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Amman, Jordan 

Dear Mr. Al-Jaben: 

RE: Final Report for Technical Assistance to the Jordan Loan Guarantee Corporation, 
Contract No. 278-1-00-96-90524-04, TO # 02 

We are pleased to submit our Fmal Report for the techcal  assistance task order to the Jordan 
Loan Guarantee Corporatron with ths  letter We enjoyed worhng with you on tlvs project, 
and look forward to future associations. 

If you have any comments or questions on this report, I would welcome hearing from you. 

Best regards. 

Smcerely, 

Bharat Bhargava 
Principal, Asia and Middle East Region 
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Introduction and Scope of Work 

In May of 1997, International Business and Technical Consultants, Inc. (IBTCI) under U.S. 
Agency for International Development Contract No. 278-1-00-96-90524-04 provided a Training 
Advisor to the Jordan Loan Guarantee Corporation, Ltd. (JLGC) for a period of approximately 
six months The purpose of this advisory position was to strengthen organizational capabilities 
of the JLGC in its task to provide guarantees to banks for small business loans and pre- and post- 
shipment export credits The Training Advisor was to achieve this objective by providing 
technical assistance and training to JLGC personnel and loan officers of Jordanian Banks The 
scope of work, in task form, is presented in Table 1 below. 

Scope of Work - Tasks 

Conduct a rapid assessment of JLGC operations and adherence to manuals and 
international standards of operations. 

Assess training needs. 

Define course materials. 
-- 

a Design a series of workshops, seminars, and lectures to meet needs. 

a Participate in selection of candidates for training courses. 

Evaluate the traimng program through course questionnares and personal 
interviews. 

Complete training manual in English suitable for translation into Arabic on 
professional procedures in export credit and loan guarantee operations. 

a Provide regular briefings for the JLGC Director General on the progress of 
training activities. 

Ths  Final Report documents the extent to whch the above tasks have been achieved. It also 
includes recommendations for additional training and technical assistance deemed necessary for 
JLGC to meet all international standards common to export credit guarantee agencies Training 
manuals suitable for translation into Arabic have been prepared in export credit and loan 
guarantee operations. They have been presented separately to the JLGC and are not included in 
this final report Overhead transparencies and floppy disk copies of this material have been 
delivered to the JLGC. 

International Busmess & Technlcal Consultants, Inc 

3 



Techntcal Support Sew~ces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporation 

Training: An Ongoing Investment in Human Capital 

As personnel, products and processes change or are added at JLGC, it is important to note that 
training is an ongoing task, necessary for the normal maintenance of human capital. The training 
imperative is even more applicable in the case of JLGC because it is beginning to identify its 
market niches, and it is also charged with the added social responsibility of increasing 
employment and mitigating poverty in Jordan. 

However, the nature of the JLGC l~mits its ability to achieve these two formidable 
responsibilities to indirect means. The first of these is to provide guarantees to banks in order to 
encourage them to lend to small and medlum sized businesses on the margins of bankability. 
The second is to extend credit guarantees directly to exporters. While the JLGC can provide 
guarantees to existing businesses, it has the further mandate of seeking out those businesses that 
are new or are attempting to reach out to new and non-traditional markets, both those that sell 
domestically and internationally. 

In a very real sense then, the JLGC is charged wth creating its own market, a task that can only 
be achieved by developing a high level of professional skill necessary to develop and deliver its 
guarantee products to the banking and exporting communities in Jordan 

Training Objectives 

The ultimate objectives of all training courses must meet the mission statement of the JLGC, its 
corporate objectives and the personal objectives of the recipients. Accordingly, the Training 
Advisor focused his efforts on providing trsuning in topics that would facilitate the JLGC's 
ability to achieve the following: 

Understand and define creative financial transactions, both domestic and international. 
Facilitate the conceptualization and development of creative security and collateral 
arrangements among bankers that include JLGC products. 
Prudently expand JLGC export credit and small business loan guarantees through enhanced 
underwriting skills. 
Open a dialogue wth  those market sectors that facilitate JLGC product development and 
expand markets for Jordan and employment for Jordanians. 

These are basics that can provide a strong basis for all future training efforts by, and for, all 
JLGC personnel. 

Methodology 

Methodologies used by the Training Advlsor vaned according to the task at hand. Significant 
differences are noted below 

International Busmess & Technical Consultants, Inc 
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Rapid Assessment of the JLGC 

To perform the rapid assessment, the Training Advisor reviewed a number of written materials. 
These included the English versions of the JLGC Annual Reports for the period 1994 - 1996, and 
selected intenm data though May 3 1, 1997. For purposes of this Final Report, statistical data 
presented in the Assessment has been updated by the JLGC through September 30, 1997. 

In addition, the "Report on the Feasibility of Establishing an Export Credit Guarantee Facility in 
Jordan" written by First Washington Associates in May of 1995 was reviewed. This included 
related manuals of procedures, existing JLGC manuals of procedures for the Loan Guarantee 
Program, the pre- and post-shipment Export Credit Guarantee Programs, and other proprietary 
materials. 

The Training Advisor also interviewed members of the management and line personnel of the 
JLGC in order to clarify and verify the status of JLGC operations and its compliance with 
internahonal standards. The Rapid Assessment was presented to JLGC and USAID June 11, 
1997 (See Appendix I). 

Training Course Development 

The training criteria and delivery techniques were developed on the basis of the Training 
Advisor's experience. This experience was adapted based upon information gathered from 
management and personnel of the JLGC and others involved in the financial and development 
community in Jordan. In this regard, acknowledgment and thanks must be extended to the 
Institute of Banking Studies in Amman, the Queen Alia Fund, and many members of the banking 
and business community. 

Assessing Training Needs 

Assessing training needs requires market analysis. It is imperative to define the consumer and 
his needs. The scope of work adequately defined the basic needs of the JLGC, the bankers, and 
the exporters. Together they form the market for Jordan Loan Guarantee domestic and pre- and 
post-shipment products. They naturally became the "consumer" to whom the Training Advisor 
had to address his efforts. The matrices below represent this assessment. 

Intemat~onal Busmess & Techn~cd Consultants, Inc 
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ASSESSMENT OF TRAINING NEEDS 
Course Selection I Audience I 

I 

UNDERWRITING SKILLS 

and Income Statement 
Credit and Cash Flow Analysis 

Accounting and Ratio Analysis 
Common Size Analysis - B S 

Balance Sheet Logic I I I I - 
Worlung Capital versus 
Working Investment Analysis 
International Trade 

JLGC 

Documentation 
Structuring Pre-S hipment 
Credit 

BAMKS 

Credit I 

EXPORTERS 

Structuring Post-S hipment 

ASSESSMENT OF TRAINING NEEDS 
MANAGEMENT OF DOMESTIC LOAN, PRE-SHIPMENT AND POST-SHIPMENT 
EXPORT CREDIT, GUARANTEES 

1 

I Course Selection I Audience 
1 I JLGC 

I pricing 
I 

I 
I General Portfolio Management I 
I Reserving for Losses I 
Reinsurance issues 
Legal and claims issues 

BANKS EXPORTERS = 
Based upon this range of trsumng opportunity and the audiences identified, the Training Advisor 
consulted with the management of JLGC to choose among the alternatives In addition, input 
fiom senior management from the Institute of Banking Studies was seriously considered so as to 
avoid duplication of effort. The course curricula and content developed fiom these efforts 

Course Curricula and Content 

The Training Advisor designed and presented formal training courses on the following topics: 

A Review of Accounting, Ratio Analysis and Balance Sheet Logic 
Trade Finance: Case Studies in Pre- and Post-Shipment Financing 
Loan Guarantee Program and Cash Flow Analysis 

Internat~onal Busmess & Technlcal Consultants, Inc 
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Loan Guarantee Program and Small Business Lending 
Business Usage of the World Wide Web 

A Review of Accounting, Ratio Analysis and Balance Sheet Logic (See Appendix I1 for 
course outline). 

An outline of the content of A Review of Accounting, Ratio Analysis and Balance Sheet 
Logic follows: 

Time: 13.30 to 15 00 

June 17,1997 
Introduction and Overmew 
The Language of Accounting 
The Accounting Equation 
"Tn Accounts 
The Chart of Accounts 

June 18,1997 
The Balance Sheet Structure 
Asset Quality 
Liability Quality 
Fixed Asset Efficiency 
Equity. What is it? 

June 21,1997 
The Income Statement 
Relationship to the Balance Sheet 
"T" Accounts Exercise 

June 22,1997 
Ratios Defined 
Balance Sheet Ratios 

June 23,1997 
More Balance Sheet Ratios 
Horizontal Ratio Analysis 
Vertical Ratio Analysis 

June 24,1997 
Case study in Balance Sheet Ratios 
Balance Sheet Logic 

June 25,1997 

Internat~onal Busmess & Techn~cal Consultants, Inc 
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Income Statement Ratios 
Relationship of Assets and Equity 
Efficiency Ratios 

June 28,1997 
Case Study in Income Statement Ratios 
Income Statement Logic 

June 29,1997 
Review of Balance Sheet and Income Statement Logic 
Case Study, if time permits 

Trade Finance: Case Studies in Pre- and Post-Shipment Financing (See Appendix I11 for 
course outline. This Appendix provides a complete training manual in export credit and loan 
guarantee procedures). 

