than what thoy normally do in 
project analysis. 

At the agrLbusinpss level, LAAD's experience has ! 
given us an information base concerning tht areas in 
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which most technical assistance will be needed. 
First, moat of the assistance has been provided to 
projects during developmental. and start-up phases, 
and later, in some cases* wben problems have arisen 
which are beyond the capability of a pro.ectls man
agement to success ully reso ve, osatcnia 
assistance requests have gone through LMD--CA, and 
on an informal basis they call on appropriate share
holders for specific advice on specitic problems.
 

Problem areas identified through LAAD experi
ence include:
 

a) 	Limited knowledge of marketi 

b) 	Lack of marketing services for exports of 
non-traditional agricultural products, and 

a) Obtaining sufficient quantities of raw ma
terials (also identified in the agribusiness 
evaluation condicted in March). 

Because of the pervasiveness of these problems,
 
participating IC~s will be alerted to them during 
the kickoff seminars and will be expected to address 
them in their project analyses. Other areas in 
which LMD has provided technical assistance and in 
which problems can be anticipated include production 
technology, use of fertilizers, insecticides, pesti
cides and fungicides, quality control, plant oporat-

Ing 	methods, and financial management. This, of 
course, is not an oxhaustLve list but serves to Li
lustrate the range of problems -hat can be expected. 

Technical assistance will be included as part
 
of total project cost and will be submitted in this
 
form to CAUeZ when project financing is requested.
 
The cost will vary depending on %ho pre "des Lt.
 

?he oeevL1 c ... .. '.. .. .Ivsr 	 .. 

7 
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i7c) 
~~tut~ion, 

Provided by a consultant# privte isi 
or amn other source oni a contrat 

basis, the cost of which would be passed 
to the ultimate borrower. 

iii~i i D. aIgM *,atn.sion Plan 

ii] 

S)involves 

:i1. in~ - tatg Cret l ngatutlangt FkolheLrethe dentication (ich in many cases al 
design functions) o a projcot by an CZoe 

:projeot maneger, and the op letion o t asibelty 
bstudywich inludes daalrequired Ln theof ot 

Assessment Form oheIC will reach its on aonclu
sicn on a project, til Dppeovpd, the loan appli
cation wll bd presenteddtobA ta ie nstii
for financing under the pr onrcm. 

ThesIs tie co alwo be responible ar 

identifying technical assistanco ne~s and helping
to locato theruiate orcri to provi it. Or 
gthees, Central Atican Ci , through tel 

olending activities, have acquired knolede of pu
blictand private indtitutons cpbio of providini 

needed thnic l aclsitance. 
sem nformatothe itted treac thiits re

sioo Znponect. U apprved te la apli 

aainon file and silete to basi for the ni 
fiudgmant in unter or notgahe s bpoetL.e.egblc and pfivatcin. Ifatovedcapabs of provdbnneededbZ tehialasstne 

mano sbite ote ai wl e 
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:!, ,,, . .I n order to expedite the maki~ng of !a !ub-s . 
; !,, .r , loan from the, ICI to the ultimteb ..............orrower ! negoti.-i ! i ;! 

a rq- " hasemade a determrination' ... "...to"finance: the sub-.pro'ject. :-,!,..;.ii 

CABEI ins: reviewing !the loan application :with .the-,:
Sunderstanding on the part of the ultimte borrowerr" 

that :funds my not be forthcoming. 

As discussed in the Financial Analysis, the i 
loans to the XC~s will bear ainestreof6%,
 
providing them with an attractive spread o~fup !to
 
5%, and will be for a term not to exceed12 years. /
 

ont a sub-project has bee!n approved by

the Bank, the IC~s will be responsit'le for imking 
timely and rapid disbursements in accordance with 
a schedule to be included in t~e loan app licat!Lin 
It will be in the interest of the lC~s ito assure e 
this because of the Bank's 3/4 of, 1% commitmertfe 
paid by the lois on committed, undisbursed funds. " 

Disbursements will be made on a reimburse-"ment basis. The Me will disburse to the borrowers 
and thereaftertn turnreimbursementwll seek periodically fromCABE. CABe seek periodic reimburse 

ments srom ROCAP, based upon evidence of diurse
ments to XCh for sliqible sub-projects.
 

During the implementation o subpro ts,
thel C project managers wll maintain upo d,ete
 

has aeach ter ont an c thsurepretatleast quarterly (insa wor re n wind r 

Ari and the Cit and approved byreaP o upto 
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on each sub-project. The report will-address auch
 
items andisbursements to date, compliance with
 
loan conditions, repayment., etc. ProjectAssess-

M it-2 pat an reed upon
-orme onll 
schedule and submitted to the Bank, facilitating
periodic evaluations. 

The project managerin each ICI will 
closaely monitor each dpub-project, assuring compli
ance with overall objectives and thi sub-loan agree
ment. He will also assist in identifying possible 
problems and in locating needed technical assistance. 

2. wl Abe: The Bank will receive and review 
loan applications from the ICIs. It will be respon
sible for making the final determination on sub-pro
ject eligibility. (During the early stages of the 
Project# owAP may need to provide assistance in
 
determining project eligibility based upon the 
established criteria). For approved projec.ts, the 
Bank will then negotiate loan agreements with the 
XCIs. CABRI will not charge more than 6% interest 
on any sub-loan. The term of CABEug loan to the 
ICI will be the same as the term of the ZCX's loan 
to the ultimate borrower. 

Rollovers of principal will be used con
sistent with the original project purposes for the 
life of the loan -- 30 years. M~onitoring by ROWP 
however, will cease as of the loan's last disburse
ment. However, in the event of project success,4 
and a follow-.on loan, monitoring would of enurse 
continues longer-term evaluations of project im-
pact would be made# and continued compliance with 

* 

implementation arrangements hereunder would be 
sought. 

CA88Z will also assume responsibility for 
organizing and conducting the seminar to explain 

+/ .+i +'• + + , + +++. A' 
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the project purpose, design and implementatn to 

the ZCZ2. This will be hold before any disburse
muents are made to assure a good understanding by
XCI staffs of __-r~etad~so 

s intentionto have the initial seminar
conducted as soon after loan astoiaina possIbles there appears to be no need to wait until 
the loan agreement itself is fully negotiated and 
signed. 

Using a mutuallo agreed upon form, the
CADZZ project managers will submit monthly and
 
quarterly progress reports to ROCAP.
 

3. £9A~t 
ROCAP will provide assistance 
needed during the early stages of the project andwill provide expertise forthe seminars. In addition*
M 
 P will review and approve all project proposals
submLtted by IC1s until commitments reach $2.5 oillion. This will further educate both the ICt9 and
CASK! in applying the project selection criteria. 

Once the program is underway, ROCAP will 
receive and review copies of all sub-loans entered
 
into by CABIZ to insure compliance with project ob
jectivos. 

I. Rvaluation Plan
 

1. Pereodle Rvietu joint CAuBrI/OCAP re
views will be hold after the disburqomont of each

$2.5 million of AID funds. A similar procedure has
 
been followed under the two MAAD loans and has pro
von to be a valuable tool in monitoring compliance
with program objectives. Topics of discussion for 
these reviews will include' 

a) Review of the sub-projects approved
during the period assuring compliance with the Mandates 

b) Performance of sub-projects in termsof Impact on the target groupp 
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p)Revieof problem projectsand
 