An outline of the content of Trade Finance: Case Studies in Pre- and Post-Shipment 
Financing conducted in cooperation with the Institute of Banking Studies in Amman follows: 

Time: 9 00 to 12:OO September 13 - 17,1997 

Day 1 
9:OO - 10:15 
Introductory Remarks 
Course Objectives 
Marketing Products and Services Across Borders 

10:15 - 10:30 Refreshments 
10:30 - 12:OO 
Buyer and Seller Relationships 
Methods of Payment 
Methods of Settlement 
Documentary Collections 

Day 2 
9:OO - 10:15 
Common Documents Presented with Collection Orders 
Default under a Collection and Exporter Alternatives 
Protest 
Country Risk 

10:30 - 12:OO 
Export Letters of Credit 

Internat~onal Busmess & Technical Consultants, Inc 

8 



Techn~cal Support Serv~ces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporation 

Day 3 
9:OO - 10:15 
INCOTERMS 
Types of Letters of Credit 
Bankers' Acceptances 

Refreshments 

10:30 - 12:OO 
Time Line of Trade Transactions 
Pre-shipment Loan Guarantee 
Borrowing in Foreign Currency 

Day 4 
9:OO - 10:15 
The Pre-shipment Loan Guarantee Application Process 
Claims Procedures 
Claim Payment 

10.15 - 10:30 Refreshments 

10:30 - 12:OO 
Post-shipment Export Financing 
Commercial Risks 
Political Rsk  

rC Day 5 
9:OO - 10:15 
JLGC Post-shipment Guarantee Program 
The Post-shipment Export Credit Guarantee Application Process 
Claims Procedures 
Claim Payment 

10:15 - 10:30 Refreshments 

10:30 - 12:OO 
Case Study and Review of Concepts 
Course Evaluation Questionnaire 

International Busmess & Techn~cal Consultants, Inc 
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Small Business Lending and Cash Flow Analysis (See Appendix IV for course outline). 

An outline of the content of Small Business Lending and Cash Flow Analysis 
follows~ 

Time: 14:OO to 1500 each day 

October 6,1997 
Purpose of Course 
Identify the characteristics of small business 
Examine reasons for borrowing 
Examine ability to repay 
Review use of JLGC forms 10 111 02 

October 7,1997 
Characteristics of Small Business 
Develop classical definitions of AssetJLiability, Income, and Human Resource 
structure 
Adapt classical defimtion to Jordanian context 
Competitive Analysis 
Management Analysis 

October 8,1997 
Critical Financial Analysis Ratios 
Case study for application of ratios 

October 11,1997 
Cash Flow for Small Business 
Case study for developing cash flow for small business 

October 12,1997 
Case study for participants to analyze and present 

Internabonal Busmess & Techn~cal Consultants, Inc 
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Business Usage of the World Wide Web (See Appendix V for course outline). 

Business Usage of the World Wide Web was an ad hoe workshop presented based upon 
expressed demand by participants in the trade finance seminar. Seven bankers fiom 5 banks and 
three exporters fiom 2 exporting companies attended. The Head of the JLGC Computer Section 
and the Training Advisor jointly presented it. No formal outline was presented, but workshop 
materials are included in the Appendices of this Final Report. 

The Loan Guarantee Program and Small Business Lending 

On October 25th a one-day seminar on The Loan Guarantee Program and Small Business 
Lending was presented to a number of bankers. This was held at offices of the JLGC and jointly 
presented by the Head of the JLGC Counseling Services Department An outline of this one day 
sermnar follows. 

Schedule 

8:30 - 10:30 Introductions and Characteristics of Small Business 
Elements of Competitive Analysis 
Elements of Management Analysis 

10: 30 - 10:45 Break 

10:45 - 12: 15 Elements of Common Size Analysis 
Critical Financial Analysis Ratios 
Case Study Analysis 

12:lS - 13:30 Cash Flow Preparation for Small Business 

13:30 - 15:OO Lunch Break 

1500 - 16:OO Case Study in Cash Flow Analysis 

16:OO - 17:OO Case Study in JLGC Loan Guarantee Process 

Intemat~onal Busmess & Technical Consultants, Inc 
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Lists of Participants 

Sixty-seven participants attended one or more of the seminars and workshop presented. Among 
these were 16 members of management and staff of the JLGC, 41 bankers from 20 separate 
banks, including members of the Central Bank of Jordan, and 10 managers fiom 7 exporting 
companies. 19% of the attendees were women, 8 1 % men. 

The bankers represented a wide range of financ~al specialization There were division heads 
from domestic and international banlung; cred~t officers to small, medium, and large borrowers, 
a manager of human resources, letter of credit officers, and a consumer finance executive 

A comprehensive list of these participants is presented in Tables 2, 3, 4, and 5. These tables 
show the name of the participant, the course attended, professional affiliation, and title. Every 
effort has been made to present correct English Spelling of Arabic names An apology is 
extended for any inadvertent errors in this regard. 

Table 2 

JLGC Personnel 

Sheet Logic (10 Participants) 

Mr. Nizar Al-Ashkar 
Mr. Hosam M. Jumaa 

Small Business Lending and Cash Flow 
Analysis (12 Participants) 
September, 1997 
Mr. Walid I Abuzir 
Mr. Mohammed Al-Momani 
Mr. Nizar Al-Ashkar 
Mr Hosam M Jumaa 

I Mr. Khaldoun M. Khalaf I I 
I Mr Mohannad Al-Sa'udi 1 

I Mr. Ahrned Al-Qaddoumi I 

Mr. Omar H. Alawi 
Mr Hamdi Al-Ejel 
Mr. Fand Karayrneh 

Mr. Ibrahim Qasim 
Ms. Maha Al-Nsour 

Mr. Ghassan Al-Bukhari 1 Mr. Ghassan Al-Bukhan 

Mr. Mohannad M. Al-Rashdan 
Mr. Faea R. Nassar 

International Busmess & Techn~cal Consultants, Inc 
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Table 3 

Trade Finance: Case Studies in Pre- and Post-Shipment Financing 

33 Participants - September 13 - 17,1997 

I " z 
- ~ - - -  

I Ms. Hala N. Ma'ayta I D~vision Head I Cairo Amman Bank 

Name 
Mr Khalid W. Dajani 
Ms. Lubna N. Nabulsi 

I Ms. Randa S. Aibef 
I I 

I Clerk I Jordan National Bank 

Title 
Manager 
Manager. Trade Finance 

Ms. Reem R. Al-Khaldi 
Mr. Jamil M. Attar 
Mr. Khaled F. Kakish 

Affiliation 
Citibank 
Cairo Amman Bank 

Romman I 

Controller 
Assistant Manager 
Clerk 

Mr. Haval H. Zaza 
Mr. Jerjes B. Sweiss 
Mr. Tha'er W. Bakri 
Mr. Mazen S. A. Al-Taher 
Mr. Issa I. Barhourn 
Ms. Laila Sh. Dayeh 
Mr. Ahrnad A. K. Abdur-Rahiem 
Mr. "Ala'a Eldin" Moh'd s KH. 

Al-Tamimi 
Mr. Sameh M. Al-Shanti 
Mr. Mohammad Ramadan Y. 

Odetalla 
Mr. Kamal H. Hashem 
Mr. Abul Raheem S. Abu- 

Jordan National Bank 
Jordan National Bank 
Jordan Gulf Bank 
Jordan Gulf Bank 
Jordan Gulf Bank 
Jordan Gulf Bank 

Cairo Amman Bank 
Jordan Kuwait Bank 
Jordan National Bank 

Assistant Section Head 
First Officer 
Letter of Credit Officer 
Letter of Credit OfPicer 
Letter of Credit Officer 
Letter of Credit Officer 
Credit Officer 
Credit Officer 

Credit Officer 
Assistant Head of Department 

Assistant Head of Department 
Assistant Head of Department 

Arab Bank I 
Arab Bank 

Mr. Shafig Kh. Al-Abed 
Mr. Farouq Y. Al-Hares 

Mr. Hatem H. Shehab 
Mr. Yousef R. Abdelaziz 
Mr. Mohanned H. Attan 
Ms. Reem H. Goussous 
Mr. Sadi M. Al-Darras 
Mr. Suhail A. Asfour 
Mr. Tarnader Arafat 

Head of Division 
Assistant Department Head 

Credit Officer 
Credit Officer 
Credit Officer 
Economist 
Manager 
Manager 
Manager 

I - I Mr. Nayef F. Kassis 
I 

I Financial Manager I Hikrna Pharmaceuticals 

Central Bank of Jordan 
Cities and Villages 
Development Bank 
Bank of Jordan 
Bank of Jordan 
Bank of Jordan 
Umted Group 
UMEX Co. 
Jordan Carbonate Co. 
Betna Co. 

Mr. Mahmoud A. Abu Rub 
Mr. Samih I. Habaibeh 
Mr. Khalid J Abed-Rahim 
Mr. Khalid A. Hassan 

Intematlonal Busmess & Techn~cal Consultants, Inc 
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Vice President 
Manager 

Betna Co. 
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Table 4 

JLGC Workshop: Business Usage of the 'WWW 

I Name 1 Title I Affiliation 1 
Ms. Lubna N. Nabulsi 
Ms. Hala Ma'ayta 
Mr. Abdul Raheem S Abu-Romman 

Manager, Trade Finance 
Division Head 
Assistant Head of Department 

Cairo Amman Bank 
Cairo Amman Bank 
Central Bank, Jordan 

Mr. Yousef R. Abdelaziz 
Mr. Hatem H. Shehab 

Jordan Carbonate Co. 

Credit Officer 
Credit Officer - -- 

Mr. Jamil M. Attar 
Mr Sameh M. Al-Shantl 
Mr. Suhail A. Asfour 

I and colleague I Systems Manager I I 

Assistant Manager 
Credit Officer 
Manager 

1 Mr. Mahrnoud A. Abu Rub I Manager 1 Betna Co. I 

Table 5 

Loan Guarantee Program and Small Business Lending 

Name 
Mr. Ahmad Fahmi Al-Alem 
Ms Mona A1 Ghazawl 
Ms Rabab Abbadi 
Mr. Hashem Abu Hanak 
Mr. Yousef A1 Nawaiseh 

Mr Sarner Haddad 
Mr Hekmat Mohanna 

Title 
Credit Officer 
Chief Personnel Dept. 
Credit Officer 
Credit Officer 
Division Chief, Small 
Industrial and 
Handicrafts 

Mr. Vladimir Ahmad 

Ms. Hanada Shekakhwa 
Mr. Shaker Jarallah 
Mr. Abdullatif A1 Tarabeen 
Mr. Mohammad Ayesh 

Mr. Yousef Mousa Kandah 

Consumer Finance 
Executive 
Credit Officer 
Credit Manager 
Credit Officer 
Supervisor, Credit 

Mr. Khaldoun Audeh 
Mr. Fadi A1 Abedi 
Mr. Mohammad A1 Quraan 

Department 
Credit Officer 
Credit & Marketing 
Officer 
Corporate Credit 
Manager 
Credit Manager 
Investment Banker 
Credit Officer 

Affiliation 
Export and Finance Bank 
Export and Finance Bank 
Union Bank 
Jordan Kuwait Bank 
Industrial Development Bank 

British Bank 

Jordan Bank 
Jordan National Bank 
Housing Bank 
Middle East Investment Bank 

Arab Banking Corporation 
Cairo Amman Bank 

Jordan Gulf Bank 

Arab Jordan Investment Bank 
Jordan Investment ~ a n k  

, Arab Land Bank 

Internat~onal Busmess & Techn~cal Consultants, Inc 
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Compilation of Participant Evaluations 

The compilation of participant evaluations as to content and methodology is self-explanatory. 
There is no reason to doubt the candor of all respondents to the questionnares used which, with 
one exception, were designed by the Training Advisor. The exception occurred because of the 
preference of the Institute of Banking Studies to use its own form, and the opinion of the 
Training Advisor that the Institute's format included comparable evaluative criteria 

A Review of Accounting, Ratio Analysis and Balance Sheet Logic 

Participant evaluation of A Review of Accounting, Ratio Analysis and Balance Sheet Logic is 
detailed in Table 6. A summary of that table is represented below. For evaluation purposes, 1 is 
deemed Excellent, 2 Very Good, 3 Satisfactory, 4 Poor, and 5 Unsatisfactory for all positive 
statements. The numerical values may be reversed for the few statements that use such words as 
'less," "not," "underestimated".' 

Evaluation Summary - Table 6 
Overall Percentage Ratings 

Excellent Unsatisfactory 

I OVERALL PERCENTAGE 1 27.9 1 36.6 1 24.5 1 9.4 1 1.6 I 

- 

Subject Matter 
Utility of Subject Matter 
Facilities/Logistics 
Participants 
Trainer 

Overall, 89% of participants found this first seminar to the JLGC staff good, very good or 
excellent. Focusing on only the subject matter, its utility and the performance of the trainer, 
90.6% of the parhcipants thought that these three fell into the categories of good, very good, or 
excellent. 

Looking at more specific points in the evaluation, eight of ten participants responded to most 
questions. The occasional missing response was considered oversight and not intentional on the 
part of the respondent. Absence during the last class was the reason for only eight responses. 
Assuming "3" to be "satisfactory", the overall response was more than satisfactory. 

1 
27.2 
11.4 
40.6 
20.0 
42.5 

In the 16 areas related to the Subject Matter, overall response indicates participants understood 
the subject matter being presented. There is no way in this evaluation to measure the affect of 
prior knowledge of the concepts presented in this result. It was likely significant. For example, 

- -  -- 

' Negative statements were elunlnated from the evaluation of subsequent questionna~res in order to facilitate 
numerical measurement of responses 

2 
35.2 
44.3 
31 2 
37.0 
34.5 
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28.8 
33.0 
9.4 
28.6 
14.9 

4 
8.8 
10.2 
15.6 
8.6 
6.9 

5 
0 
1.1 
3.1 
5.7 
1.2 
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two out of eight respondents, 25%, did not understand the difference between working 
investment and working capital, and two respondents did not see how the subject applied to 
small business. Working capital and working investment are financial statement analysis 
concepts for which prior training would have been an important factor in understanding this 
abbreviated presentation. 

Looked at from another perspective, this could also be attributed to a problem in the trainer's 
presentation of the case studies. This conclusion can be reached by comparing the response to 
the case study statement in the "Trainer" section of the evaluation to the case study statement in 
the "Subject Matter" section. In the "Trainer" section, 25% of respondents were not satisfied 
with the trainer's ability to make the point in the case studies. At the same time, all respondents 
considered the case studies relevant in the "Subject" evaluation All things being equal, one 
would expect that if the case studies were relevant and the trainer did an excellent job, the 
difference between working capital and working investment and relevance to small business 
should have been clear. 

Refemng again to the "Subject Matter" section, the overall "middle-of-the-range" choice to the 
statement, "The importance of management in the control of the conversion cycle is clear to me" 
indicates a clear level of uncertainty on this topic among participants If this is the case, then 
eight of ten JLGC participants only received a "satisfactory" understanding of the importance of 
management in the business cycle And in the Jordanian market, the importance of management 
is critical. 

In short, in this first seminar to JLGC personnel, the subject matter and the trainer's presentation 
need to be reviewed to increase understandmg small business cycles, and the importance of 
management in the practice of small business, by participants. 

In the area of the "Utility of the Subject Matter", the overall rating was more than satisfactory. 
63% of the respondents indicated that they would use more than half of the material presented in 
their daily work. 50% considered the material good background and 63% thought the material 
included new analysis tools that could be applied to daily work. 75% thought the subject matter 
would have use outside JLGC work and would assist in communicating with clients. 

The "Facilities and Logistics" were generally acceptable, although half the class thought a 
different time slot to be better. No specific times were indicated 

Participants strongly believed that the class could have been separated into different groupings. 
Personal familiarity with the participants together with a single participant's comment leads one 
to attribute this preference to educational backgrounds as opposed to employment function. 
Participants were satisfied that the trainer understood their level of knowledge and recognized 
their requirements. 
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Table 6 
Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluation. Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages 
by simply putting an "X" in the appropriate box As ths  is an opinion poll and value judgments 
are required, the operatzve words are in Italzcs. Numerical gradations are self-explanatory. 

Second: At the end of this evaluation, where your comments are solicited, please indicate any 
M h e r  criticisms, general comments on, or methods for, improving the course. Please identify 
each criticism, complement, or improvement according to the categories shown below. 

Subiect Matter Agree Disagree 

The difference between cash and accrual accounting was clearly presented. 
The concept of debits and credits is clear, 
The relationslup between the balance sheet & income statement is clear. 
The importmce of management in the control of the conversion cycle is 
clear to me, 
Horizontal analyses of the balance sheet and income statement were clearly ( 2  1 2  1 3 1 1 I 

presented. I I I I I  

presented. 
Brrfance sheet logic was clew& presented, 14 
Vertical analyses of the balance sheet and income statement were clearly I 1 

2 
4  

me. I I 

Ratios and ratio analysis was clearly presented, 
Reasons for short- or long-term lending is clear to me. 
The differace between warking investment and working capital is clear to 

1 3  
1 2  
3 

Ratio analysis is clear to me. 
B a l m  sheet logicb clear to me. 
I understand "T" accounts and how to construct a balance sheet and income 
statement. 

L - I 1 I 

It is clear to me how this material catt be applied to smafl businesses, 2 2 i 2  f 2  1 - P. 

I I 

3 

- . . . . - --- - -- - . 
I I I I 
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A &on credit d y s i s .  language has been created among participmts. 
The case studres and examples were relevant. 

4 

5 

1 2 1 4  11 
2 1 4 1 2  1 





Techn~cal Support Serv~ces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporation 

Table 6, continued 

Trainer Agree 
1 a *  12' 

u I 1 

The trainer underestimated the knowledge of wart~ci~ants. I 11 

The trainer was well prepared. 
ne trainer was an t h e .  
The trainer was always available to provide assistance. 
The teaching aids, audio and visual, were well chosen and appropriate. 
The trainer overestimated the level of knowled~e of ~ a r t l c ~ ~ a n t s  

-- 

The trainer had a good sense of participant requirements. 1- 
The trainer adiusted to constructive criticism. 11 16 

7 
8. 
8 

3 

1 

4 
3 

Case study and/or examples were well chosen to make the point. 11  14 

The trainer answered all questions and/or researched those reqmred. 
The trainer achieved balance between theorv and ~ractice. 