d)Ohe 
 reso mutua i.nterest (egparticiain o additional a. 
~~~~~-

_ 

- ~ O. ~b6-------
4 

-~~ Project managers from participating XC~s 
44 may be invited to participate in reviews to 
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discuss particular projects, new ideas$ and/or
problems.
 

Zn addition, ROCAP's project manager and

committee will be routinely reviewing project pro
gress with CABDZ. 
 ROCAP will also assist in re
viewing the methodology being used to obtain in
formation on the target group impact of each sub
project.
 

2. Annual Hvaluattgn.: Baselino data, against

which evaluatiormcan be made, will be collected by
 
the ICI project managers (in compliance with the

PANs) as part of the exercise they must undertake 
to determine project eligibility. This data willbe carefully monitored by both the ICds and CABBI,

and the PArue for each sub-project will be up-dated

on a yearly basis and forwarded to the Bank, where
 
they will be available to ROCAP. 
This information
 
Will form the basis for Joint CABBZ/tOMP annual
 
evaluations of target group impact. The PAPs will
be reviewed, utilising CAU's informatior, and the
data on each ongoing sub-project will be collated 
and translated Into overall progress. This can
than be compared to tho verifiable indicators on 
the Logical Framework Matrix (attached). In addition, sub-projects will be visited on a random - rbasis by ROCAP with the assistance of technical consultants as appropriate to determine 

the accuracy
and reliability of 
r 

the data contained in the PAls. 
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In this regard it isclear that AID'S interest in
small farmer participation willi in many cases, besignificantly greater than that of the ICI (or.ultimate borrower).n 
r.upon--AID' to make special efforts to go into greaterdepth on evaluations than warranted by the interestst of the ICd3,
 

Further, longer term evaluation of subprojects and overall project impact will be facilitated if
a follcw-on loan (justified by increased
demand and the success of this project) goes forward.
In any event, we would hope that in the years following final disbursement of this loan, special evaluation efforts can be mounted. The full impact of
the loan, and sub-projects financed thereunder, will
not be known for a number of years. Thus, it may be
advisable for AID to conduct special, periodic ovaluations in the "out years", when project impact may
more fully be assessed. 

3. Special Asessmanss In addition to the
information generated through-the use of the PAFs
a more sophisticated parallel system will be developed.
This system will select projects on a sample basis
for more in depth data collection and analysis than
can be provided from the PAP, and will require a
level of effort exceeding that which can be expected
from the ICIs. 
Also, it will require technical capabilities beyond those of the Iois and ROCAP. 
With
AID/W assistance, ROCAP will contract short term
technical personnel to undertake this work. It will
result indata which more accurately measures target
group impact.
 
P. Zonditions, Covenants, and NegotiatingStatus
 

1. ConditionsPrecedenttoInitial Disburse
ment: Prior tothe first disbursoment or to thelImjuance of any commitment documents underBorrower shall, except the Loan,as AID may otherwise agree inwriting, furnish to AID in form and substance satisfactory to AMD 

a) An opinion of the Chief Legal Officer 
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of Borrower or of other counsel acetal -t'I
 

that the Loan Agreement has been duly authorized bythe Board of Directors of Borrower and duly executedon behalf of the Borrowers and~ that if constitute$ 
< 

a valid and legally bidiny obligation of Borrowerin accordance with all of ag torms, 

b) A statement, dul2y authenticated* of thenames of the per~son or persons holding or acting inthe office(s) of Borrower and a specimen signature
of each person specified in such statements 

a) A plan for the objective and comprehensive review of all sub-loans proposed to be madeby Borrower, to assure that such proposed transactions are economically justified and technically
soundi 

d) A statement by Borrower setting forththe specific eligibility criteria (deriving fromthe criteria contained herein) and procedures to befollowed In authorizing and monitoring sub-lbangs 
e) A plan for the periodic audit of sub

loans: 

f) Cortifi,d copies of the vorporat4,
charter and by-laws of Borrower and aill ui -4 or
rowersy 

9) Certified copies of the opor.%itng policisof Borrower, and all submmborrogvre as~thorized
by the resp0Ctive Board of Directois:l 

h) Rvidence that the Borrower has ade ap-.propriate staffing and organizational arrangements
to administer the project effectively and efficiently,
 

mentto ) Evidence in writing prior to disburse
mentoa articipating ICR that ithas agreed to theproject eligibility critaria outlined in the ProjectAssessment Norm (PA?)i and 

J) Rvidence in writing prior to disburse.sent toa participating Rd 
that ithas agreedto appoint Oo (1) fglltimo project manager to ~2~a y
4. 

~. 
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a~fdnister its projects. 

2. Other Conditional zxcept a AID otherwise su-oroe (ICI shll 

) Utilize AID loan fundsorany ray----
Li' agrees wfri.ho:ptnhae• 41 i oroweMr hl)nor-anyi~ 

pr n palfro ade AI~
subl" rom
finaecing the expansion of an existing agribusiness; 

b) Ueilitzte AIDo funds to financencai 

any sub-project or to make any sub-loan in excess 
of two hundred thousand United States dollars
($200,000), or the local currency equivalent there
of, or the combined United States dollar and local 
currency equivalent thereof. 

In addition, as mentioned in Section I,.1.,
after the comitment of two and one half million 
United States dollars ($2500#000) of loan funds, andthereafter when successive comitments totalling two
and one half million United States dollars ($2,500,000)have, occurred, AID and the Borrower shall hold a joint
review of the progress of the Program. ROCAP will
review and approve all projects submitted for financing
until $2,500,000 of AID loan funds have been comitted.
 

Repayments of principal from AID funded subloans mAy be used only for those purposes for which
the AID lan funds were originally made available. 

The loan shall be subject to such other
 
terms and conditions as AID may dem advisable. 

p4 
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minisered-- -- mllion- $82. in- prviou AIDloan 

Its loan portfolio has grown at an average annualrate of about 27% during the last oight years. With
the exception of one sub-project wnder Loan 001,
authorized in 1961, the Bank's prior experience in 
dealing with ICI' as wall as financing agribusiness
projects began with AID Joan 596-L-004, for $10 
million in 1964. This loan financed a total of 28

projects, 5 of which were agibusiness. it was
under this loan that CABS! initiated its relation
ship with several ICI* in the reLon. Under AID 
Loan 596-L-010, ties to thoso and other IC1s were
strengthened. This $30 million loan was signed in
September 1970 and provided financing for a private
sector effort to develop and expand non-traditional
 
export industries in the C KN. With funds providedunder Loan-010 and CABRI's counterpamr, agribusiness

projects aggrognting approximately $38 million have
 
been f inanced. 

CAB!' s recent re-organization divided the 
Bank into four functional Jopatmuents. Overall
 
monagamont of this project will bo the responsibility

of the Director o the Department of Analysis and
 
Supervision. This department consists of five 
divisLones, ono of which is Agriculture and Industry.
The division is *ade up of 19 professionals in the 
fields of onginooring, economics, business adminis
tration and agronomy. There are plans to expand it 
by the addition of two agronomistol this will 
strengthen project management capabilitles. In 
managing the project, the Director will call on
 
these technicians as nodod.
 

In addition, the Bank's ro-organisation
into functional units permits flexibility in drawing
upon needed expertise from other departments-.g. 
tgo Financial Department--in project dosi n nd . 
plamentation. In this respect, the oraization 

+i++++++++
+ + ! +! ++++++++++ + .. .
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parallels AID' s project committee system. One in
divtiou lincoprincipal responhibility for projecth 

implementation. Further, the system allows for the
timely partcpation of different disciplines (eg.
 
financial analysis support will be prayided by the
 

Thi's section analyze.thee capabilitiLes and
readiness of Ctent American Cs to prtcipte in
 
the program, and describes the criteria used todelect the. This lost i subji tgio modification 
and expansion over the project life, this section 
also explore the relationship of the proposed ac 
tivitieB toeche aD programs n ouch Scintry, to 

~ensure compleentarity therewith.
 
Tointly with CADlZ, ROCAP has identified 

13 C.ra. iCs whichappear capable of participating 
in th it Thisproject. aThssment considered c)
the degree of interest expressed b() 

experience in agribusiness financing, (a) t current capoty to provide tehioal assistant
 
(d) itscpentl ality to auheewt ts tchnia
 
assitstance capabilities, and Ce) whether any special
circumstances (e.g., chartr, laprecludes its 
e3fCtivepaicapation. The 3 stitutionsawho 
satisfied teoe criteriaare identi ied below. 

that appear1. reintrfla usve The three ICls in lHondutrasforward with the finanitng
of agribusinnss projects are: 

rn- canco inrnoiere I 8.A.
sondureta, 
asssta- ne La Captalzador hendureta" 

H.onduras ThVCAIhe nHnua 
s.^. (DNCeiISA) 

- efdeciv6n de Asoieaiones oopethtapa .t oefradwt h iacn
rastas de y 6diteo dethorro 


ofarbsns rjcs&o
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Ssectors increasedi considerably; (36 a 2% e 

spectLvely) over the one year period. 

To date, the rinanciera has hadvye inited experience in the financing of agriansd hons actLvities--e.g, small pro rm in tobacco
and corn. However, they have roc y bcom Moreinterested in this area and, with raADs participa
tion, are financing a rice project in the Colutocaregion that will hsve considerable impat on malfarmers. The financiera Is planning projects
related to the financing of poultrye vegetableprocessing, storage warehouses, and agricultural
equipment and production inputs. 

Because of its mall staff, thefinanciera aodits the need to oontgact (and vill do so, with the 5% spread) technical assistance. This
assistance will be needed not only for the agribusinesses in production technoloy, Managmnt and
marketing, but also for the finanlera. Because
this io a relatively now activity in which they view
the risks as being quite high, the contract technicians will closely supervise and monitor the subproj acts. Th0y will assist in prolect implmen'tat on MW help to identify possible problei areas. 

b, paceT Cagilgilth a Unmduana 

out . ras, s a loan otfolio of $25 million.
Of the total portfolio, 3 i in the agriculturalsetor, hLe 40% is thein induetrial sector. 

To date most of BAWA 0
financing in the agricultural sector has bow fortraditoni products, the mt iortant of those
being coffe. Tey have also hod considerablo 

I IC1*1< *- 1 I 
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businesses, encouraging cooperatives into this area,and feel* it will be able to handle some of the verysmall projects that might not be attractive to otherbanking institutitons. (They iare ompociallj# interested inl the financing of storage facilities.) 

While PACAM doem have a staff of___ 
production probilems# additional personnel will beneeded to do project design and undertake feasibility
studies. Also$ one of the most frequent shortcomings?ACAQI has encountered relates to lack of knowledgeabout marketing. They feel that considerable assistance wilbe neddin asurn an adqut
market for cooperatives' products. Beyond this,FACACH will need assistance to improve its campa
bilities inproject management., This assistancewill have to be contracted and can be covered bythe interest rate spread. 

UWL&1 
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Iiit iral~r mswfor agrtbusinoss financing, theIMISAD will have a project which will provide fundsfor production credit, farm technology and technicalassistance ia"for the 001 extension services.
WSAIDs "Agro-Industrial Export Development" 
The 

oae tech
f.8 ng/aal
nical ass istance program (a PV 76 grant) an ais designedtot a):provide assistance to the small farmer in
production and marketing, ,b)increase small farmer
production for export Industries and c) rationalixeexisting systems impacting on the Honduran exportprocess. This project will comploment,the USAI/Honduras project by financing the agro-industries
which purchase small farmer products for processing

and export.
 

ear2to g The
Bgj9MPA Me~inNicaragua that 
;4niar u eadyt move forward with agribusiness
 

Banco hfacionol 4o Nicaragua 


- nstituto do ?ooento Nacional 
(ZWPOMC)
 
Fundaci~n do F=-oarll 
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agricultural thremaaidond Thisbank i one of 1 inetivea0lpst nankNicaragua and provides banking services in 69. offices throughout the country, The bank gagea inshort and medium tqsrm commercial, industrial and
agricultural lending with ephasis in the field ofagriculture. n the past the bank hot received 

_ funds frmXDI DCABEI-. -BUiKJ--in thamo.un-ts,of $20.6 million in 1973 and $20.0 million
in 1974. 

Of the bank's total portfolios
54.7% is in the financing of agriculture and cattle.The bank has experience In dealing .4th the small
farmer through its Rural Credit Program, wnidi
comprises 11.1% of its total portfolio. Thin
program not only includes financial assistance but
also technical assistance to 
mall faernes for
production, industrialization and/or marketing ofagricultural products. 
While earphasi has beenplaced on the financing ot traditional products suchas cotton, coffee, basic grains, and sugar, somefinancing has been provided for the production and
industrialization of non-traditional crops such as
frozen vegetables, and citrus fruits.
 

The bank plans to continue its
work in the agriculture sector and has shown interost in the financing of several agro-industrian

projects, includings a) dairy products, b)
pineapple production and processing, c) yucca

production, and d) tomato proceasing.
 

In the past, the bank has provided toechnical assistance In the fialds of seedselection, soil conservation, fortiliatfon, plague
control, etc. for agricultural production. 
Tn addition, under the Rural credit Progrwuo, it providesfinancial and adminLstrative assistance to agri.
cultural cooperatives. It is a good source of
technical assistdnce.
 

b. agencl S gn. Uselnal 
autnmu agency of the 00K. it is respcnsibla 
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for the development of new and im roved industry
and agriculture particularly in Nose areas wich 
can better exploit the country' s material resouces,
Isignificantly itacrease employment, save or generate
foreign exchange, and otherwis serve the priority
economic development goals of the notion. NW~'s
portfolio exceeded $73.0 million in 1974. Of ZN7O's

portfolio, 20% is in agricultur, and 50% is in 

Among its activities IWO=C
 
carries out feasibility btudies, provides equity
and loan financing, and offe-s technical assistance.
its primary sources of financing have been direct
capitliation from the 0011 and certain revenues 
earmarked for MW~ by the 0011, AID, IDI, and 
ZBRD. Increasingly, it inutilixing local private
capital generated through savings deposits. 

INWORAC' a leading program for
1976/78 isdirected at three major categories,
a) agricultural developmnt--e.g tobaccos forestry,
beef and dairy cattle, diversified crops such as 
fruits and vegetables, and other special, projects,
b) agricultural loans, that provide social benefits 

wX*.ui.i designed to create sources of income for 
small and medium farmers (cashew production castor 
oil4 tomoto, yuccaetc.), and a) industrial loans

for mining,,small industry, industrial parks, and 
other special projects.
 

and2ou f~nn~ngofer t~P~hiomL amssfa
an 

spLaysuc8o ~aon uobo ~A private institut oan tha Spcait naW

with groups of all farmers AMd coortives,,
FUWD provides financial and toehtial assistance
for the production And marketinq of #P411 farmer
products. it has specialized in the field of
promotion and organization of cooperatives with the 
main objective of increasing the income of the
small roducer, encouraging savings, and creating 
new lobs by financing activities which were 
previously marginal or subsirtenap in nature. 

, andN source of finaing is 
mainly the private banking system, which provides 
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loans at vero low interest rates reuirinaino col 
latr Ts permits UNDE toalens monies'from.
 
the private banking system to cooperatives and
 
groups Which were not ipreviously eligible for this
 
type of financing. Thissupport from te private

sector has helped FUNDE'to obtain grants from___
 
ceri-foundations -and--foreign -- nsstitution heg -

Inter- American Poundation (IAP).
 

Primuarily due to lack of adequate 
resources, FUNDE has provided financing only at
 
the production level. However, with additional
 

.-. to of
 
Lndustrilization in the form of snli processing

plants for products such as tomatoes, onions,
 
citrus fruits and coconuts.
 

funds, FUND plans move into the financing 

in addition to providine training,
 
supervision, and aduinistrative assistance to their
 
sub-borrowers, FUNDE provides technical assistance
 
in all fields of agricultural production.
 

d.fo2 iar Cunderotiursi Economic con
ditions in which Nicaragu a redsief have created certain 
problems for the banking industry. Because of the untavoroble
balance of payments position being experienced by

Nicaragua, no public institution (guaranteed by the
QON), is allowed to accept a loan (e.g. from CABI)

for loss thahna 12 year term. However, CASRI will
 
be able to lend for 12 years under our proposed
 
loan, it project conditions require such a term.
 

a. ComnlSMentarit wtbi aa
 
NSIcrar ams There are two bilateral programs

in icaagu
whchcan be supported by this project.

First, the Mission has a $14.0 million Rural Do'
 
volopment Sector Program fothe purpose of develop
ing new agicuitural sector planning capabilities,
coordinet on and training mechanims in a re

•structured 1inistry of Agriculture and to assist 
the 0ON to develop and operate its now Institute
 
for Campesino Development (INVIEtZO). INVIRNO
 