Disagree 

E 
PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF 
INSTRUCTIONS ABOVE. PLEASE WRITE CLEARLY AND REMEMBER TO 
GROUP COMMENTS INTO ONE OF THE CATEGORIES ABOVE WHEN THAT IS 
APPROPRIATE. 

5 
3 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT 
STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 

3 
3 

The followzng comments were made on the course These were made by one zndzvidual, the 
identzty of whzch, by design, zs unknown 

I Teaching az& were good, but the board space was too small Some zdeas require more than 
one paperboard page and then informatzon that was wrztten on it could be arranged more 
logzcally. 

2 I suggest that the class be dzvzded into different groups because of the dzflerent backgrounds 
of the trainees and their previous knowledge of the material dzscussed 

3 I suggest also to have applicable examples(case studzes) to solve that are related to our loan 
envzronment and banktng system zn Jordan 
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Loan Guarantee Program and Cash Flow Analysis 

Table 7 represents the evaluation of the seminar in Small Business Lending and Cash Flow 
Analysis presented to JLGC staff members shown in the right hand column of Table 2. The 
purpose of presenting this analysis out of chronological order is to maintain the reader's thought 
process on essentially the same audience whose seminar evaluation is presented in Table 6, and 
named in the left hand column of Table 2. 

Only 7 of 12 participants submitted evaluations. This is because the difficulty in the exclusive 
use of the English language required that these evaluations be translated among participants and 
turned in the following day In the interest of anonymity there was not an easy method to 
determine who did not turn m an evaluation One of the five miss~ng evaluations was that of a 
Senior Manager whose time constraints prohibited completion and who made a personal 
comment that the presentation and material was excellent overall One is loathe to conclude that 
the other four were disinterested. Only the evaluations returned were counted. 

A summary of Table 7 is presented below. 

Evaluation Summary - Table 7 
Overall Percentage Ratings 

Excellent Unsatisfactory 

Subject Matter 
Utility of Subject Matter 
Facilities/Logistics 
Participants 
Trainer 

Overall, 97% of JLGC personnel found this second seminar good, very good or excellent. 
Focusing on only the subject matter, its utility and the performance of the trainer, 98.4% of the 
participants thought that these three evaluative criteria fell into the categories of good, very good, 
or excellent. Overall ratings improved over the first seminar. 

I OVERALL PERCENTAGE 

Looking once more at more specific points in the evaluation, seven of twelve participants 
responded to most questions. In the 11 areas related to the Subject Matter, overall response 
indicates participants understood the subject matter being presented to a greater degree than in 
the first seminar. 61% of the respondents rated the subject excellent, 32.5% very good, and 6.5% 
good. There were no "poor" or "unsatisfactory" ratings. 

1 
61.0 
27.4 
53.6 
47.0 
78.6 

52 6 1329 111.5 12.0 11.0 

This is particularly gratifling when one considers that 95 2% of respondents considered the 
utility of the subject matter to their job, JLGC clients, and services to be good, very good, or 
excellent 

\ 
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2 
32.5 
46.8 
32.2 
26.5 
19 0 

3 
6.5 
21.0 
7.1 
20.6 
2.4 

4 
0 
1.6 
7.1 
5.9 
0 

5 
0 
3.2 
0 
0 
0 



In short, this second seminar to JLGC personnel represents marked improvement over that of the 
first. Returning again to the area of the "Utility of the Subject Matter," 66% of the respondents 
indicated that they would use more than half of the material presented in their daily work. 100% 
considered the material very good or excellent background and thought the material included 
new analysis tools that could be applied to daily work. 

The "Facilities and Logistics" were generally acceptable, although comments about holding 
sessions in the morning rather than after work came from more than just the person documenting 
that preference 

Participants rated their own performance h~gher than in the first seminar 
endorse that rating. Participation was more intense and animated. 100% 
indicated that the tramer understood their requirements. 

As trainer, I can 
of the participants 

Table 7 

Jordan Loan Guarantee Corporation, Ltd. Training Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the training course that you have just 
completed. Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner. 

First: Respond to each of the questions in the traimng program categones on the following pages 
by simply putting an "X" in the appropriate box As ths  is an opinion poll and value judgments 
are required, the operatzve words are in Italrcs. Numerical gradations are self-explanatory. 

Second: At the end of this evaluation, where your comments are solicited, please indicate any 
further criticisms, general comments on, or methods for, improving the course. Please identify 
each criticism, complement, or improvement according to the categories shown below. 

Subject Matter Agree 
I1 I 2  

Characteristics of small business were clearly presented. 
Competitive analysis was clearly presented. 
Management ansilysis was clearly presented. 

Reasons for short- or long-term lending is clear to me 14 12 

The importance of management in the control of the conversion cycle is 
clear. 
Comnon size analysis was clearly presented. 
Cash flow for small busmess was clearly presented 
Selected ratio analysis was clearly presented. 

Disagree 

6 
4 
5 
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2 
2 

3 
4 
6 

6 

3 
3 
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Technical Support Services (TSS) IQC Contract 
The Jordan Loan Guarantee Coroorat~on 

Table 7, continued 

Trainer Agree Disagree 
11 12 13 14 15 1 , I I I I 

The trainer was well prepared, I S  12 1 I 1 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF 
INSTRUCTIONS ABOVE. PLEASE WRITE CLEARLY AND REMEMBER TO 
GROUP COMMENTS INTO ONE OF THE CATEGORIES ABOVE WHEN THAT IS 
APPROPRIATE. 

- * 

The trainer was on time. 
The teaching aids, audio and visual, were well chosen and appropriate. 
The trainer had a good sense of participant requirements 
The trainer answered all questions to my satisfachon. 
The trainer achieved balance between theory and practice. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT 
STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 

The followzng comments were made on the course These were made by one zndzvzdual, the 
identity of whzch, by deszgn, is unknown 

1 This course was good and I get a new informatzon 

1 

6 
5 
7 
6 
4 

2 The tzme of the class every day v better to get zt m the mornzng not after the work tzme 

I 

1 
2 

3 
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Trade Finance: Case Studies in Pre- and Post-Shipment Financing 

Table 8 represents the evaluation of the seminar in Trade Finance: Case Studies in Pre- and 
Post-Shipment Financing presented to bankers and exporters at the Institute of Banlung Studies 
in Amman The table below is an exact representation of that prepared by the Institute. The 
analysis follows that format. Participants are listed in Table 3. 

Table 8 
Institute for Banking Studies 
Course Evaluation of Trade Finance Seminar 
I. Seminar Material Poor 1 Satisfactorv 1 Good I Verv Good 
Text Material Adequacy 
Coordmation & Correlation 
Contribution to Goal Attament 
-- 

Information Value m Work Area 
Inclusion of Practical Applications 

Total 

Percentage % 

11. Lecturer's Evaluation 
Ab111tv to Convey Informat~on 
Degree of Capabdity In Subjects 
Degree of Effectweness and 
Interaction wlth Participants 
Range of Success in Tramng 
Methods Selection 

Total 

Percentage % 

111. Duration & Seminar 
Location 
Time Suffic~ency 
Appropriate Timing of Seminar 
Appropriate Location 

Total 

Percentage % 
IV. General Evaluation C1-k m 
Total 
Percentage 
V. General Evaluation (I + I1 + III) 
Total - - - ~ ~ -  

Percentage % 
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It is noteworthy that for this particular seminar, senior management of the JLGC and the Institute 
of Banking Studies insisted that a major objective of the trainer must be that the materials 
presented meet the test of incremental value to an already well-trained audience. The best 
indication that this objective was achieved is that 87% of the 31 respondents considered the 
seminar to be a good (42%), very good (29%), or an excellent (16%) contribution to their own 
goal attsunment. 

USAID, in a similar manner, charged the training advisor to remember that traimng must be 
retained to be valuable. Self-interest is the best motivation for retention This same 
"contribution to . goal achievement" is solid evidence that the material presented in the Trade 
Finance seminar is likely to be retamed. 

Table 8 shows that 86.5% of participants considered the text material, the coordination and 
correlation of the material, the contribution to goal attainment, the information value to the work 
area, and the inclusion of practical applications as good, very good, or excellent. 95% rated the 
lecturer's ability to convey information, capability with the subject, degree of effectiveness and 
interaction with participants, and the range of success in selection of training methods, as good, 
very good, or excellent A memorandum further detading participant performance is in the 
Appendix to t h s  Final Report 

Loan Guarantee Program and Small Business Lending 

Table 9 represents the evaluation of the seminar presented to bankers at the JLGC in the Loan 
Guarantee Program and Small Business Lending. A summary of Table 9 is presented below. 
Participants are listed in Table 5. 

Evaluation Summary - Table 9 
Overall Percentage Ratings 

Poor Excellent 

I I 

Subject Matter 1 28 7 1 48.3 ( 23 0 
Utility of Subject Matter I 1 13.6 1 33.1 1 37.3 1 16.0 1 

- - 
L I I I I I 

Trainer I I 1 11.2 1 42.5 1 46.3 I 

In this table, the rating scheme was inadvertently reversed, i.e., "1" is deemed poor, and "5" 
excellent This does not change the effectiveness. 

OVERALLPERCENTAGE 

Over 94% of the bank participants, all highly qualified and motivated, rated the overall seminar 
as either good, very good, or excellent 100% rated the subject matter in this fashion, and over 
86% rated the utility of the material as good, very good, or excellent. 
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This was an animated and relatively younger class than those in the Trade Finance seminar. This 
group will undoubtedly challenge their managers in the area of small business lending. Table 9 
below shows the detail of the above s~~lltnary. 

Table 9 

Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the training course that you have just 
completed. Your name should not appear on ths  evaluation. Please respond to each question 
thoughtfully in the following manner: 

First: Respond to each of the questions in the training program categories on the following pages 
by simply putting an 44X" in the appropnate box. As this is an opinion poll and value judgments 
are required, the operative words are in Italzcs. Numerical gradations are self-explanatory. 

Second: At the end of this evaluation, where your comments are solicited, please indicate any 
further criticisms, general comments on, or methods for, improving the course. Please identify 
each criticism, complement, or improvement according to the categories shown below. 

Subject Matter Poor Excellent 
11 12 13 14 I5 
I I t I 1 

Characteristics of smdl business were clearly presented 

Competitive analysis was clearly presented. 5 
Management analysis was clearly presented. I 5 
The importance of management in the control of the conversion cycle is 8 
clear. I l l  

I I I 

Common size analysis was clearly presented. 1 1 17 
7 - 

Cash flow for small business was clearly presented. 6 
Selected ratio analysis was clearly presented. 4 
Reasons for short- or long-term lending is clear to me. 4 

I 

The case study was relevant, I 
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Table 9, continued 

Utility of Subject Matter Poor - 

I possessed. 1 1 

This course is directly related to my main responsibility. 
I will use more than halfof the subject matter in my daily work. 
Subject matter is good backgound informatzon 
The subject matter included important new analyszs tools for my daily 
work. 
The subject matter helped clarzi, applicability of analysis tools I already 

t 1 

I believe I can do my job more effectively and efficiently than before th s  I 1 5  

6 

1 1  

course 
The subject matter will help me recognize opportunities to cross-sell JLGC 

1 2  

services. 
The sublect matter has applicability in areas other than lust my JLGC work. 

1 
1 
2 

Facilities/Loeistics Poor 

Excellent 

Excellent 

I Room was comfortable. 
I I I I I 

1 14 1 5  15  12 1 

Participants Poor Excellent 
11 12 13 14 15 1 

-- 

Teaching aids were adequate. (Make any suggestions in second part ) 
Time allocation was appropriate. (Make comments in second part.) 
Reference materials were useful. 

I I I I I 

Fellow trainees added to the value of the course. 1 16 1 9 1 1  I 
I perceived candor and sincerity among participants. I 

3 7 6 0  
1 4 9 2  

- - - - I 

There shoufd have been different groupings. (Make suggestions in second I 

Trainer Poor Excellent 

6 9 1  

-., 

The trainer was well prepared 
The teaching aids, audio and visual, were well chosen and avvrovnate. 

, , , , 

The trainer had a good sense of participant requirements. 7 
The trainer answered all questions to my satisfachon. 
The trainer achieved balance between theory and practice. 
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Table 9, continued 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF 
INSTRUCTIONS ABOVE. PLEASE WRITE CLEARLY AND REMEMBER TO 
GROUP COMMENTS INTO ONE OF THE CATEGORIES ABOVE WHEN THAT IS 
APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT 
STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 

The followzng comments were made on the course One respondent, the zdentzty of whzch, by 
deszgn, zs unknown, made these 

The case and materzals should have been made avazlable a week before rather than on the day 
before the weekend for better preparatzon 

Trainer Comment: Material was available for distribution six days prior to the seminar and one 
week after invitations were sent out. They were sent to participants immediately upon receipt of 
participant acknowledgment that helshe would attend. 

In future, the recommendation will be made to have all materials ready two weeks prior to the 
seminar. In that way, receipt will be in control of participants who need only respond to the 
invitation to attend on a timely basis 

By examining the section on Subject Matter in Table 8, it is clear that the participants understood 
reasons for short and long term lending. This is particularly important because of the apparent 
frequency of unwarranted grace periods on loan repayments that seem to become part of the 
pricing process on loans in the current credit market in Jordan. 

84% of the respondents indicated the utility of the material as good, very good, or excellent, and 
that 14 of 16 respondents found the material presented to be useful in selling the JLGC loan 
product. 100% of the participants rated the Trainer as good (1 1 2%), very good (42.5%), or 
excellent (46.3%). 

Business Usage of the World Wide Web 

Participants in t h ~ s  short workshop did not receive evaluation forms. Observing the interest and 
enthusiasm of the participants did indicate that the presentation by Mr. Ghassan Al-Bukhari, of 
the Systems Section at JLGC was excellent Comments indicated that the participants would 
continue to use the WWW information whenever possible. 
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Participant Evaluations 

The original of participant evaluations divided by course is filed in this 
section. These are source documents for the Compilation of Participant 
Evaluations presented in the previous section. There is one discrepancy. 
Inadvertently one evaluation form from the October 25 seminar was 
misplaced after the data was compiled. 
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JLGC Review of Accounting, Ratio Analysis and Balance Sheet Logic 
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,Jordan Loan Guarantee Corporation. Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thts evaluation form 1s mended to be J tool for lmprovlng the trainlng course c h a  you have just 
completed Your name should noc appear on th~s evaluat~on Please respond to each questlon 
thoughtfully tn the followmg rnanner- 

First: Respond to each of the questions In the tramng program categories on the foilow~ng pages by 
simply puttlng an "X" In the appropnate box As thls is an opmon poll and value judgments are 
requred, the operatrve words are in rtalzcs Numerical gradations are self explanatory 

Second: At the end of tbs  evaluation, where your comments are solic~ted, please ind~cate any further 
cntlcwms, general comments on, or methods for, improvmg the course Please ident~fy each 
criticism, complement, or lmprovemenc according to the categories shown below 

Subject Matter Agree Disagree 

P , e  d~fference between cash and acctuai accounting was clearly presented - 5**=. " . - 
Th%conceptof debits andcredits isdear. -Y;-:~L,== ,_ <. -- ,; 
The fiat!onshlp betwe-$e*bai_ance shef,t&?comeysptement v -.- IS clear % ,.- r - 

' l ~ e i m p o ~ n c ~ o f & a n a g e m e n t k  the cane&@i?che c o n ~ e ~ ~ ~ o n . q c i c  1s dear: tame. ; t 
Horizontal analy_s~s of the balance sheet and Income statement were cly$y presented 

r,- ST-- y , > L -  - "" ,- '- q...s-' ",* 1 3 '+ - .. 
~ ~ & n c ~ ~ e $ t ~ ~ ~ i ~ f u " ~ c ~ ~ ( ~ ~ ~ w s e n ~ e @ ; . ~ ~ ~ & ~ ~ ; ~ & ; ~ ~ ~ ~ ~ ~ ~ ~ ~ : ~ ~ ~ ~ ~ ~ ~  

Verucal analys~s of the balance2heet and~ncome statement were clearly presented 
, P < . - --"..md ,.., - - LW r*_-, ,;.w% ..;*yy i . .,+-azz; , :' *'-* -Yd 

;Ra@os a n d h ~ ~ a n a l y s i ~ ~ w ~ ~ c 1 i a ~ 1 ~ ~ r ~ e ~ t e ' d ~ $ ~ ~ ~  :. _ ,K;z; ,.x; - ;+-~+.~~;,-;c. 

R e ~ ~ o n s  for $pij- ~ $ n p = - F  l endw Is c!:?ggm,e.%.; * r"-Um.rrr .'r -- ,2b 3- - 
+lTedi&renci 6etweere~'di&~~1"n-~estment an&y~rkingcap~tal:% cleac_tsme. _+9-:F 

Rat10 analys~s IS clear t o  me 
-*- - , - &x?a - - y. - . "a- .pr %"- -e.,'-Y 

>Balancesheet rog~~_~~.cIeza tCT_me-.; --:: " ,,:% 1:, P.:,, A<- -yY _-- -:*,$ A .' 71 
'I .- understand 'T-!ccounts and how to construct a b_a!ance sheet and ~ncome~~s,t:t~ment 

Jf co&rnon credit analygs l&nguageh&.bee&&ted '&onipartrcipants . ;. , - --- 
The case stud~es and _exjlmples yyce r g e v ~ t  -,-" - - . a ?, - - - , J'-.*-* - 

,Itis clear to me tiow thrs matenal can be appliid to smdl busmesses ' 

-- " - ,  - , I r x  
'L --L - I / - - 

BEST AVAILABLE COPY 





PLEASE MAKE WRITTEN COi\llVENTS PER THE SECOND SET OF INSTRUCTIONS I B O V I ~  PI.E ISE 
IVRITE CLEARLY AND RE\.IEJIBER T O  CROUP COIIIIESTS IUTO Oh13 OF THE C t rE(;OKIES 
ADOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMIIENT WITHOUT STRUCTURE. 
YOU MAY USE ,MORE THAN A SINGLE SHEET T O  COMPLETE THIS SECTION. 