will concentrate on filling thu gaps between the
 
traditional sector institutions and the rurat) oor
 
and thus provide the Nicaraguan campesino withe 
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living. In addition, USAID/Micaragua'is crw
 
ren-y seekng nppovlor a $45 millio
to'rh th aoca ll L 38lt, . .. ..production credit guaanty to provide risk insurance 
to those heborrowersndsaaaotowhoiroehos shoandd o •are not eligibl, for
f iflfcifg-bcauc -O-he-iack-- -'_-rat -ufo-
A... 1'J a Uot . . - .collateral. Both of those programs are directed
 
toward the small farrl one by providing credit
and teahnical assistance and ne other by making
lines of credit available to those who had no 
acceus to them in the past. 

3. ouagalt inancial Institutions
 
most likelyta aret
 

o Financiera industrial v Agropacu
niag S.A. (PIAh) 

- Corporac16n Financiera Macional 
)h(CORfnI&h) 

$A,g~ggri. OPT I PASAwas incorporated 
as a privat deve opment bank with aaid-in
capital of $2.5 million. it has receved two 
AD loans. Besides its sub-loan activities toIndustrial nnd agricultural enterprises, the bankis authori'zed to make equity invostsants end itoffers financial and management services to its
sentnd ma ~fiacgga Indutia X)
th
clientele, its current portfolio of $11.9 million
 
includes 16% In agriculture and 39% In induatey.
 

VfhAr has had limited exiperienceinagribusiness financing (e.g. food processing,
livestock and fishing) through loans from AID and
CURIT, However, should funds become available theywould be interested in, a) the financing of equip-.
ment and machinery foL agribusiness, b) thecultivatioA And processing of highland frufts, anda) the financing of improved technology--e~g,
irrigation projects. 

technical asobtance to its clients but it does have
available three technical advisors -who are not 
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members of the ro ular staff. The assistance they
provide is chaxges to the clients. Projects-lare
closely supervised to identify and avoid possible

probemsandto elppreenthigh delinquency rates,,it inworth noting that YZASA works very closely withits small projects (under $50,000) in design and 

b. Cornraci nF$.nanciera MacionalIc100"I s.. a semi-au onomous governmentgge ich began operations in 1974 for the

promotion and development of industrial, mining,
tourism and agro-n4ustrial projects. Its clientele

Lsmade up of smali, medium and large businesses
 
and cooperatives.
 

in spite of the fact that CORPtIN

in only two yoars old# its level of activity in
agribusiness has rapidly increased. The Corporac16n
currently han nine completed studies for projeats
which are being promoted for financing. These 
includes a) cultivation and processing of castor
oil, b) canning tropical fruits, c) cultivation and
processing of alfalfa, d) processing of apples for
Juice, noctar and vinegar, and a) procenstg of
edible mushrooms. In addition, sixty-eight other
projects have been identifiodl seven havo completed
feasibility studies, seven have pr-foasibility
studies, and the rout are In earlier stages of
 
development. 

CORfMA provides technical assistance to its clients at all stages. its toh
ncal assistance unit is omprisod of engineers
(chemicalo industrial# civil) and ocaiomi ist. Ad
ditional assistance required in contracted on an as noodod basis. ThoCorporaoifn in also In the 
process of developing a registry of consulting
firms in the aroa to have available when services 
are needed, 

UM1II 
 gggaa i~ s-pr 'V ill"
Oct w ,lap, oni-U....
Ouatemas as small farmer development loan which is.designed to increase agricultural productivity andcreate alternative eloyment opportunities in the 
rural areas. 

,....... 
 .. ..........
- ......
---. .j +. 
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anilutonoroiitut4inPeaus n loea n~Aapas tobethdolposoti re-,
doed to
ICIlin ElSavarthat i position tos
ina
solve-the problems that the-maU-pnvestor- has--in--'

obtain~ing loans from the national financial system.
Itmakes loans to small investors and acts anoAt 

anutoomos nsttutcr
hashods/ed perienceo
guarantor on 1oan made to small investors by in
public and private institution . IGAPs $18.6
 
million portfolio (1974) in devoted primarily to
 
inedustry,
 

FIGAPE has had limited experience in 
the agricultural sector, and no experience in agri
business. Requests to finance agribusiness projects
have been receivedi however, because of lack of funds,

they have not expanded their activities into this
 
sector, The projects for which applications have
 
been received include honey processing, dairy

products., and fruit processing Lito juices. Should
 
fund. become available, they would move forward 
into these areas. 

FPIAPH dres provide technical as
sistance to its clients. Its staff for thin
 
purpose in composed of economists, business adminis
trators, accountants and an industrial engineer.

Additional assistance wJil be needed in agriculture

should FIoAPs participate in the program. The cost 
of technical assistance wiLL be included in overall 
project cost and be paid y the ultimate borrower. 

a. S Q • - Funds 
from this program wil--e capei-ngw1t. funds from 
the Central Bank' s Ecnomic Development Fund, which 
makes financing available to the end user at rates
of 4h% to 10%. These funds are not easily available,
however, and we have been assured by FIQAPI that
the proposed interest rate structure of this loan is 
attractive to it. (so also, Financial Analysis, 
pages 52-53.)
 

if,
 

4 
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a-e -~ i ,b. Compilementarit bilateal
ewith 

TSAfprogramst USAID/El Salvador ispreparing a

FY7 maFrmer Development-Loan which, among

other objectives, seeks to increase-s m farm er 
productivity. This proposed agribusiness project
could provide a market for increased production. 

inCosta Rica ic are most likely to participate
aret 

- Corporac16n Costarricenue de Finan1 I oallon o= olo I o-The financl-ing ofutciamiento industrial (COFISA) 

-Banco 
 Nacional de Costa Rica
 

This is a state-owne banklocate in Cartago with 
branches in Bar Jose, Trea Rion and Turialba. The

bank engages in coaercial, mortgage and agricul
tural lending. Approximately 30% 7$9.0 million) of
 
its total loan portfolio is for the financing ofagriculture and cattle activities. During 1974 
alone the bank made 1075 loans in the agricultural
sector, Those included financing in basic grains,
fruits and vegetables9, fibers and the purchase of 
agricultural equipment.
 

The Blank plans to continue
financing activities in the agricultural sector 
ind has indicated that should funds become available 
for agribusinesse, they will finance the many sma11 
and medium sized projects which are eligible by the
bank's criteria. Same of these projects havealready been identified and includet a) flower 
growing for export, b) citrus fruits, c) dairy
products, and d) potato growing and processing. 

LA is about to make a loan tothe fank for vegetable production. 
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.€oi''' or.The bank provides limit44 techhnical assistance to its clients. Its tecliical . .............4.4" . +i~ 
assistance staff isat present cov adpogeduof12
agronomists. The bank plans to strengthen its ari
cultural department and to contract services, an
 
needed, passing the cost on to the ultimate bor
rowers. in addition, the bank has had good ex-

ciperiene-collabor atin -with tsingtormoano

culture in the provison of technical assistance,

especially for production problems. 

n tebanco tad This
stad icnse 
too is a state ted ban ta ovides service
countrywide with its twenty agencies. Its main
activitias are commercial, indstia, and agricul
tural lending. As of December 31, 1974, 50%
(034.8 M4.) of its.total loan portfolio was for the
 
financing of agriculture and cattle (including

credits forhunting and fishing activities), of

this, $14 million,, made up of 11,600 loans, were 
small farmer credits. its financing includes some
production processing, non-traditional agribusiness

activities such as: a) processing of meat'and other 
food products, b) vegetable growing and process ng,
c) poultry farming, and d) fruit production and 
marketing. The bank stated that demand in this 
sector is far greater than the availability of
funds, andnthe bank has received many inquiriesand requests for financing in this area, including

a) production and marketing of flowers, b) citrusfruit processing, c) canning projects and d) rice
product ion.
 

With the availability of funds,

the bank plans to take an increased role in agribusiness financing, beginning with those projects

mentioned above for which Ithas received requests.
 

sisanc atall The bank provides technical as
sistane at le~vels its clients in theto fielsof Agriculture and cattle. It. staff iscomprisedof agronmists and agricultural engineers locatedat a 1 twenty agencies throughout the country, 

..~~~....... .......................................... 
 ...............
 4 
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fl--ndustr
63# COrxSA signe .... I na $ i lon oan with AID for
1) the expansion of industrial (nterp sesno Costa
Rica, and 2) the improvement of itssown operations
This and a follow-on AID loan helped COSA become 
one of the largest private financial institutions_RQSica.___ ts-man.atvtis -rmnfactu in

industries and commercial and agricultural lending.

As of Septmber 30, 1975, 28% ($20 million) of itstotal loan portfolio was for the financingof agri
cutre and cattle, food products processlOg, andthe wood industry (excluding furniture manufacturing).COFZ8A has also financed non-traditional agribusinesses.Some of these projects, which have been quite successful " include meat processing and packing forexport, rice processing and animal feed processing.However, due to lack of funds and the risk involved
 
in these types of activities, COfJ8A has not
 
financed a wider range of projects.
 

Nevertheloss, COFMSA indicatedthat there is great potantial,demand in.the nontraditLonal agribusiness sector and they are eager
to participate in the proposed program should the
funds become available. Activities which they ure
considering for financing includes the production

of ornamental plants of tropical foliage for export,
industrialization of wood, and vogetable growing
and processing. 

Tho Corporaci6n has limited

personnel for providing technical assistance.
 
They indicated that the bank's agricultural depart
mont would have to be expanded in order to provideneeded technical assistance. This cost would have 
to be passed on to sub-borrowoers. 

This is one of the largest ban61 CentrAerica.
 
its main objective is the deveopoOent of the most
productiva sectors of the econom. 
 Thus its mainareas of financing include industry, agriculture
and cattle. As of December 31, 1973, 26.2% 

3 



'p++,On++.039.0 million) 36.5% ($54.4icnamillion) of its,iU~and f 

Conside aerice aoi 
tee bianhasro

duction/processing of non-traditional products.
Sproject 
 Which the Bank has financed 
4include a) veetable oil and lard procesing,b)tanery, c) dairy products, ancd dl ice pouction.However,,

"-fin-ning in 
- ........ led -a tional--- -.
this sector. . 

Since agriculture is one of thebank's priorities, itplans to continue expandingits operations throughou the country to favor therural areas. The bank has a considerable backlogof small and medium size projects Which could befinanced under the proposed program such as a fishmeal plant, refrigerated warehouse, Spanish broomfactory, and meat processing for export. 

To administer its portfolio,bank has a large rural credit department. 
the 

Its technical assistance staff is comprised of one chemical
engineer, 120 agronomists and agricultural engineers,2 technicians to promote small industry and artesanry,and veterinarians and zootechnicians. 
It has over
103 offices throughout the country. 

e, Special Consi osat:n s Thefinancial institutions in Costa Rica are concernedabout exchange rate stability. The ultimate
borrower will have to assume this risk, except Ponably forthe public institutions, which may have
Central Bank help. * There is one factor-making

the program particularly attractive., Private
financial institutions are required by law tomaintain 9% of their loan portfolio in the agiculture sector. The maxim interest rate thatcan be charged by izs in this sector i 12%o 
while the cost of resources to the ICI is oftenover this level. F
 
r5IS'sdsadvantage may be overcome through its access to CA?'rs #7.5 million counterpart, portionsof which may be made available as loal currency. 

44 + ++ +/ + + + + +++ : +24... .... ....!++ 
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n stwo previous loans madebyinIsloa
 

Ricat a) $20.0 million Coordinated Agricultural
Development Program (515-L-022) designd t iprove
 

the small farmer s income and the quality o rual
 
life and to facilitate asmore significant cotri
bution of the small farmer sub-sector to nationalgr~Wb~iid b Rurl Dilpent Program -- 25 .1 

which was an add-on to a). These two loans reprenent.
the first stage of a comprehensive program to i;ove 
thu quality of life of the small farmer by providing
better facilities, enabling access to appropriate
agricultural extension services and markets for 
products. 

The institutions identified 
above are ready to move forward with this project,
and are expected to generate a sufficient volume 
of sati factory sub-projects and loan applications.
However, +it is hoped that during the disbursement 
period, other ICIs will be able to demonstrate 
to CAB's satisfaction a readiness to participate. 

C. Technical Analysis - Project Risk 

Profitable agribusiness activities in 
Central America which involve the production and 
marketing of non-traditional fruit and vegetable
products are not easy to mount. While potential 
long run rewards to the processor-entreproneu are 
substantial, so too are the risks. This question
of risk impacts significantly on loan design,
interest rates, institutional capability, technical
 
assistance needs and the need for eoncessionul
 
financing from AID. 

The element of risk to the prooessor

(and therefore to some extent to his lender)
requires that the terms to the borrower be at
tractive and that Ide receive a sufficient 
spread between what they borrow money from CASR 
and what they lend it to the borrower at. it re
quires that the participating ICa be carefully 
screened so as to have reasonable assurance that 

p + . + + . .
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will evauate
they oa applicationsintlifty 
tprojecos carefully# ad evauate results
reliably. Itrequires that a careful assessment 


- - + of a pt~c nry+on2 
«<project'sa technical ' assistance+ needs U~~nbe made~ v i 'flo


at the outset, and during the 
-on 

entire projectimplementation period. itrequires,i order that

the cost of money to the ultimate borrower and
intermediary not be excessive that AID provide its 

nhe
special evaluation conducted i lir1976I is particularly enlighteningon the question ofthe risk element in the types of projects to befinanced hereunder. 
-

Pertinent excerpts from that evaluation
follow, 

Teexperience of the firms contactedduring the course of the study roaf
firmdOthe generally-old rlessLionthat the establishment of profitable
agro-business activities in the,region, for non-traditional vegetableand fruit poducts, is immesely dif
ficult, Wile potential long-runrewards to the processor-entrepreneur
araisubstantial, so too are the risks.
Indeed, virtually all of the
processing sites visited (or which
 
were discussed, but not visited)
have encountered, or ware oncountering,
formidable start-up difficulties. All
have requirod, or will require, several 
yoars or costly operations before 

coming profitable. 

hose technological and operating
difficulties are important to 
underscore and cihaso at the outset 
of this report. While they can bereduced, or mintiizd In decree or
duration, through "odunogmet
they a to be inescapabl

tcnts of investmeto inagro
industrial processing activities, 
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Apart from exigen problema
norallyano thye 

eitajOshnmeUt of an industrial 

operation Ce ,wontralAmua$ the 
" gdifficulties maim noto 

inherent to the procassing busness 
appear profoundlyt shap thelife oudrse, feOsbi ty, 

an Oftheje6 entre

(1) Protracted difficulties andfolindelays In developingAmerica,plantponlyblmaterials (e.9.1 cauliflower, 
Asparagus* broccoli,ate.)
suitab export and for 
volume production under Central
American agricultural conditions#andolrn a veonthurdes,!vn h 

(2)Extended diefiCUltie.l and delay*
in securing a reliable, hi hVolume supply of processab.e
materials adequate to meetdemand or ,to maintain factoryactivities At A profitablelevel of operating capacity, 

*1t would seom that special consideration should be given in thedesign of the loan to specialinducmnts to processoris for therecruitment of small farmers in thefrm off 
(1) Long grace period loans for thecosts of developing plant materials, 

2 -] nterestrates are also fe"sib too but more 
dfflicuit to adminlater. Vespite this dra~ahi

the posmhsibility of using specially soft rates#Particulaly to finance technical Assistance tosmmall farmers, shwould be investigated, 

.....
.o..
. 



(2 Long grace::-! to defrayiparioe loansi. 


the 	costsoo'utahil assistanca, 
hevision or extenson to small 
farmear . 

(3) Long grace period loans to defraybangurante. charges for crop

loans to small farmarsl and _ o_
 

(4) 	 long grace period loan. to defray

the costs of fertilizers, coed,

herbicides, or other supplies to
small farmers. 

"it 	 in important, as well, to shape
loan design to the special exigencies,
difficult ies and problems Of dub-	 ....
borrowers. Hence, provisions which 
disfavor premature investment in 
plant and equipment, while 
furnishing special deferred re
payment treatment for genetic and 
plant materlals experimentation and
development,, and for crop demon
stration,#technical assistance, and
 
related inputs, are warranted an 
basic elements of the loan structure,
quite apart from any special 
inducaments which may be included in
order to skew supplier recruitment 
towards the small farmer. 

"There are many poierful reasons for
holding down the cost of available 
funds to sub-Lender national banks, 
as well as to ultimate borrower
processors, 

*As 	to the national banks. The sub
borrower portfolio to be devolop d
under n itheis a dLfficuT,
speciali od, and risky one. ideally,
given the nature of the sub-borrowers 
and 	AID's purposes in making this loan, 

%. 
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sub-lender banks should devote