Agree Disagree 

This course 1s clrrecrly related to my mam rcsponstblllty at JLGC 
This course a not d~rectly related to my mam respons~blllty at JLGC 
I wdl use less than halfof Ihe bubject rnaltcr ~n my dally work 
I wlll use more than halfof the subject matter In my dally work 
Subject matter IS good background r~l/ormutrot~ 
The subject matter ~ncluded Important new analysrs tools for my dally work 
The subject matter helped clarrb appl~cab~l~tv of analys~s tools I alrcady possessed 
I belleve I can do my job more effectwely and effic~ently than before thls course 
The subject matter Increased my management shllis 
The subject matter increased my awareness of other areas of JLGC and i t s  cltents 
The subject matter w~ll help me recognize opportunltles to cross-sell JLGC servlces 
The subject matter has appl~cab~lity In areas other than just my JLGC work 
The subject matter wdl help me teach others, ~ncludlng clients 

Room was comfortable 
Teactitnp aids were adequate. (Make any suggestions In second part ) 
Tlme allocation was appropnate 
Referen~matcnals were usefui 

Participants 

Trainer 

 he trainerachteved balance between theory and practice. 
Case study and/or examples were well chosen to make the pomt 



.Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thls evaluat~on form IS Intended to be J tool for Improving the tralning course that you have just 
completed Your name should not appear on th~s evaluation Please respond to each question 
thoughtfully In the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
simply putting an "X" In the appropriate box As th~s  IS an opinion poll and value judgments are 
required, the operatzve words are in rtal~cs Numerical gradations are self explanatory 

Second: At the end of ths evaluation, where your comments are solicited, please ~ndicate any further 
criticisms, general comments on, or methods for, improving the course Please identify each 
cnticlsm, complement, or improvement according to the categories shown below 

Subject Matter 

The d~fference between cash and accrual accounting was ~learly~pr~sented " \L. 
'T!E concept of deb~ts and credits is  clear. :" * 

.. S" - -  > - 
The relatlonshlp between the balance sheet & income stat5mtnt 3 clear 

F- -** _ - .. L. , c .-,- - 
"~~impo&nce.of.mmagement$ t h ~ c o n ~ o ~ ~ o f ~ h e c b n v ~ ~ o n  cyck is cle+ro me& 
Honzoncal analysls of the balancesheet a2$v!ncome,~E 
s .  ,,---- ..-,-*--. .. 
$3:al_.ianp.&eetlo~~w~ ~lea~&i~resented~~~i$$~&~ 
Vert~cal analys~s of $eJalance sheet and mc 
I- -I- .. +s+ X.< -- r 
~ ~ a t ~ o s : ~ & r a t l " 0 ; ~ ~ n ~ ~ s i s ~ w ~  *- . dearly. b e s  
Reasons $or short- or lqtg-term lend~ng n clear $ me 

-4 . -  , - 4 - -  D l *-.-I1IXII y.+?- -"v.7-7 "; 
~ ~ e x ~ d f e r e n c e : b e t w e e n ~ w o ~ l o n ~ ~ F v e s ~  ca$ta:~~s-'clear& me ;c?% 
Rat~o??alys~s !s cle%ar to mer .-,. ., , ,, J-5 . -r-pl-e- _ *I!.I . Fr is-* 'Bdan&esheer~ogicIs_c*eart&me~ i ' 6- - " '-3- "T* " :"s ,+ ' - v T x - ' ~ ~ i ; ;  *-; .sf * - i v i .  .*S< .LL '*-% & . & ~ 4 z 2 - ~ - ~  
I understand 'T'~acco_unts and how-to construct a baIanq5sheet and mc_ome statement=_ 

Fw.y. Za .J  . 
X common credit analys~s islguage has been created among pa r t~c lpau t~-  &,-_, ; 
The case studies and examples were relevant -_ _-_- . -*- - 

*. ..".."_ +" -7 .* E-*-"* ."I( iN 2-1 > 

I t~scIear to me how tli~s matenalcan be applikd to"sm3~tiusinesses : :*- : , 

BEST AVAILABLE COPY 



PLEASF, ;\.lr\KE \\RITTEN COM\IENTS PER THE SECOYD SFT OF IUSTIZUCTIONS IBOVE. PI,E \SE 
bVKITE CLEARLY 4hD KE>IE>IBEIZ TO GROUP CO\l\.IE\TS 1hT0  OSE OF THE C \TEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COM\IENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COhlPLETE THIS SECTION. 



Utility of Subject Matter 

Thls course IS rlrrectly related to my mam rcspons~b~lrty at JLGC 
This course IS not d~rectly related to my inam respons~bll~ty at JLGC 
I will use less than hayof the subject matter In my dally work 
I wrli use more than halfof the subject matter In my dally work 
Subject matter e good backgroiind ulformunotr 
The subject matter Included important new analysrs tools for my dally work 
The subject matter helped clartb applicabdlty of analys~s tools [ alrcady possessed 
I believe I can do my job more effectively and efficrentiy than before thls course 
The subject matter increased my management skills 
The subject matter increased my awareness of other areas of JLGC and its clients 
The subject matter wdl help me recognize opportunltles to cross-sell JLGC servlces 
The subject matter has applicability In areas other than just my JLGC work 
The subject matter w1l1 help me teach others, including cllents 

Room was comfortable 
Teachng a d s  were adequate. (Make any suggestions in second part ) 
Tlme allocation was appropnate 
~ef&ce.rnatenals were useful. . 

Participants Agree Disagree 

BEST AVAlLABLE COPY 



PLEASE ,\.IAKE 1VRITTEN COM\IENTS PER THE SECOYD 5ET OF IUSTIZUCTIONS \DOVE. PI,E \SE 
WRITE CLEARLY 4hD RE>lEJlBER TO GROUP CO\I\lENTS INTO OXE OF THE C ITEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMhIENT WITHOUT STRUCTURE. 
YOU M A Y  USE MORE THAN A SINGLE SHEET T O  COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS : 

This evaluat~on form 1s mended to be a tool for improving the tramng course that you have just 
completed Your name should not appear on th~s evaluat~on Please respond to each question 
thoughtfully In the following manner 

First: Respond to each of the questions in the tralnlng program categories on the following pages by 
simply puttlng an "X" In the appropnate box As thls is an opinion poll and value judgments are 
required, the operatwe words are in ctalzcs Numerical gradations are self explanatory 

Second: At the end of this evaluation, where your comments are solicited, please lndlcate any further 
cnucisms, general comments on, or methods for, improving the course. Please identify each 
criticism, complement, or Improvement accordmg to the categories shown below 

Reasons forshort-02 lon_g-term lendr?g 1s ,r+w-t clear ,-,--,- to me .-~_Ax-\u .-, r.i -w*> 
< ~ ~ ~ & e r e n ~ . k ; r ; k h ~ e ~ n ~ w o r ~ ~ ~ ~ ~ e s t m ~ ~ ~ a n ~ ~ ~ ~ ~ ~ i r ~ ~ a ~ i t a ~ : ~  C I ~ ~ E J ?  

BEST AVAILABLE COPY 



Utility of Subject Matter 

This course IS drrectfy related to my main responslbll~ty ~t JLGC 
This course a not dlrectly related to my main responstb~l~ty at ILGC 
I wrll use less than halfof the subject mattcr In my dally work 
I will use more than halfof the subject matter in my dally work 
Subject matter IS good hackgrorrnd ttlfbrn~anori 
The subject matter mcluded Important new analysis tools for my dally work 
The subject matter helped clarrfi applicability ot analysls tools I already possessed 
I believe I can do my job more effecnvely and efficiently than before thls course 
The subject matter increased my management skills 
The subject matter mcreased my awareness of other areas of KGC and its chents 
The subject matter w~ll help me recognize opportunmes to cross-sell JLGC services 

The subject matter has applicab~hty In areas other than just my JLGC work. 
The subject matter will help me teach others, includ~ng chents 

Facilities/Logistics 

Room was comfortable 
Teaching alds.were adequate. ('Make any suggestions m second part) 
Tlme allocation was appropnate 
Reference materials were useful. 

Trainer Agree Disagree 
\%? I+-& 2%- FT3&4g'@I%25:' 1 



PLEASE h14KE WRITTEN C0;LlhlENTS PER THE SECOND SET OF INSTRUCTIONS IBOVE. PLE ISE 
WRITE CLEARLY AND REhIE\IBER TO GROUP CO\lAlENTS INTO OKE OFTHE ChTECORlES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE T O  DEFINE NEW CATEGORIES OR COlClXl ENT WITHOUT STRUCTURE. 
YOU MAY USE hIORE THAN A SINGLE SHEET T O  COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

T h ~ s  evaluat~on form 1s mended to be tool tor lmprovmg the tratnmg course that you have just 
completed Your name should not appear on th~s  evaluat~on Please respond to each questlon 
thoughtfully In the followrng manner 

First: Respond to each of the questions In the tralnlng program categories on the following pages by 
simply puttlng an "X" In the appropnate box As th~s  IS an oplnion poll and value judgments are 
required, the operatzve words are In l ra lm Numerical gradations are self explanatory 

Second: At the end of thls evaluat~on, where your comments are solicited. please ind~cate any further 
criticisms, general comments on, or methods for, lmprovmg the course Please ~denhfy each 
cnt~cism, complement or improvement accordmg to the categones shown below 

Subject Matter 

The difference between cash and ac 
-The concept of debits and cre 
The rehtionshlp between the - -- - . -3s , , "*., 
a~e,imPx$tancec~fmana 

Reasons for short- or long-term:!n$ng I ; ~ ~ ~ ~ ~ J ~ ~ ~ ~ ~ ~  x m  - -. - -  --, - 4 -. 
~~edaference~betwee~w&kingpvestmen~an~workin~c 

I-- YI.,. 

1 I - - 
, - -" - 7  ., Y - ,..%% . -.,- . " > .  - >&>,* - - ,  -- - Z -- A a:. .a - c 

- - - - 



Utility of Sul~ject Matter 

Tha course IS directlv related to my main rcspons~bll~ty at JLGC 
This course is not d~rectly related to my main responsibility at JLGC 
I wdl use less than halfof the subject matter In my daily work 
I. will use more than halfof the subject matter in my dally work 
Subject matter u good backgrotmd infirmarion 
The subject matter lncluded lmportnnt new analysrs tools for my daily work 
The subject matter helped clarify applicab~llty of analysis tools I aiready possessed 
I believe I can do my job more effect~vely and efficiently than before this course 
The subject matter increased my management skills 
The subject matter increased my awareness of other areas of JLGC and its chents 
The subject matter wdl help me recognize opportunltles to cross-sell &GC services 
The subject matter has appl~cabiltty In areas other than just my JLGC work 
The bubject matter will help me teach others, includ~ng cl~ents 

Room was comfortable 
Teaclung aids were adequate, (Make any suggestions rn second part-) 
Time allocation was appropnate 
Reference materials wem useful. 

Participants 

There should have been d~fferent groupmgs (Make sugoesuons In secondpart) - - - . - - < , - r =%- ? ?-*-c -*- - - -- u r- -*"&:"+, -9,.,:ggw+%-c. 2 - 5 5 3PW: 

,@was eagY=to get ~~Ip&om;o~e~t_lai;rees i£.Cn_ee@dy?Me _- -:+,&& i;*1.;;7z- 
Tmnees were oenerally well prepared for class 

" "'-C .? ":<;q ?,< :. -7 'ym*& my- = -mAW.--=..* .. --Xql.,w~---~C"J~"n~y. --5-.-=. ",I 'YIP. 
y "2 JV < A; \-?&:, *- -& **: +pZ -:=+<&;+ -.T,-f -+'v* - - - *P " - 
.A% .s - - '&f&.. s - , . - . & & ~ ~ ~  -#A%--* %G &-> +' ---X x.?%&<. A -a> &-?:+ 

Trainer 
'. 

The,Painer_ was we!!qre_paf.e!. .rrpy7s <- - . F 
+&. *,+2 ..*, ;-qs>'-yk s 7.; ~ e ~ % * 5 i i - ~ & ; % ~ , p ~ ~  x$- -2' :.-;v47 :De.trameqwas _on. ~e.:g*~~-:agS-"i~~~GL--$5~% J= 5: &&$s,;l;ss&h2&-'f&-. 

The trame: was always ava~lable to powde assstance. 
t- -v-  wr.ln-u n- zr- -r p q  9--*- -r rr. A T--cY=~- y=~-* 
:The. teachi&.ai&;- i i ~ d i ~ ~ i i d : ~ @ ~ & ~ e r g ~ e ~  ~ ~ o s e ~ a i i ~ a ~ ~ r b ~ r ~ a t e ~ ~ ~ ~ + ~ & ~ :  
The trainer overestimated Yxe1 of@ow_ledge of ppcipan?. . - ___. ,- -,- * . w  *@-..+-q ,. 
pG tra&ei und=restqat@-&e;ho_w1edge of participts, - - _ --,-~-;S=. ,; .a* yk. W~I. I- 
3% t'arner had $ g ~ - @ ~ s e ~ ~ e ~ ~ < ~ - ~ c ! p ~ n t  requ2rements. - --- _ _ _ ?, -. -- - --- 
The trainec' adjusted to cons@bhv_d qit+mz - =. -- I 1 . - 
The tramer answered all questro~~s anandlor researched thpse requlred 
The trainer achieved balancehetween theoryard practtce. 
Case study andlor examples were well chosen to make the pom 



PLEASE h11iiiE WRITTEN CO\t\IENTS PER THE SECOND SET OF ISSTRUCTIOYS ABOVE PLEASE 
WRlTE CLEARLY :\hD RE\lE\IBER T O  CROUP CO\I\tESTS INTO OKE OF THE C iTEGOKIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT \VITHOUT STRUCTURE. 
YOU ,MAY USE MORE THAN A SINGLE SHEET TO COAIPLETE THIS SECTION. 



,Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improv~ng the trainlng course that you have ju\t 
completed Your name should not appear on th~s evaluation Please respond to each questlon 
thoughtfully In the following manner 

First: Respond to each of the queshons in the training program categories on the following pages by 
simply putting an "X" in the appropriate box. As thls 1s an opinion poll and value judgments are 
required, the operahve words are in ~tallcs Numerical gradahons are self explanatory 

Second: At the end of th~s  evaluat~on, where your comments are sohc~ted, please indicate any further 
criticisms, general comments on. or methods for, improving the course Please ~dent~fy each 
cntlclsm, complement, or improvement according to the categories shown below 

Subject Matter 

The difference between cash,an{ accrual accounting was clearly presented * . -  - * I  I * "" . , 
'The concqtof dkbits &d cred&*isdear- %Y "-- %+ - 
The relationship + .. ---= between -a ,..** the -.. b a l ~ c e  ,-, sk,et& mcotnn sbatement z c F a r  -- - e.T ---. 
~ ~ ~ ~ m p o ~ c e : o f i . ~ ~ a g e m e n ~ ~ e ; ~ ~ n ~ 1 ~ o ~ ~ t h ~ d ~ ~ ~ ~ e ~ i o n ~ ~ ~ t  iscieatltc, ~ ; l e~%s  
Horizontal analysis of rhe b2dance s h e e ~ m d  Income statement were clearly prresented . - .a - <,a - Xl*3.' y'* r*,- .q."T-B 3 --.- -- VT- q-? "" 

' - ~ d a ~ c e ~ h e e r _ ~ ~ ~ ~ ~ ~ ~ ~ & ~ l ~ ~ ~ _ e n t & ~ ~ ~ ~ ~ j ~ ~ ~ & ~ ~ ~ ~ ;  ~ ~ & 2 ~ ~ ~ ~  
Vertical a~alys~~pf~~~>,~~c,e,sh,ee&an~?n,come s ~ , - " Y ~ ~ ~ ~ w  statement were clearlygresented T ~ - ~ ; ; " I I T ~ L L  + ,-(I- - 

$Wiosand rahm-mdF~wasas L,&&~~, , ,%,:L< dz.& 



Utility of Sul~ject Alatter 

This course is directlu related to my main responstbrl~ty at JLGC 
T h ~ s  course a not directly related to my main cespons~bility at JLGC 
I wlll use less rhari hayof the subject matter In my dally work 
I will use more than halfof the subject matter In my daily work 
Subjcct matter 1s good backgroitnd inforrnariott 
The subject matter included important new analysrs tools for my dally work 
The subject matter helped clarify applrcabdlty of analys~s tools I already possessed 
I belleve I can do my job more effectively and efticiclently than before thls course 
The subject matter Increased my management skills 
The subject matter Increased my awareness of other areas of JLGC and its clients 
The subject matter w1l1 help me recognize opportunkties to cross-sell JLGC servlces 
The subject matter has applicab~l~ty in areas other than just my JLGC work 
The subject matter wlll help me teach others, lnciudlng clients 

Room was comfortable 
Teachrng alds were adequate. (Make any suggestions-ln second part.) * 

T~me allocation was appropnate 
ReferenccmGenals were useful. 

Participants Agree Disaeree 

Trainer Agree Disagree 
1g I s. I -3:- I&-Lgq&pe: 

The earner - overestimated ... the!ev_el of kno-wk$e of p+gpa_?ts ---- ---,-m- _ 
i , - _  - "-- 

I '  hi G n i r  underestunated&e k n o ~ l e d g ~ o f  p ~ c ~ p a n ~ t S  -- ., ,, "-_ -,,, , ,, 
Fe-trainer had? g?9d_senseof partslpv: ~ e ~ u ~ f e ~ m ~ ~ s _  - - - _ . - - ,,:=- - -  
~he t r&ner  adj~sted~to constructwe ~riti&n.;~&~,,- =?, -' I - - .  r- _ - . " *L/ , 

The tralner answered all questlons and/orresearched those requlred 
A - - . . 

The tramer-achleved balance between theoxand practlce 
Case study andfor examples were well chosen to make the polnt 



PLEASE \IAKE WRITTEN COWIENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLE ~ S E  
WRITE CLEARLY AXD REhIE\IBER T O  GROUP COAI.\IENTS l8TO ONE O F  THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE T O  DEFINE NEW CATEGORIES OR CObIhIENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET T O  COMPLETE THIS SECTION 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS : 

Thls evaluatron form 15 mended to be J tool for Improving the trainlng course that you have just 
completed Your name should not appear on th~s  evaluat~on Please respond to each questlon 

o manner thoughtfully In the followin, 

First: Respond to each of the questrons in the tramng program categories on the followmg pages by 
simply putting an "X" rn the appropriate box As th~s IS an oplnion poll and value judgments are 
requxed, the operutwe words are in ttaltcs Numencal gradations are self explanatory 

Second: At the end of ths  evaluation, where your comments are solicited, please lnd~cate any further 
cntlcisms, general comments on, or methods for, lmprovlng the course Please identify each 
criticism, complement, or improvement according to the categories shown below . 