considerable manae.ment time andenergy 'to building UP expertise
in~ tis highly technical lending

++? ~area;++~and to~ assisting, guiding,~ In the-cii .............
and monitoring their processor 

.anL 


borrowers. 
it inalso desirablethat, where feasible, these somebanWbecmeinvolveid 
 hcrop

credit operations for supplier
farmers 

Hence* the potential return to theparticipating national banks 
should be substantial erough to
justify a significant degree of
inVOlvQuent !ne and oiitment to,
the program. 
 i there either aretoo many banks partiScipating in
this program inany given country

(so hat the stake of any given
bank int~program is sml). or
if the cost of the money passed on tothem by CAI ishigh, it is

unlikely that the desired degree of
bank oc mitment and involvment will 

or iopa. 
 r goa +, 
bno
 

p 
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D. rinanotal Aalysis and PlAn 

Thsscion anlye th temsofth
 

AIDoanto CAB31, CASh's counterpart contribution$ 
the toers of the loans to the Moe by CARh, theK 
projected funds (and in this regard the appropriate 
amount of the AID loan)* and CA5IUa ability toro-
pay the AIDl~n 

1. Ua289io ie# The total project will 
be $25.0 million, omposed $15.0 million from"Jl 
$5.0 million in CABI funds and $5.0 million from the 
partiOlpating ICis. Of the CAI: $5.0 Million it I$ 
estiemstd that $2.5 million will m rm reflows on 
other loans or now palid-Ln opital and $25 million 
will be borrowed from external sources.* Te table 
below refler s all funding sources and appropriate 
percentages. 

RO AP 15.0 million 60 
CA, 5.0 million 20 
ICTS .A million A 

million In 

In fact, the total projeot six@ will be significantly 
larger. ICts tend to require borrowers to coew up 
with counterpart themslvee, in many caes up to 40% 
of the arojeat cost. Adding 409 to the $25 millLon 
to be lent to agribusiness, the total project can be , 
estloted at $41.7 million. 

Pro ROCAP's point of view. the sourc of CAM10s 
counterpart is unimportants the W limit on vebtK 

CRI? oharges the national Institutions i %Mt 
really counts. 



-----------

- -

The loan envisions a 3s-year term, 

thereafter.
 

- -- Wit sheutrmst we estimate a net 
profit to CABEI of approximately 2 % per annum over the 
3O-year life of the loan. This estimate isbased on 
certain assumptions: that CABE will immediately in
vest the full $20 million, that no bad debts will be
 
experiencedl that 1% of annual portfolio balances
 
will cover CABEI's administrative costsiand that an
nual rollovers of principal and interest will be im-


Kmediately reinvested. The table below reflects our 
estimate 

Effective 
Cost
 

AID Loan ($15.0 million) 1.261
 
CABZ - Internal Funds ($2.5 million) 

CABEI - External Borrowing ($2.5 million) 1.25%
 

Financing Costs
 
ADDt Administrative Costs 1.001
 

Program Costs 3.51%
 
Interest Charged to ICIs 
 6.00%
 

Profit to CABE
 

If CABEI's sub-loans contain a grace
 
period, then cost to ultimate borrowers will increase.
 
Of course, assumptions may vary and are reasonable
 
subjocts of debate. The above analysis, indicating
 
a CABZ! profit of about ios, cons~aereo in the 
light of ,CABI'sintention to maint,*in this fund in
definitely, and its need to borrow approximately $2.5 
.illion at an interest cost of about 10 in order 
to provido a counterpart contribution of $5.0 mil
lion, supports the argum-it for a loan at the most 
ooncassionary rates.
 

1 ~TCAD as contended, however# that a It bad debt 
reserv s called for maintaining a reserve would 
reduce the annual profit by the amount of annualinareas,. to the reserve. 
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A2.* 
 CA88! Countorggrt: The otrbtin
 
scheduled at a 3tI ratio of AZD tQo.CABNIare 
 fu'ds 

over the life of the loan. This ratio is justified
---------- -- b-the 'folloing-cehideratisng$
 

a. CABKI's new capital call of: $85.022 
million~ has not yet been approved by its Board of
 
Directors. inany event ithas already been largely

committed for other uses. This accounts for the con
servative estimate of now paid-in capital counterpart that may be available for this project. 

b. Unlike l,)ans 001, 004, sond 010,
 
where the ratio was lil, CABSI will not be doing any
direct lending. Under the previous loans, this al
lowed the Dank a wide spread (usually 7-8%) to cover 
the cost of that element of its counterpart which 
was borrowed from external, higher cost sources. 
CASEI is committed to the continuation and expansion
of those of its current activities which were stim
ulated by earlier concessional loans. They rightly . 
resist robbing Peter to pay Paul, i.e., diverting

substantial amounts of rollover to this newest prior
ity. 

c. Those factors, added to those
mentioned above (minimum profit to CASKI, cost of 
money, and comitmont to mintain the fund indefi
nitoly), suggest that th@ $5.0 million counterpart
contribution is appropriate. 

2 

3. Toms So lijje CAiRli will rolond to 4
ICts at 6XI they in turn will rolond at a maximm 
interest rate of 11% to the agribusiness borrwers.
Subloan torms (with a 12 -yoar maximum) and grace
periods will be determined through negotiations on 
a projoct-by-projeot basis.
 

.. . .. .. 2' 9 22.2<.. 4222 

,2 ++ -. 
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toM enrered or senvnero n poi o..
 

is a. The Me will be assuming the
 
rin£omnyIC:in program.:edThe spread:f upl t5pnte::s %n~CABEIs loans are backed bh
 
the full faith and credit of the borrowing public

and private institutions.
 

b. This is a relatively new activity

for many ICd: and the spread will be needed as an in
centive to enter a new lending area and provide for
 
increased staff. 

p i oe will be required to assist 
in iin or locating technical assistance for the bor
rowers. There will be additional costs to thes iv
involved in complying with covenants concernin the 
PAi and the periodic updating thereof.
 

d. Private Cas will be assuming
 
tny exchange rate fluctuation risks.
 

The 5% interest spread permitted
the ICle isnevertheless quite attractive. Many
 
c nsexpressed a willingness to relend at rates giv
Ing thou only a 2-3% spread. This would imply re
lending by the Ms at approximate rates of 8-11%, 
wbich would be competitive %4th other resources 
available for similar purposes Inall five C.A. 
countries. inaddition, the 11% rate isconsistent 
with maximum rates imposed by law in Guatemalaf Hon
duras, and 81 Salvador for financing these k~inds of
activities. (Rates in Costa Rica and Nicaragua are 
above 11%.) 

4. Disbursoment Schedule, ROCAP/CADE?
funds are expected to be disbursed over a four-year
period in accordance with the following timetable 

*This applies only to public institutions In 

QuatW _60 
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project is implemented, to have disbursed at least
 
the cumulative total amounts indicated on the di-'
 
buhsemn dinshschedule by the close of any di.-nto 
bursement period (assuming adequate demand) . 

. e This system ensures that CAEs coun
terpart will be forthcoming in a timely manner* Fur
ther, itaccommodates the possibility that there will
 
be delays inobtaining the anticipated paid-in capital,
 
which should make up a part of the Bank's counterpart 
contribution. it permits CArE! to defer until later 
in the project implementation period Csee to ob
tain higher cost funds to devote to loans to ICIs at 
6%. in effect this "outs CA orE'slosses." siven 
the slight margin at which CAE! can implement this 
program profitably, this is fully justified. 

5. Demand for Proiet ons:There were
 
two techniques used to verify the existence of demand 
for project fundat a survey of Central American 1C, 
aied the preparation by CAE of a list of possible sub
project c in either the promotion or feasibility stages. 

A total of 48 Iave throughout the CA 
region were visited to gather data relating to, among 
other things, levels of interest in participating in 
the program. prior experionces In agribusiness activ
ities, and curront financial information on each ICI. 
While many of the 4 Ima visited shoved interest in 
the project. 13 were designated as being the most 
likely to participate (Annex IV.R). As stated In 
Part 1U.8.(Technical Analysis - country Specific) at 
this paper, many in~ have prior experience inthe 
financing of aqribusinoss Activities and are Interested 
inparticipating inthe program. 

*We have been able to obtain financial information
 
on all but one of these.
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While many XC~s identified areas for 
agribusiness financing, Mostrwere unable to furnish 
precise demand data. The XCI representatiVes repeat

edly stated that they did notdevelop sUuc onfl +
 
....i--ufti--theyA-ad-a -fund in;- surce-for- a-proi Oct,.. 

Nevertheless, they are confident that they can develop 
many projects which will most all applicable criteria. 
While their nonfidence, based on experience and,know
ledge, does not in itself define the dimension of the
 
demand given the rigorous criteria we will be using,
 
it goes a long way to support CAovs estimates.
 

CAEI has prepared a list of 31 agri
business projects totaling $30.0 million, (Annex IV.
 
C.). This list is tentative and does not represent
 
firm loan applications. It does, however, represent
 
CABRE's curcent best estimate of demand based on in
formation available to the Bank. The list is a pro
duct of a review of projects in the promotion or foas
ibility stage in CADEI's project development system.
 
That system includes five stages# conceptualization,
 
prefoosibility, promotion. feasibility, and financing.
 
The projects contained in the CADZI list were consis
tent withrthe areas identified by the ICTs as being
 
potentially financeable under this loan. The distri
bution by country of the 31 CAMh-identified sub
projects follows
 

?otal Loan
 
Requiremnts (In
 

Mnty go,. of Proicts Millions of UfSl
 

Guatemala 8 6.0 
8l1 Salvador S 5.1 
tlonduras 4 7.0 
Nicaragua 7 6.9 
costa Rica -! j 

44i 

Total ,00
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Because th loan break* now ground,

it*isipossble to predict demand accurately.

Because we will be using rigorous lending criteria, 
we have concluded that a smaller total program is 
moreo-prudent With- as a t al-demnd-and-demon~-z~. 
strated target group impact, we plan to seek a 
second loan. 

6. CABRI's Ability to Remavi The pro
posed loan will be administered through th* Ord
inary Fund, on. of four operating funds of CABhZ. 
The current Bad Debt Reserve at CABE! totals
 
$800,000, and isapplicable inits entirety to 
Ordinary Fund sub-loans, since sub-loans inother
 
funds are guaranteed either directly or indirectly

by the C.A. governments. The $800,000 Bad Debt
 
Reserve is less than 1% of the Ordinary Fund port
folio of $94.6 million. This portfolio included
 
delinquent installments of $4.6 million relating

to principal balances of $22.1 million at 6/30/75.
 

The factor which tends to mitiga.e
this apparent inadequate reserve is that the bank 
maintains a general reserve account composed of 
transfer of prior year net incomes which totaled 
$21.1 million at 6/30/75. The Board of Governors
 
specifically stipulated hat one of the account's
 
purposes was to protect the Bank against possible
 
future losses resulting from the Bank 's operations, 
and that annual transfers of incme adequate to 
cover such potential lesses should be made to this 
account. Thus the problem does not appear to be an 
inadequate bad debt reserve, but rather an apparent 
overstatement of net loan portfolio combined with a 
possible overstatement of retained earnings (general
reserve), We have contacted CADEX regarding the bad 
debt- reserve issue and have received a response point-
Ing out the availability of the general reserve as 
a further guarantee for the loan portfolio. 
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CABEoI s financial stateiments fr 
the past five yearsalong with.certain selected 
indicators are attazhe an Annexes WoD, and Ew to 
this Section These statements reflect a 4syear
balance sheat growth of 229% and an icreaseof 266% 
in not earnings pvriat te
 

h now eprojection,
(AnnexIV A'), projectan
 
average portfolio of $20.5 million in 187 'and
total interest collections of $9.1 million during

the period. Associated with this income are. ex
ponses of $6.5 million or a net profit of $2.6
million, (1.3%/year).
 

Under the proposed loan CABEI will

rely on each icr for repayment of its sub-loans. 
There will be no direct loans by the Bank to
 
ultimate borrowers. Annex IVB, contains basic

financial information on 12 of the 13 ICIs w'hich
will most likely participate inthe program. Even
 
though many of the institutions are government

fomentos, every agribusiness loan to be financed

will be collaterixed by at least 150% and supported

by a feasibility study.
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t~on.The ealto evaluin ndetar e ir
byor ac 

farm asz below which comeroiatl farming seems un-roalistic. ,Aegi
 
we agree, but o think the determlnation 

of viability an only be mad roein the context of a
particular project. It may be that a prtitularcrop can be proftab grown on a ver fer hectarel,particularly by fa arwho have pviO'y exouer-y 
imented with non-treditional stops and/o who have 
benefited from sound technicl assistance fromrreliable source e.g. a processing plant PrePared 
to buy th entire cop fn 

hinkthedetemintio
We aree butwe
we will emphasati to uerI and to the lacthe ignificane of net incomerof lthe small famertg

in evaluating the suitanblity Of a sub-proj t for 
xinan(ing. The a0s thewilaleure fthe preparaton

of the projct assessment forus that a reisonabLe 
surmvy of small farmer net-nco, and in approen
reoase wages of rural b is an n 
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order to pemit a reasonable assurance that the sub. 
Ii project will benet the poor*difi Gt.o- Periodic evaluations~rI: ~~of project Progress particularl~y with respect to 

cilitate the developent of comeon definitions,tnaruge gro .nincoe willhelrough as they may be. secau. ot tol~assre.iomthe loanwill financenmrous oagribusiness sub-projeots throughout
rio, it is difficult to generalieo the overall 
the k ind prOw-iJeat ig s-onfd land-pojcr u them 
impact On the targt group. The impact of any given
ub-proeOct will be A function of many variables,including the area In which the project is located,the kind of project being financed, land tenurepatterns, etc. However, some general comments canbe made. 

As thee ller evaluation found, agriculturalprocessing Industries can be an effective mechanismfor directly benefiting the sml (armor:and ruraliroor. Those industries can generate substantial
direct benefits, in terms of technology transfer andincome, to the small tarmor& from whom they purchaseraw materials for PrO'cessing. The small producoeare 11%01lY to become better businesismen. Purther,
because the expanded, lare-volue n ultivation ofvegetables and fruits for pioc4isin io Inhereontlya labor intensive activity* the eanmion of theseActiVttios is almost certain to be accompanied bysubstantial expansion of e"ployment opprtunities. 

Mott Production patterns in Control Amrica indicoaothat a large porcentage0 V fruits and vegetables or@
Produced by small (armors. Weerteless, the evalua.tion points out the fact that the processor may Choosefrom among seVeral alternative, in acquiring his rawWo~riAl. While it would appar to be in the proc-



Ossorl's interest to find middle and large site farm.
er's willing to devot land and recruit workers to 

[ 

I I 



;ii ± ~ ~ I j ~i J ~ UNCSLASIFIED 

4.47 

plant, cultivate and harvest the crops, the larer 
l holders are relnctanttoshit topama* 
from tir lucrative, relatively uicomplicated tra

ditional operation. Another option is for the 
sme areas this is dictated by the fact that only
small farmers can be induced to shift to thee nw " crops. In #soe the choice of small farmers seems 
to reflot a Judgnt on the part of the processor 

hoodoml are reialprepared the continuingthat tonly they p - Ruppu t42Ntofmungive h---care and attention required by these crps in their 
planting, cultivation and harvest. 

The is no evidence of a clear pattern
having yet emerged i processor selection of farvera as suppliers, Th most important factor is the 
need to dotlop a reliable volume supply base. This 
pressure seem to be more Important than cost pres
gures* 

Another apoct of the prot7sosor- (aroarrelationship bears special emphasts. Once the
relationship has boen established, both parties
develop a strong utual interest in its maintenane 
and continuity. Hence, once establist w those 
reltionships Ate likely to endure. 

b. Fuglgie atThe object of any agrt
business ts to expand its operation over tive in
order to taIe advantage of economies of scvale * One
of the solor problems in doing thi@ has been the
inability to obtain a reliable source of volume 
supply. The- [AOD exerteo indicates that it nor
mally taes some time for a prWoesing plant t.o
enpend to the point where it to operating at optimal,
@cat* with a reliable source of raw mterial. Hence,
the porticipants in any project will increase over
Lim., and this will assure more widespread usee of 
any now or toproved technologies that are introduced. 
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Ifwe are right about the potential of
processing plants to increase' the income of smallfarmers, the demonstration effect on non-partici
pating farmers is likcely to be quick~ and dramatic. 

c. Distribu-tionof benefit-s 
 The Haller
evaluation points out that benofits to be obtained
by the rural poor are considerable. However, the 
2: 

urgency and criticality to the processor of building a reliable, volume supply base precludes the
 
possibility of prohibiting use 
by him of large or
medium-sized farmer producors. Zn fact, some re
siane upon large producers may be the price, in
 
soma instances, whioh must be paid to induce processors to recruit small farmers. This points to
the fact that we must balance our concern forassisting the sall farmer with commercial realities. The processor will not be required to re
cruit producers who cannot reasonably expecttobecome valued partners in an enduring supplier
processor relationship. 

In addition to small farmer participaion,~constlorable rural employment will be generated. That Is not 
to say that employment generationwill be substitutiblo for small farmer participation
as a criteria for financing any given project. Experience Indicates that benefits to small farmers 
are relatively large (L.e. three to-five times anticipatod ',nnual incomes with traditional crops)
oompared to benefits 

as 
to the field workers, which

usually es+ual the minimum wage. For this reason,emphasis will be plaed on projects in which small
farmers participate as opposed to those In whichemployment creation is the primary benefit.- Never
theless, generation of employment may be so greatin same cases that it will be a sufficient justifi
cation tor project finanoing. 
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women. The sme is generaly true 
in te Processinplants themselves. 
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1. )-.thahdaleI ao. and DMEIL: Since the 

nonce have not boen selected at this time* it wasspcii su-ojstat e eOp ADla l fl.thi~a, n 

rests542 to stuaa:01
turn, or indeed, to provide qiantitative estimates
of the project's impact# except by analyxing the
results for a number of comparable sub-loans granted 
to agro-industrLal enterprises in Central America 
in recent years. Fortunately, MAD (Lt n American 
AgribusLnoss Development Corporation, S.A.) has 
undartaken and provided ROCAP with its economic 
analyjis of a number of aqribusiness projects
wich received AID-supported ,LU loans. This date 
was used as the basis for projectcions of the ex
pected economic impact of the Prom*..f project on 
value added, foreLn exchange earnings and employ
ent. 

The procedure we have used is to relate
 
the Lncremental investment of the LAAD sub-borroer
 
(i.e. generally food processing ftim), consisting
of his own capital contribution as well as funds 
borrowed from LAM and other sources tot 
 a) value
 
added: b) additional foreiqn exchange earnLngs; and 
0) employment generated. Zn each case, we have re
lated the incremental investment (regardless of 
source of funds) to the LncginLn impact. The 
retios so obtained were then applied to the total 
now investment associated with the proposed loan to
CABLI to obtain the effects expected trom the pro
posed project, 

This methodology, of course, relios o the 
iU~tLag frpect of the IMA sub-loamns, not on actual
facts bauQd on field surveys. The WD data is basd 
on the beet eotimates of their sub-borrowers with 
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(In Toand of Dlrs
o 
mn : .- Added- 1 o 2
(1) (2) (3) 

mesntal tional Capital/
Invest- Valueg Output Ratio

basod(prThousand of Dollar.s)AdL/ o-ver (2)ment (1.) 

Rico 'ico Allaento,, S.A. 
(Production and export of 
cocktail snacks) 210 S20/

A% 

.40 

International Wood Products, $*At 
(Production .nui export of food 
bawdl products) 207 6001/ .35 

Connorv do Contro.Mrica S.A.
 
(Procosaing and rOgional export

of Iruiti% and vegetables) 11110 11000 VJ 1.12.
 

#ojors Alimentos, S.A. 
(I'romisling and mntionl export 101,3W.7
of frulto 'amn ve-gov4os) 11 102V.3 

(jual Ity regs do Ctentr'o6rica $.A. 
(Vaowbtlo freovIng and oxport$ BOB 110001/ .89 

awiarla Santa Lucrecin (Cdttle
broodI&Sn a ssntial oil productioO)521 2504 2.00 

loccho y norlvados I CA. 
(Pdictition of illk) 570 2.10004V .58 

6t 0broodlnq amd expot) 480 14 0Y 3.43 

5tool 59835
 

So f@@~oCK0 on roext p"Q 
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CFootnotes of Table 1
 

S' In-oaloulke ed half-of-the:n:-tvaluet~d~d;w#-hav~c oo-te 2 
value of the agricultural raw matetials purchasW by the
 
thWe,4uUnPU0 ene'prses. Raw materials purchases are
 
always deductpd in their entirety hen calculating value added
by manufacturi..~ fowovor, our Intention here was not to
 
measure value added by the manufacturing process alone, but
 
to make Alowance fao' value added ofthe whole food processing
 

that, In thea oe of the particular project, the land would
have been put to sotdealternative use, though the value of the
 
agricultural production would have been substantially leo nd
than it wast after the processing plant want Into operation.
For example, In lieu of growing tomaroes for an assured market,

the land might have boen used for lower valuo crops such as
 corn or beas, or tomatoes might have been grown less
Intensively and efficiently. 

~/Total projected value added'in 1978. It is a new project. 
Sincrease invalue added between the pro-project annual level
 

nt21 ~l4ylflproiectod for 1976, the last year for vtich a figure
 
5/Tctoil projected value Added In1977. Itisa new project, and
 

1977 Isthe last year for vhich a projection isavailable.
 

'44 

44L?
 

">4!i
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aIa can be 
attaiLnned..C, r.:n', 

nie factors explaining this unusually
favorable ratio include Central Americasa suit
ability for the growing of high-value crops such as fruits and vegetables and the size, growth and
proximity of the U.8.market. 

Assuming that a I to I incremental capital
output ratio is a realistic estimate for the project,
what in the total additional annual income that can
be expected after the investment reaches full frui
tion o.. twosay, to three years following disburse
ment of bob-loans? Total resources expected to be
invested in the project are estimated as follow.s 

From AID $15.0 mLllion 
From CAUZ 5.0 million

From ZCZs 5.01 1allion
Contributions by sub-borrowers . 11.Zimlion 

Total Resources 
 $41.7 million
 

On the assumption of an incremental capital
output ratio of 1W1 the total contribution to annual
value added of khe project may eventually reach about 
$40 million a year. 

b. 1n#tarna lnpWo!o Returns, Estimation 
of the internal rate of return io not possible at 
this time as the sub-borrowers have not yet boon
identified. There is no way of projecting the saolss 
costs and net cash Inflows for this unknown group. 

i1 / Assuming that, the sub-borrowers will be required 
to put up frm their own resources an average of
40% of th6 total cost of the project. 

. . . .. L 
.. 'I 

- ', - : ' *, - '- '' ' , " . 
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Some generalizations can be made however, on the

basis of LAAD's experience with agra-industrial

firms avow the past four years. 

The first two or three years of a new con
corn in the agro-industrial field are difficult.
 
The management is inexperienced and may ake mis
takes. 
It will require technical assistance. The
 
new firm's credit standing and overscas markets 
are
not yet established. It may also have some initial
difficulty in obtaining its agricultural raw ma
terial in adequate quantity and quality, and at the 
right time. Ixaunation of the profit-and-loss
statements of LADM* borrowers indicates that sev
oral of them have faced financial difficulties and 
experienced losses in their first year or two of 
operations, but that the profit picture has impro
ved rapidly thereafter. LAD's own profit record
 
reflects this experiences In its first year of 
operation (1972) LAD reported a loss of $198,000.

This was followed by profits of $49,000 in 1973,
$152,000 In 1974 and $178,000 In 1975.
 

This experience suggests that what is
 
needed io flexibility in credit terms as well as
 
provision of technical assistance to sub-boicowers,

particularly in the management area. Credit must
 
be flexible in the sense that lenders should not
 
seek to foreclose ifborrowr isnot able to 
oike
 
repayments on schedule, but will renegot 1,Oi the
loan to postpone repayments until such tim as the 
firm is firmly on its feet. A few firms may go
undeo&, so that a reserve for losses is essential.
However, given the excellent potential, -he oper
ation should be highly profitable to sub-borrowra 
as a group, and the number of ban)ruptcies is likely
to be small. The contributLon of te project to the 
national OUP io expected to bi. eanlderable, as 
noted above. 



S excange'assuim earnings mhas increasing +importan0ce'

F " rra"o4 Cen America The region's current acount 

fto deficit increased from about 4190 million in19734015 million in 1975. A large-scale drain on +i+ 

the alrea's foreign exchalnge roaalrves wiae Averted
only by signifiant increases in capital inflow an + + 
both official and capital-accou~nts, including som 
compensatory bomrrowing, vhlch calnnot be expected . 
to continue indefinitely. Thus, the balance of +:
paymnts is a constrai/nt on investment ad growth, + 
ad greater attention will have to be given to ex-

panding tho tegion's foreign excan~ge earnings. 
r

-

Plata relalting now investment + to projected ++i
additional foreign exchange earnings (including
salvings through import substitution ) for eight! of :+)*i
14"00s sub-borrowerni re presented In Table 2. The 
pro:Jectod foreign exchange ealrnings, are for aln oiver
ago year aifter the pro ject roaches mturity and com-

prise both aiddittonal,,exports and reduced Import re

4.fiit ncresedfromabot P10 mllio in197quirosints als a result of Import substitution. All
 
exports, Inclusive of expects to other rmnbers of :
 

+ i::. the Contral Americaln Cosmosn) million:+ in• .. A M4arket,a- alre": dra:+i n an"
 
the grov thalt ow exports firom one Controll AimirLon
 
countrypar#t, forto alnother alre likely to substitutel,foigin Ulrge
 

a? to, $815. 1975 i" scale iLncluded+on'.' 

ports from outsde the rion. 

x e nae n p 

for Cg
 

i 
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of-B-l 
 -nulo
a Addional ForiWI 3 AdditioalA 2 

H~ljs ft,L - in"1,reln$t es..o, .Adtoa .(orig 3,can-___ 2.1. 
Excar&g~ (1) 

Rico Tico Allitontos, S.A. 210 1000?/4.6 

international Wood Producta, S.A. 207 603J.2 

Corasorvas do Controwdricas S.A. 1,110 1132Ws 1.19 

Ojmvs Alimntoop S.A. 11811 310504/ 2.13 

Q4xaity roods.do Cetroar~ricap 
S.A. BUB I 00V. 1.69 

C~nitdtrid SAnta tAcrocta 521 3001 So8 

IWche y Dorvados, S.A, 576 OV0 

Agricola 5n Cnrique 480 200!/ .42 

Total 5,803 8P0 1.53 

After &alonq sutfto of tim to obtain full benotits
l aps e 
(i.e. 2-4 years after Iwostmnt). 

rJPoctod I e foreign oxhngo earnings. The Ov l4o unt of 
teprojected 1978 .emings istreatod *swincoental" since 

this Is 4 mit proea~t. 

Cdlculood as tho difference btwonpojto d 1976 and 1174 
eXpOts ($11,00000 less $sSO 000), h 1974 fir was used 

as tho"PoOOct")levl. i pro@tionfor 961. the 

tton atb@
 



Votne sable 2l (Can d) 

SO _$_4,t00 . r -

DLOOiference etotaeg1976hfoggeoh
/ Octed 1977 foreign exchange roeciornings. This is a now project$so that all earnins are tratedi as "Sncrweotal".
 

WU production is for the 2.o-4 market. Project wasa included
to wMk saple more reprooentativ, since not~all agro-tksinsa
projects are foreign exchange gener'ators,
 
UJlsed on 2.978 projeotion. 7he real Impac of this catte
br.odn project will not make Itself felt until the 7tiyear
(no proection available). Take-ott In this Industry to *lowbut the Impactn In geomtric progession, 

--I " l 
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Note that the projectedratios of a44. 

metl nesmn are unusually favorable, The
weighted average for the eight projects listed inTable 2 i 1.5 to 1. meaning that after the project
reaches full fruitiono each one a-Ilio dollar of
investment In the base period genrates f.S million
in annual forueign exchange benefits. 

Allawace must be made for tho fact that
this ratio is basel on prolectiont by LAAD custoners
that soy well be over-optimistic.ratio us It the appropriatein connection -iith arojectinq the foreign 
erchange benef ts of the present project is set with
in the more conservative ango of t.0 t 1.2, the

contemplated new total investment of $410 wil~lon

would qenereto additional annual foreign exchange

earnings and savings of #40 -50 million, still a 
very impressive fiqrO. 

Th1 reason for the projoetl unusually
hiqh impact on foreign exoanle earnings to the fAck 
that the loan will be iireated at enterprises that
ar@ largely rlinted toward pro)action for the export
imrket. 7ho loan will not be direvt*4 primarily at
enterprises groving or proesng traditional staple
productas (.g corn beams or rice) consmued doms
tically, but mainly to producro and processors of 
fruits and vogetables which ar% ostly destined for 
tho oxtra-r ional markets 

ThW project will not only expand foreign
eOxari, earninfis, but vill aLo help to diversify
them, Cntral Amricans are autely were of theirexoessive dopendence on exports of @offee# oottons 
sugar and .* "as,which togther acount for about
three-fourtho of Ow value of the region's total
@xports to t1% oAutside world. As a result, a poor
crop due to advers, weather onditionst natural 
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disa tere or oe world mactm pn may hav-ivanatng -'Alr t1-orSi~ Oft1~x@I~ng -oarngs
iCA eOCIPt. and public inwpgt ontoutlays. Thecontribution of the project to theodveraLfoation

Of foreign eacohang. ear'nings may be Just a0 import-Ant to Central Amerioan dovloment as the additionaleahoango that It will generate. 

o ftmnovmino4. n ncret n Projections of theestimated number of jobs 0reated in relation toincremntal stue~tnt for six representagtive LAAD 
ubbor veto areprosented in Table 3. Theosti. 

mtod nuber of Jobs created Includes both the jobs
created at the Plant of the sububorr r and those
entimasted to be 9eneraed on the farm in producingthe raw material requird. The estimates on job
 
gneratiOn were Provided by the AD subborroners
or were wade by the tAAID stat t in cases where oat,.
sates On, e1MPloyent generated on 
 the farn were not 
avatlble. In the Utter case, the methodology used 
wan' to relat@the a&mout Of Agricultural raw material
estimAted to he reuired by the processing plant to 
the numberOf 0f hi required for Its production. The 
latter tiquo wa1 then rlated to the number of man.daysrmuipr &are on the boto of data prvidedby the 1274 Gatema Sall pare Surveyinlvna

174 noliasam nof 7 farm 

Note that th avOrae investment outlayrequird eamW rto neJob for the aim LAND borrow-
A3
era OhOWn ie abl varies from $1247 to $4603. Thewiqhted aver90 (Or the six enterprises to $2256.-

$41.7 million VOUld 9eneiato about 10,500 Jobs, arther considerable fUgure. Note that this figuare
dos not Include the §eoondArY employment effects#,
It Includes Only Job. in the Proce'ssing plants Andon the tam. It excludes the additional job genera
"ion resulting frOM the Production of the goods and. 
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qual~~lmenta -, Hoods of Mont~o + 

.. .. . . . .~i 
+ r.
rica, S.A. 4. 668,000 71 lj247,19 :- ~ -

Banco Finmilcro llornduoo 
(Financing Rico Productimi) 2p150p000 10148 ,1,872.02-,:-

Consorvao do iC... ,, +.-v.,,
cp P. i m ir c a, l.v, .... : ' " J : + . '+ : : " ,:
G.A. 10110$000 404 28747.52 ++
 
p>il; i.
 

Tablo +3+:+++
uoc yDorlo, S.A. s7G, o 12 4l.93.
 

TotalX $8,094,000 3jS88 $20 2Si.65
 

*Inalusive of Jobs mm*.ed Inprovldin7 tho agricutttural raw .:i_
 
material. • 5qLA8ZV:All:....L:+
 

http:28747.52
http:1,872.02


i~ ~+ +...t srvce !t+thai !the ripents of thevadiioaicm 

in -thimrreslt~g-fom the hsmn-,onrtd bny s, yd. 

atXC patothey 
cntributCe to2the proc ou ld h beenplcedin 
theoo sed project ledstg resources
 

times during the period of amortization of the AID 

0. •in~ on &M Inu sTeTm% t 
ignificance-oOf th proposed project Lio adequaly. 

N Wfl+l + W . . . ... measured by its aggregate Impact on inooo employment 
K 4 . . . . . 44. .44. + + + 4 4 + w .. + . . 44 .. ... . .. . . . . ; . + :'+ 

4 4 and exports. The projoot will, ,,ontributol to the st:ruc-
I- + 55 + " + tural+ ::trnsformation"+ + + +*; + '1 .+:;++of5 the+:++++. Central++L+%+#;++American ++++++eonomy".+'+++:"+ +:++ -++_+++.r:+ :*++ + 

4 4 

It is deigned to enable th area to capitalze on t 
natura3l advantagos, Leo. cheap lambor an well as soil 
and clmatic conditions pr'opitious to fruit and voge-. 
tableo growing. Th i project#, "t woell as Ite 6O loans 
AMD has previously matde to LI J, will hopefully Lhelp 
estkab2lish the basis for the development of now and 
important industries. Once,it- L shown that,agro
Lidustria/l ontorprixn an prosper in Central America# 
it sloxieoted that many more private enterprises will 
establish themslveInO t field with financial ro-Phi +r 
sowroon obltned throuh private ohAnn3Ls.. 

Im&, o Ons Wh l orattna* aACWL 
group b"O is treated principllly in the socials 
analysis soc Lon, it to worth noting hors that agro-i
indusltry ha sinfia tlyinreaseld sm lpoducer 

(e.g. 1ADfinancod). It has not boon unLoie for+ 
farmr who once meured Ltheir inomnhnrd 
of dollars to now in to of: thosasculaute lm 



expeted to cm Ablout though Imrosittin tbo shifts
of lands, currently emloedin nfiin ld~li 
subsience agriculture o tM qrowing oCacrops. ! ; 
aonamding high prices in foreign markets.Th poton..
tial for increasing agricultural productivity, in 
Central America to suggested by a rsont 81BCh study 
on agricultural development. Trhe 8119CR stud , show 
that exiting agricultural yields in Central JUirtoa 
could be ince~uod by 2 to 4 timow by using lknwn 
production methods currently applied in aoroal 
forming and by 3.5. to 7.7 times using the mt ad
vand technology applied on a pilot basis at expert-
Sort esttions, 

Add to thi the sube~ttally higher
returns iplicit in tho kinds oft crop that: are pro.
ducod for prooossbog, and inaft incase@ fron hun
dro to thousands become easily understadaleo 

http:markets.Th


UNCLASSIFIED
 

ANNEXES
 

I. Statutory Checkl.st 

II. ROCAP Response t,) DAEC PRP Approval Cable
 

III. Project Assessment Form
 

IV. Financial Tables
 

A. 10-Year Cash Flow Projection 
B. Selected C.A. Credit Institutions
 

Financial Data 
C. 	Illustrative List or"Agribusiness Proj

ects for Financiru
 
D. CABEI audited Cuibined Balance Sheet 
E. CABEI AUdited Combined Income Statements 
F. Summary Cost Estinates and Financial Plan 
C-. Costing of Project Outputs/Inputs 

V. Logical Framework Matrix 

VI. PERT 

VII. PPT 

VIII. Miss in Director's Certification
 

IX. Draft Authorizing Document 

http:Checkl.st


CjC ,IS'rOF ST.TUTO'Rt CRITERIA 

n" the eaQchlbitemi writeannv or, asappro ri
C~OlV~t
ta7~au-j~ -of required, 

or&other cle~arly iA!Cnti
section2~~ fha Capital As513stance r'aper 


otr~is furth'er diSCUssd.Lcdndaalbdoc'QA whitch- thcQ M 
ade a]4art of tho capital Assistance PapersTkt fo.. an b 

Thfolowing AbbreV1Ationi ure used: 

TA Forc..SttAssiutanca Act of 1961, 43 amended. 

FAAM. 1973 - Foreign A~siatance Act of 1973. 
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h~:d. to solve e~onomtc and aocia1 docp 
mer~nt problems infields 3UCh ~A -tranpra 

~,tion, povor, lndotry'.urban developme~nt, 

4~~~ 4et-

a.in uppoitof the general economy of 

thrt recipient country or for development 
programs conducted by private or interna-
tional organizations* 

2. 4M 20 .4 J R(5, 0 

A.Decieetn o 4hc onr s
 

H4:gaporaeefr' -41 om~o 

MVes fodpouto nAmrv 

MOMIS~~~ foo strg n itiufo 

A,~r~.tinDesribtos 

4n4an 

forfkrin andpromesic p~rvato 

enterprse aod inouctondIpoe

mares~clmtstoraget 
- ~~~o 

(3) Icreaing ah paorblic'cToleIn 
4:: .th%oceoai~nta prdoess. rvte 

IL 

The*project wil onelra~t, o0 o~s 
inL agr 4bum ineaafrompqua, t o 
Rwu'.r.Qne such 4-Qblem is-te,-rntation*z 9., a r'cul2turaJl odotlj 

C prOJ5Cwthh'~ export, pt@'W 
ith~4 , 

TeM~v.e hwhtt ' 

1.a wil make possib1.an expnion 
and divrsiiation ofeports$ and~ 

"~' 

InfgensZ'4lo an increaseO of eonomic 
activity throushou~t the reiion, 
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ao h A onre 

nc.1b h iitr fArclue
 

nbscgancPl-cftce 

countrie mhchcokryi 

fo tmead Od$ 

mao oothe coutris.A ro 
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for pfoodt bU$ botburb-a a Wnton 'It aweThalaitre 

TheogMX ha bo otoreuuntos adn 
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(4)(a A 11 ca inj available bdge- T~w v,.i, countries have been al~

-~~ 'tary'~-roso~~~ircaa Itog.on developmentO84B~QnI.~,D*ay.ib 

(Se 
 3. nor is4 ank-4 CAcout 

vontion in affAir. of other free intervening inother Contries''-
and independent nations.) (See rar. 

, also item No. 11).
 

Ms)raking economic, 3oCiall and ,All C.A. coutri~es are makidng progress'
political reforms such as taxc collc- toward respect for thie rule of lavn 

Lionttutovuint an chn~eaIn and freedom of expresuion and4 of the press,
tenue cr~n~mans,~and recogni±tion or the Importance ofad 

individual. freedom, initiative, and-gross -toward respect for the rule of private enterprise as Is Vitnlssed br 
law, fiacdon of expression and of the tY bec rpesadOh no' 
pess, and recognizing the 1.portance .hl go 4J ando'het of'mits
of individual freedom, initiatives j. ~~etrrs i 

4 - rivae e~terr~s. . culture, industry and hiousing; 8cMO 

-.-

nd 
4 vrogroaa is 'being mde in poliibcl 

reforms suc an ta Collecion 
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lega~l rem dLos 4114 (b) debt is not
 
deniedor contestid by such govern-.

mont?.
 

:+++++++,++++.+*+,*+ : 
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expropriating, or ocherviasecizing

ownor~hip or control of property of.
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S 6. FAA 1620 (n). Does recipient country C*A counriesdo not ifurnish assistance to Cuba or fail to uistance to Cubat nor do~they allow
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l .. . .i .l . h l " rcha.puse.) 
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determined that itisnot controlled
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60 (d).
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 ifa prc1le arises with respect to suy

United States enterprise, is there Pr sd sub-PrOJet, It will, be dealt 
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to prevent export to the United States effec@t at this time.,of more than 202 of the enterprise's 
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 production during the life of
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32 M Ii DisCU$S1 theL cx26 The~ aUbeUiAat~iisfl 
tonct to which th 'Joan Wi1L 1~4 
strngthenl ho partcipation area ' and OnceWc ntto - .I1n2'2 

-of vra an rual poo ina +oz.Azge~e~~o~~n 

.,.nd v41 assist In 'tho dcValopqv to2needed by proesslng' plamt., V@-
Lwent~of Ceaaie Vkc Vill_ operatives will be enouwageI nso ' t 

771 .ona Land- sncouraga greater' . 4r~t otf ~t~Urcn 
pnul~qW of 'pobtpeople to help 4 .444

thi.usalvas tow~ard a Uatter life, ~ 

$3 LA fti saTi rjc i rmt 1 h 40 

projct loan, describe howvuchrdutono non-traditional 
projct will promote the 'country's agricultural prouotel (2)imploynt

aconafedavolopment takingf into o h ua or 3 nMo h 
accoun tho countiy's humAn and rural por xort$ and therefoe 
uaterial resources requirementsfoeg ean ariiiad. 
AM4 relationship betv*4n ultL- (5 au added inagiculture,
matt objtctivea of the project
 
and overAll economic davolopment.
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to wilcnr-asrnwhictho loa 4iimpriiainL 
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.AA1 201 (b) (3). In what WAYS The estabishment of agribusjnesu ao 
A doe., voc eaoablentlir 	 .tjea act ivjty toes Inoreao both the dvPJiio. 
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?:- h 	development of economic resources CaPaities by financinhretofore unex.2 

or to the increase of productive plored reourcee-flov@er s nw, popperp 
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Sh-ftuthei 	 l. and from inefficient l 
------- yieldin-ub istene_(ogricu ture10-The-

* 	 5olgrowing5 ocascrop. commanding high-
I *, prices in foreign markets@ 

37. 	 FAA 601 (a). Information and .Tlhe loan vill directly serve to encourage 
conciusLons whathor loan will on. the flow or international trade and aid 
couraget efforts of the country private initiative, and vil indirectly 
to:; (a) increasthe fla, of further efforts of the countries to 
Inte'rnational trade; (b) foster the other goals,*attain 

privateoinitiative and comp t -	 d " 

tdon; (c)encourage development

andus of cooparativt, credit 
unions, and savings and loan 

(d)discourage-
&>~*~:associations; 	 --

"* 	improve technical efficiency
 
of industry, agriculture and'
 
commoico;, and (f)strenGthen
 
free labor unions.
 

38, 	 FAA 1-619. IfE assistance isNI 
for newly independent country#
 
isitfurnished through multi
lateral organizations or plans
 
to thes maximium extent appro.
 

Lan's Effuct on U.S. and Aelso. 
PrJorro 

39 2019 b) ffl. Information The Loan will have littul effeot on the 
anid conc~usion on possiblese 	 ecSooow, no Oftot on areais of 
effacts of lo~n on 11.1. economy- l)abor surplus) andI42Xlb4 fmibed 
with 	special 'reference to areas An Sa We cnI sUhit 'ashpossible 
of subi caltial labor,surplus, and vith Ixpr~v1 baeoftb6e V.P". 
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58. 	FM s 611 (b);. -np.a 101. If The Loan will not finance a water
 
loan finances wLter or water- or water-related land resources
 
related land re-murce cenatruc- construction project or program.
 
tion 	project or program, is there
 
a benefit-cost com1utation made,
 
insofar as pr.-acttcable, in
 
acr.ordance wLLh the prcceduces
 
act forth in the Mcmorandum of
 
the President dated Hay 15, 19627
 

59. 	 FAA n 611_(S. If contracts for Any construction contractc financed 
constrct ion arc to be financed under the Loan will be required, 
what provision vill be riade that throuph the Ian Agreenent, to be 
they t e let oi a competitive let eo-I titively to the !nnXImUm
 
basis to rnxiwam extent practic-. ext(nt possible.
 
ablu?
 

60. 	FAA s 612 (b): .',6 (. Describe ('ABEIl 1, iinklijn, a stftntlal 
.tcps taken to ;asIu'c that, to the contribution to the project. No 
r.L~i rmum extent po-. ible, the country 1.8.- , forig -urrency i; 
1i contri but'in:: local currencies to 'ivnl ible 1'or thin project. 
cct the cost of contractual rnd
 
other *,-rvic,,.e forc -n currencies
t.nl , 

o-ncd by the Uiiteii Sate: are utilized 
:D rect the. c-.;t of contractual ald
 
other avrvicc3.
 

61. 	 App. . 11l. Will any of lonn funds N.o. 
b(" UILt'd toL t.qu re currency of 
reciloictt t' rry I to:: non-U.S. 
1rraury twurcv.e v.hen e.ev s currency 
of th.%t country Is on depoi.t in U.S. 

62. 'M a 6,12 (). Does th United Stats Uo. 
ow11 CXetr or,,q.%corrency and, if o,vhAt 	arl'Anget-onza have 1'nr~dc 	for 

its rltaCe?
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63. FAA s 620 (ji). What provision is there 
against use of subject araistnnce to 
compensate owners for expropriated or 
nationalized property? 

The Loan Agreement will preclude 
such use of funds, 

64. FAA 3 6 . If construction of 
productive enterprisc, will aegre
gate value of assistance to be 
furnished by the United States exceed 
$10C million? 

N/A 

65. FAA s 636 (M). Will any loan fun(IN 
be used to finance purchase, long-. rm 
lease, or exchange of motor vehicle 
manufactured outside the United States 
or ary g'laranty of &uch transaction? 

No. 

66. App. s 103. Will any 
used to pay pensions, 
military personnel? 

loan 
etc., 

funds 
for 

be No. 

67. a._ 105. If loan is for capital 
project, i! there proviaion for 
A.I.D. approva! of all contractors 
and contract terms? 

The Loan Agreement will p'ovide 
for ouch approval. 

66. Aj . 
uacd 

1_07. 
to pay 

Will cny loan funds 
M A33Cs3s8ats? 

be No. 



tior.s 6tU's. p o 

4, F 

70., ,AP.5110TIO 1Wilany of 1loan funds o 

Hua hav boorwl' a ife fiacn It PY119:

concerning the activity, programs,' pro-Ject, country, or other operation tobe fina'giced by the Loan.
 

720 A22 Wil
601 
 n lonfnd 
 e
 

used for Publicity or propaganda
purpo~ses Vithin the United States not
 
a uthorized by Consroes?
 

4, 0. t 

JCu901,bi-
FAAs 640. C~a~ 

()Complance with requirement fo oamodity pro 'A'nt viiithat at least 50 par contum of 
N 
be financed. under the, Loa.the gros& tonnage of com'odtIos2. 

(computed separately for dry bulkcarriurag dry cargo Lindrs, and
 
a tankers) financed with funds made


avallable under this loan shall be
transported on privately ovned U.S.-
* 

flas cosurcial vassals to the ex.

tdnt that such vessels are available
at 0fair and reasonable rates., 
(b) 'W..l gran't be msde to loan /

Att pay al or an. . I 

visbetap U.S. and foralgn.Ueg ~1Isa rates? #~* ~ ' 
ai 
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74 Soct~on 30 and 31 of 1L 93-189 ' 

Will any.: part of~thoe loan beo used 
to finance diractly,"or indlr~ectlyZ-

bq:the :U.sS,or' by, foreign 'forcei in-or-@&QQCW d ,NorthVictnami-
8utlv.Viet 'am, or Thailand 

No. i 4A u 
' 4 

-

75. . ..cl,) 37 o 

of-this-la 

assist~geeal 

f4 P1 319(FAo 

be use to 

~ ori 

aio 

h -.cntre 

o 

9 

A 

76 4.ifI sp.a 112. Willany pethrtnd 

fthislobe used spotofid icr 
or pison cnsrl on ahe adconhstr

ation. of Soth Vietnam?orfrspoto 

N 

77im.s6 4 ., Wil any of th fud o 

Sotes Asi 

nationals 

a s ynnUS 4o 
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 PRVA 
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CA 	

PaoO 1Of 3 

Thll fwi g ar gr ph relat~e .:to par gra hs so 

ue indeter mining ub- ' j e'liibili were 

"-t eeoe' in 
 CB and LA and
 

or.ting needed dat.. This issue is further dis
cussed in Pat II, Project Descriptaon, pageso10
 

12, and the Project :Assessmnt Form can be: found 

inAn n e x 1
.	 . .•:: 


C. 	nch tva
fori Marc The int restrae psa
bedrved,from approaching,the project: on !a,re
ginlbasis include the£
business fund which s cifolowigs1) the ag ri 


of CABI's counterpart-(and :the :resources required:

of the IC~s),ta iaea rjc
thus 	increasing the amount ava:ilablf ol e
: 	 ldng,-P
LAA hs ber exp...ri...enting withthe rojetnA

tion l o s resources to flowAtoareas hest
and 2): channeling funds through:a: reioa institu:-


dplace
by designing bilateral prjects
 
deanssomthing which might: not ohrie tke
 

sessmnt Frm ad
ha hadpostv__r iwgen_
bing-offered the ICcabdle dqate icn

tive or the riio 	 etuhpprepctgdil....weeA
 
further dincojion wtit cn befnd in Pand
 
Ith o afr ea
tianiAnals thPHell 


::: 	 i ! !
 
.;v
 

r
 

;:':
 

:".'i
 

-u=s 


http:exp...ri


... ,...+ + 22+2 Page 2 of<.34~ 

Do' Technical Assistahce: TechnialAspstance needs 
and poasible sources are discussed in Seaction d-ll, C, +> w 
Pr jec escr pt o,tpages 20-22_ a1 dSectionfI 
B.. Technical Analyi --Agremen ....- . otpg>.~~2$~~: 

E. Sub-Project Eligibility: Consistent with the 
DAECws conclusions, eligibilityfor financing under 
the project has been kept flexible. A project sub
mitted by a qualified ICI need only comply with the 
criteria established (see Annex III# Project Assessment Form). 

m 

F. Use of Rollover: Beyond the covenant of the Loan 
Agreement which requires rollovers, to be used for... 
the same purposes as the original loan, no further
requirements are being imposed. C&BEI has committed 
itself to sustain the program truhu h 0ya
maturity period. truhu h 0ya 

G. Benefit Distortion, The criteria for project
eligibility address this issue and itwill be re
emphasized at the seminar planned for ChBI and all 

.participating ICIs. 

<. 4 

V 

H. Iners Rates's The 5%spread being offered to
the 101. is attractive to them and does not co.afliot
with laws controlling interest rates. 0Gzatemlao*
El Salvador and Hondurac have the lowest rate im
posed by law -a 11%. The ICIs may not undar the 
terms of AID's loan land at a higher rate. Therv
is, hure, the possibility that the criteria which 
are to apply to projects eligible for financinghereunder will cause project funds to be insuffi
ciently competitive with other available funds in.
these countries. However, project funds will be
lent for terms up to 12 yearuf we expect the terms 

2 

*This applies only to public institutions inOuatesala. 
: : .+ + -. -#++'+r 
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ASUPTION
 

CAE i$. 	 mlinfr2
 

11 boro
 
years~~~~~~~,frmetra 	 .moca ore 

at. 10 ineet an wilda dw 12
 

milio th thr erad-12 ilo
 

ot fr2 12. 

A incluinerst yad wilcedawddo re-2 

3. CABzramnitaivwill boro 	 oflo 

5. 	 IDill lhe tidand $125 millionAR o 

thellornh year. 
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~ zV90 
ILSTATV 1YE GIUIF8 FOR~ ?ZINAQSTT O 	 PRJET 

Investment Investment~ Pat ipt 

GUATM14A 
- -Cotor- 3-3720 

Asparagus 	 1,000 400 7 600 
F'ruit Procesuing 1126T 467 700-~~ 
Fl.owers 35017 8
Tomatoe Pr'ocessing 3,200 1,280 	 1,920
Tropical F'ruits 160 7 	 0 

Veeals538 	 21.8 320
RIubber Production and
 
Indutrialization M ill20
 

Total 10.115 


ELBA WADODi 
Cahe Ntot 5,020 1,020 4~00 

Aaparaguc 	 1,000 400 600 
Vegeable270150120


Fresh 	 Lemona 86 615
 
Tota 15,7
 

African PaLR Oil 	 3,000 4,150100
Coator 0Oil 	 50000 2,000 3,000
)'inapple 	 o 2,000 2,000
$Seame Seed Procesaing W..J- 1..70 

Total.1 	 235 2 ,3 

Cusew tNutc 2,500 1,000 1,00W
Castor 01il 5,833 20-;33 3,500
V.o.tab2.q 	 450 200 250 

Pinapple 1,946 1P1.56 9 
Xpecaouenha 150 60 90 
Sonoma Ctad 	 15 7
 

Cco3,700 1)500 2,200 
FlvrACtFeh700 

-

300 400 
V00ala275 -- 5 

African Palm Oil 3j I790
 
Plover Export TO 8D6

Nandwas Procesin am 25037 

spce 	 5 
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PA-EK.--o 

~SUMMIARY COST EQTIMA E AND FINANCIAL PLAN 

~ ~ ;~9{wPROJECT PAPER 

SSoure 

Use
 

Subprojects 

Teo[.- Aeat.0 

Total~-. 


-XL 

5M50 


500 


6,0 


*Technical Assistance 

L 


8,000 4o500 


11000 500 


.0 0Too0 

L oa 

4,500 22,500
 

50 20
 

500 25r000 

requirements are estimated
 
at 10% Of Project costs based on interviews withIcri and CABEI personnel, See page 20 for a do.tailed discussion of this item. 

NOTui 	 Our best estimate is that $600 million of the AID loanwill finance dollar imports from the U.S.. $500,000 ofTechnical AssiStance and $%.5 million in Sqip-t
The ramaining twods will finance local otarrency sxp0M~dt~wes,
 
-such as constrution, installation and wokr cptl 

working captat,
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PERTE ACTVIIE
 

0 Startin Pon (PP apprved 

patiipt In3 prga.(1 uy7)
 

1- sinteVv or3naie 
 In CAE 'sj.'.' 'Ns" 

reioa of-o epnsbefrpo
 

selectin prjet sumte by Mebae
 

upon elgblt3rtri. (11ty7)
 

0-4~riignldngddci~ ~ ~~~~~~' AE ~ ~ Prpr aeil 

startinoCpom n o h riinpeesr 

4-6 Copandu
triig foar CABree(snutive. ROCI/RCAPE 

1-7 Selectiontr of estene project ae bo ICLBX 

6-8 askig the ivearaopentots n CARct 'sn CABMROCAP 
ina orICs rect)Onabl@ or Usesa.M
 

upon eigi~my (1 July 76).
crieria. - 3; 

-1 rIentirytaind , nomote didactstoc mateials CADMItI
 
InogADr, ettfo (1 July 76).
 

1441 Astor. thei pticiation (15 Aug.biit 76). 
4-6 Conttrinin Crom uliateI brrow.ena~e. COIR~P: 

(30 ct*76)0
 

1. Wae lOriW0ealaeprpa.- OA
 



___ __ ___ 

-~~Nv 
 -. Av.S 76). 

Description:
 
(.""',. ,'"": ;Inl'ud~o ine hsi:prO-o!otuscheuledb : 

b'd
N" to°oso ...................16-17l Analizo for uppol ea hfsiiiytd AE 

. 1... U.. and pre ennciga list of su s ..rojeots satobe dis.tb ds sdduring tollowing 6 months 
__ __(310+ an 76).-13 Otin pr
l an cs eligbiit,,,~ro .....15-6. Prep(~are and a... .on17- i b ofor l isINZo.. . ..... 

ICB . .tinsignesaro coniiiithers witfh ICIultim4atafor .C±on/ICI,, .... ...
fproouloatebsr. es (1$rob. 7). 

14 ?ke field trip to evaluate pro"Sol, ROCAP 
NovFa.7). 

..... Submit a% theIrlyrep incudn CABELprnogress 


2 9-216 Dend soaig a coin with ultimate MXCimtborrower, (28 Ja. 77). Broe 

esubmited. (31 JN. 7). 
13-22Die~ram martry bgn reypots 

I.+. +, + ++ 1 + 4-20m " a list ao w-rjsshdulod s, 7)4k fomold~.tri to+: evaluat pr,++tose.be ds ++> +++: ROCA 1> 
+An 

....... 1'1+1
+]+: ;+ '++j +: +r": '!: ++n+: 4' " +_,...... n. q': +;+...... ' Fob. 77).++......+P
+r 

,i:
+++++5 :++: 39-2+41 DboeenProper+ +.sig a co trc (15 No.ultimate +++" + +:++':+'+' '"+r21-2.. Disburv len. ...ith the ICI/#ltim+m ate..:"fundsu acorodinglto condition 77). +'r+++ +'m+++'++]+ C EI+++''+m: +' " +'i~+++:+++ '"++''+++: '+-++' ' " + +++'',+++borrower. m Borrowe + 1- ++++ +- (:a++Fob 77). 'r+++' ++'++'''"+ 

* 2-22 Disurs tbds ccod;n t conit1ion CAMI+i 
establihed. (i NI t 77).,

13-22 Dlcbrcm~t. ma bem- fo any projectsprv+laa fe di+n 9 

Kv.15caen atiduadfo276bav 



T~V tA 

4pAt= 
~ ,.4A-C' 4 ~~Mg-	 f,1 

N Dg~ciptig 

144~~1A23 	 Suad a~ qurel rges otIcu 

232 Ing' a4ts of su-r~cs'ciue 	 to Le
 

25-3 	 dibuse duin'444own,644nts 

30 	 77 a(31Jul
 

7-777 

2024Mk fed rp4oevlat r 96 

d~Q~1 which spprpup to $2 millionW In~~ lans, 

11-2 Coinue toasit prearatio as
In thevvjwi 

(borwrs 77)2 
13-29 Caontiua ti(toi eaduprtes

(15~~ton from ultmatn.4 7jp
4(30 

15-30 Continue to udertakthend oe 
Iblitystd#tsupport up to 

16-3 Coninuabiitaicton fr o
borrowers. 

Sop.7). 
ol . .. ,. 

w. 774 
3@p.777
 

foam-

$2.4.
mfllion
 

wtultteIc
(22 Oct. 	77). 

17-'0 	 Continue to awlyxtao toeAppeovayfeas-ilt 
atulty oubtt~e to support up to llo 
$ilon i oas (is wt. 77)e 

1-33 Continue teotfnoprnd sip withlowts 
borrtowrrow" (35 Oct, 77 

22742 Continue to analyso loan uppoa faslity 
*2. million loans (OW Oiv.77) 

4,4,44o approve11ft Can 	 NQovt.Ions 7741. 

W 

4, 
-

_ 

ROOM 

ICAST 

_ 

I~ 

_ 

'1c4 
_ 

IC? 

Wti~tC 

CASCI 



.. ..
 

rDescription 
Aotcfl; 

29-38 Continue to identify and promote projeacts to CABEI-1t' <1*
38-45 be included In the program. Also assist in 

...

43462 	 the preparation of eligibility applications
from ultimata borrowers and process them. 
(15 Oct. 78), (15 Oct. 79)l (15 Oct.: 80). 

31-39 	 Continue to undertake and present to CADEI ICI39-46 feasibility studios.n negotiate for loans
46-53 with ultiuatu borrowers.

(22 Oct. 78), (22 Oct. 79), (22 ct. 80). 
33-40 Continue to analize for approval each Less- CABEt-ICI40-47 	 Ibility study submitted and prepare and sign 

47-54 	 oontracts with I0I for ultimate borrowers. 
A''(30 	 Oct. 78), (30 Oct. 79), (30 Oct. 80). 

16-42 Cont nue to disburse loans for *4 million CABE!
 
more to total $6 milnion. $4. 5 million from
 
ROCAP fu.nds and #1. 5 vaillion from CADEL~'
 
ffinds. (7 Nov. 78)
 

42-44 tlndortako annual ovaLiation. (15 Nov, 78). CABEI-ROCAP 

+: 42-49 Continue to disburse loans for 16.0 millioni,, ;t'?++++++ +: 	 CASEL+++ ++' + +? +?+ a+ ++ +++.++
+ ++ mare S +' ..9 +++++++++++++++++++,++ +to total 	#12. 0 million. .OmIllion ,++++++ +++++++
from ROCAP fuands Wa3n 0mllo from AEIbtP 	 L -+'d p + !i n +? +++++Y+ +++ + ) ii+:
+++ ah +a 	 +;++++:++


:++:++++++++i!:++it4. I+++:+++++, ++ 7i54;+:+a j . ..,h+xc,
49'-51 tlndortoke annual evaluavson. (15 Nov. 79). 

.,,. 

CABEI..ROCAP 

49-56 Continue to dibreloans for *8.0 million CASE! 
more to toti *20 million. Us5. Omilion4
from ROCP fuind, and $3.0 million from CABEU 

fuinds. 	 7 Nov. 810.. 

34-4 Continue to submit quarterly progress reports CABE!
41-48 Including a list of sui-projots sob@edulod to 

4866 	dibura dua~n the t ,owif 6 aoth 
...... 30 	O.ct...... .. .. 



'9' 

fr, 4 44* 	 NC-' 444 

.444-


0 f 64 

LO 4444'..'.-Description'No 	 i AActioni 

43-507No.9 
705 80 .Nov 

56-58 Undertake final evaluation and prepare end. ROWA
of-project report. 

OUTPUTS 

1. 	 Trained personnel In CADEI and Met managing 
the program. 

.42. Sysem for prtoject selection established between 

3. An agribusiness fund is established in CABEI. 

4.* A system for the financing of agribusiness throughthe Me!iscreated with at least 30 projects
financed. 

a) At least 3 projects financed 
b) At least 6 more pro~acts financed totalling 9
c) At 	least 9 more proects financea totalling 18

d) At 	least 12 more projects financed totalling 30
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CETFCAIN PRU.N O SECTIZON 61 a O H 
FOREIGN ASSISTAN.CMBACT O? 1961, AS AKEZNDED . 

I# LawreceE Hrisn the principval fiero h
 
-'Re or-Can ioa 1- ralAmercanProgamf ice-- OW"

having taken into conbiderationo among other things, 
the satisfactory record of the Central American Bank 
for Economic Integration ("ChBEV") in the maintenance
and utilization of the funds made available to ChBEt 
under previous loans, do hereby certify that in my
judgment CASE! has the financialo technical and human 
resource capabilities to effectively maintain and 
utilize the funds to be provided to CASEI by the United
States of America under the terms of the proposed Loan 
No.*596-0068 for regional rural agribusiness develop
ment. This Loan will channel funds through CASE! for 
re-lending to intermediate credit institutions that 
will, in turn, finance agribusiness activities which 

. 

will offer significant benefits for the rural poor.. 

Based upon the implementat ion record of other CASE!
loans and the planning which has gone into this pro
posed loan, CASE! can be excpcted to provide the nec
essary technical and human resources to effectively
administer the subloans and utilize the funds to be 
provided hereunder. The San'k will also provide sub-. 

. 

stantial funds for the Project. CABEX continues to
demonstrate to my satisfaction its awareness of its 
ongoing responsibilities for the efficient implementa
tion of AID loans. 

Lawrence Z. Harrison 
Director# ROCAP 

d
Iate 



a -~ ~ LOAN AUTHORIZATION 

Provided fromi, FAA Section 103I Funds 
''ABSIt R~egional Rural Agribusiness, Developmnt 

to th-A thor ty-v a e -i- -Dpt 

--- Coordinatoro, Alliahce for Progress .y~h Foreign 
-Ass istan~ce Act of 1961, as amnded#,and Ut*( delega
tions of authority issued thereunder, I hereby au
than:.a the establishment of a loan pursuant to
Part 1, Chapter 2, Title VX, Alliance for Prgress
of said Act, to the Central American Bank~ for Eco
nomic Integration (RBorrower")o of not to exceed
twelve and one half million United States dollars 
($15,000,000) to assist in financing the United 
States dollar and local currency costs of a program
("Program") to provide long-term financing and tech--

-

---

nical assistance through intermediate credit in~sti-- -

tutions (ICda) for the promotion, development andIexpansion of agribusiness enterprises in CentralAmerica.* The loan shall be subject to the following terms and conditions: 

1. Interest and'T'Mg of Reovmanti 

- -

Borrower shall repay the loan to the Agency for
International Development ("A.I.D.0) within thMrty
( 30) years from the date of the first disbursement 
under the loan, including a grace period of not to
exceed ton (10) years.* Borrower shall pay to
A.Z.D. in United States dollars on the disbursed 
balance of the loan interest at the rate of two 

- - percent (2%) per annum during the grace period and 
three percent (3%) per Annum thereafter, 

2.* Other Tema.and 22nditions; 

(a) Goods, services (except for ocean shipping)
and marine insurance finonced under the loan shall 



--
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CetlAfmerica 
 or~ in coIIuies included lin Code 

941 of the A4 .D. Geographic2 Code Book * : Marine 
insurance may. fianced. undrtwlon yi
it, is obtained on a comptitive basis and any
"claim thereunder ar ul-nfily,,fvrr _
iblecureois Oca ppig financed under
theoanm shall country iluddh e prouredin'an 

in Code 941 of the A.I.D. Geographic Code Book,
excluding the countries of Central America . 

(b) United States dollars utilizned under the
loan to finance local currency costs shall be made 
available pursuant to procedures satisfactory to " 

. 

vs A.Z.D. 

(c) Prior to the first disbursement or to the
issuance of any comitment documents under the Loan, 
Borrower shall, except as A.D4) may otherwise agree 
in writing, furnish to A.I.D. in form and substance 
satiofactory to AI.D.s 

(i) An opinion of the Chief Legal
Officer of Borrower or of other counsel acceptable 
to A.I.D. that this Agracment has been duly author
ized by the Board of Directors of Borrower and duly
executed on behalf of the Borrower, and that it 
constitutes a valid and legally binding obligation 
of Borrower in accordance with all of its termst 

(ii) A statement, duly authenticated, ofL
the names of the person or persons holding or acting
in the office(s) of Borrower and a specimen signature
of oach person specified in such statementl 

(iii) A plan for the objective and coempre
honsive review of all sub-loans proposed to be made 

-- by Borrower,t..~* -to () assure0Jr~ ie+a:+ transac-±x.oelthat such proposed
lle 

+++xs+-iV+
 
--: 1 +.
 r O+t d r++ + i m ,+ -x++-- ::++r: % : j ++J+ +-++ + O" l ++I" :+" i 's +'j:+ + ++.+ +.j~ji+tions 

.m  

are economically justified and technically 
.+.. 

. .
 ....
 

soundi 
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__ S-k sk4I Ss'an 

S(vi) ofrw
Cifi ede 'cpes thetororat 

policie ofaBrowerieia sub-bprowedrs au

bae follopredt tahriing and oniztonalb 
arrlangemnt to ensur 
th fiinamnsrto
 

th orteof) pln erodcauit* 

. chrter outine ithedPropetiessen Fcroramoft 
(PPiand b-a.o orwradalhb 

ascI.opeeroisehegrpesinig,
poie oBorrower, anora sub-borrower aIC

(d) i Cextefie 
-


ade aprpitUtaffine ADloanizns atinyala 
Saloangefuns to enueahyefcinadministrationo ooain x 

pesofe rroe ran ubbrr:r 
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(Ui) Utilize AID funds to finance working
ttt~t1~Capital except for the purchase of raw materials-or
 

for~inacin.-t szepansion of an existing apribtsites
 

(iii)~ Permit t.,e use ofD ud tq. finance 
any sub-pzoj eat or to make, any sub-loanin excessog
two hundred thousand United States dollaWs ($2000400i :z),$ 

or he crr n i~valent thereofe,or the combinedoclUnited Stte doyequ l curecquvlnlteef 
(e) AftS: the ccinitment of two und one hal
 

million United States dollars ($2,500,000) of loan
 
funds, and thereafter when successive comitmmnts
 

4totalling two and one halt million United States
 
Collars ($2,500,000) have occurred, AID and the
 
Borrower shall hold a joint review of the progress of the
 
Program.
 

tf ROCM'will review and approve all projects
submitted for financing until two Ad one half million 
United States dollars ($2,500,000) of AID funds have
 
bean comitted.
 

(g) Repayments of principal from AID funded
sub-loans may be used only for those pueses and 
pursuant to the same general procedures frwhich 
the AID loon funds were originally made available. 

(h) The loan shall be subject to such other 
toerm and conditions as AID may deem advisable. 