Subject Matter 

The relauonsh~p between the balance sheet & income statement IS clear - z , .-> .u-- ..r- A w s a +  -4- rC;DB*--*.vlCS1 ..-w .- Y"- \ .--rp+y- .--*-, 
~~~qim;~aan~e:of:ma~~ag~m~n~~the:~QI?~o@~~t6e.~i:o~~re~~~O~~~x~1&~~~~ar roArn&S 

Homontal analys~s of the balance 
P , . <-- .p"-.ry" -.my I-Y 

~ 1 3 ~ ~ ~ ~ ~ ~ B ~ ~ ~ ~ c ~ ~ l j & ~  

R ~ ~ o ~ , ~ ~ ~ ~ $ - ~ & ~ ~ z ~ ~ ~ " ~ $ $ $ E ~ D o ~ $ - F & ~  m&Tg sv -ST - "** wp- "T . - G q F s  

r ~ & ~ ~ @ n c _ e : ~ e t w ~ ~ F w o r ~ g l n ~ L e ~ t ; a e n ~ t : a a ~ ~ o q ~ g ~ p f  t @ $ + ~ t ~ ~ m e ; ~ ~ ~ -  
Raho analys~s ls_c!e? to me ;_mVpFw,, ,.= -- - --r. ,.a+-= $2 =e%& ~ ~ a ! ~ n ~ ~ ~ ~ e ~ ~ ~ ~ ~ ~ ~ S : , c 1 8 & ~ o . m ~ ~ ~ ~ ~ ~ ~ ~ ~ 1 " ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ - ~ _ ~ ~ ~ ~ *  



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form 1s intended to be a tool for improving the tralnlng course that you have just 
completed. Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the follow~ng manner 

First: Respond to each of the questions in the training program categones on the followmg pages by 
slmply puttmg an "X" m the approprlare box As thls 1s an opinlon poll and value jud, oments are 
requ~red, the operatrve words are in ~ t a l m  Numerical gradat~ons are self explanatory 

Second: At the end of t h s  evaluat~on, where your comments are solic~ted, please ind~cate any further 
cntlcisms, general comments on, or methods for, lmprovlng the course. Please ident~fy each 
cnticum, complement, or improvement according to the categones shown below 



Utility of Sul~ject Matter 

T h ~ s  course 1s directly related to my main rcspons~b~llty at JLGC 
This course IS !tot directly related to my main responslbhty at JLGC 
I wlll use less than halfof the subject matter In my dally work 
I wrll use more than halfof the subject matter In my doily work 
Subje~t matter IS good background rt$orrnation 
The subject matter lncluded Important new analysis tools for my dally work 
The subject matter helped c l a r ~ h  appl~cabd~ty of anaiysls tools I already poscssed 
I believe I can do my job more effectively and efficiently than before thls course 
The subject matter increased my management skills 
The subject matter increased my awareness of other areas of JLGC and its cllents 
The subjccr matter ~111 help me recognize opportunities to cross-sell JLGC servrces 
The subject macter has applrcabillty In areas other than just my JLGC work 
Thc subject matter wdl help me teach others. lnciuding clients 

Room was comfortable 
'Teaching a d s  were adequate: (Make any suggestionsm second part.) 
Tune ailocatlon was appropnate 
Reference macerrds were useful. 

Participants 

Trainer 

The tralne: had a good~ens~-o~p,art!~~pant requirements 1 I --..--- - .-*,**-.p-- a. w-"- , . . * -" -  -&-<<>v+=,- - . - ;Thqtramer adjusted to constructxuc cntic~sm:~ 2.z-: - A &  _ ,.r* + A & : -  . k % + :  
The~ramer answered all quesclons and/or researched thpse requwed X 
The trainer achleved balance between theory andpractice. -- - - .  Y - 1  
Case study and/or examples were well chosen to make the polnt X I 



PLEASE .MAKE WRITTEN CO\.fAIENTS PER THE SECOSD S E T  OF IWTR UCTIONS AI3OVE. PLE \SE 
WRITE CLEARLY AND REllEhIBER T O  CROUP COlI \ IESTS INTO OhE OF T H E  C \ I'I<GOKII~S 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE T O  DEFINE NEW CATEGORIES OR COhl,\.lENT tVITHOUT STRUCTURE. 
YOU MAY USE MORE THAN it SINGLE SHEET T O  COhlPLETE THIS SECTION 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS : 

Thts evaluation form IS mended to be a tool for Improving the tramng c o m e  that you have just 
completed Your name should not appear on thls evaluation Please respond to each question 

a manner thoughtfully In the followm, 

First: Respond to each of the questions in the trainmg program categories on the foilowing pages by 
simply putting an "X" In the appropriate box As this is an oplnlon poll and value judgments are 
required, the operatzve words are in italrcs Numerical gradations are self explanatory 

Second: At the end of ths  evaluation, where your comments are solmted. please indlcate any further 
cnticisrns, general comments on, or methods for, improving the course Please ldentlfy each 
cntlcism, complement, or improvement according to the categones shown below 

Subject Matter Agree Disagree 

The relat~onsh~p between thekalance sheet & lncome sptement 1s clear - -  v S" --- *,---- Y + I  - -  
g~he;iin~dr&e& ka*agefiengin tfie c~nt ro~~~the&uvem~on cxcle-is-clear t&&e 

Horizontal analysis -- -7.--, - I" 
$~alanc~sheer~lb&c 

I understand 'T' accounts and how to construct a balance 
3- &. I- -&*s.E'". -.---\- 

--Acoommq credit ani$~s Ibguzigchas+~en dieated 
The c a e  studies and examples~were~ele,vant. * -." - ZI- - "-0.- 

-It is-dear'to me h o w ~ h s  &aten&xpbe apghed to small bus~nesses : 



Utility of Subject Matter 

Thrs course IS drrectly related to my main rcspons~b~l~ty at JLGC 
Th~s course is nor drrectly related to my marn responsibilrty at JLGC 
I w\ll  use less tha11 halfof the subject matter In my daily work 
I wrll use more than halfof the subject matter In my dally work 
Subje~t matter 1s good backgroilnd infornrci~rott 
The subject matter lncluded Important new analysts took for my dally work 
The subject matter helped clarrh applrcab~l~ty of analys~s tools I already possssed 
I belreve I can do my job more effectively and eficrently than before this course 
The subject matter increased my management skllls 
The subject matter increased my awareness of other areas of JLGC and rts clrents 
The subject matter will help me recognrze opportunities to cross-sell JLGC servtces 
The subject matter has applicabil~ty rn areas other than just my JLGC work. 
The subject matter will help me teach others, ~nclud~ng clrents 

Room was comfortable 
Teachng aids were adequate, (Make any suggestions in second part ) 
T ~ m e  allocatron was appropriate 
Reference matenals were, usefui. 

Participants 

Fellow trainees added to the value of the course 
C -  * ,  / . F 7 , ~ >  --"=>-..? - - .....". -. -+% - . - .,- 
:>Lpercejved can do^: ~ ~ i n q n ~ & p o g ~ ~ ~ a r ~ c 1 p a n &  : Lve;kL J - -  

Trainer 

The trainer waswell prep~!d _ , _*? %- , -?- yp- --- - , "'IX' 

1 %  - '  - ' z .-.> .Thep&er was 0% h e  - :-.. -,:::- < 22;. rr- - - - - .  -.. - - %  

The trainer overestimated the Fvel~f_knowledge of participants . - .- 
The trainer bride-resdmate&@e howledgcpf @&cipants - - -.+ 
The ~ m e r  had aogese?se_pf  partlclpant <equlreme_nts - .-- e. - 

:mtral<er.adjusted to constructwe cnticisrn~-- ."" . 
The trainer answered ai! questtons andlor_researched those requxed 
The trainer ach~eved balance between theocy and practice. 
Case study andlor examples were well chosen to make the polnt 



PI,E,ISE M A K E  FVRITTEN COLI\IENTS PER THE SECOND SET OF INSTRUCTIONS \BOVE PLEXjE 
WRlTE CLEARLY AND REhIEhIUEK T O  GRObP COhl\IENTS lNTO ONE OFTHE C.\TEGOKIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE T O  DEFINE NEW CATEGORIES OR COF/IMENT IYITHOUT STRUCTURE. 
YOU MAY USE \IORE THAN X SINGLE SHEET T O  COMPLETE THIS SECTION. 



Techn~cal Support Servlces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporat~on 

JLGC Loan Guarantee Program and Cash Flow Analysis 

Intematlonal Busmess & Technical Consultants, Inc 
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Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is Intended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner. 

First: Respond to each of the questions in the training program categones on the following pages by 
slmply putting an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatzve words are in ltalzcs Numerical gradat~ons are self explanatory 

Second: At the end of this evaluat~on, where your comments are solicited, please Indicate any further 
cntic~sms, general comments on, or methods for, improvmg the course. Please identify each 
critic~sm, complement, or improvement according to the categones shown below 

Subject Matter 

Charactenstics of small buslness were clearly presented. 
Compehtlve analysis was clearly presented 
Management analysis was clearly presented 
The importance of management m the control of the conversion cycle is clear 
Common size analys~s was clearlypresented 
Cash flow for small busmess was clearly presented 
Selectedratio analysis was clearly presented: 
Reasons for short- or long-term lending IS dear to me 
Thcd~fference between working Investment and workrng capital is clear to me. 
The case study was relevant 
1 understand how to use JLGC forms. 101 & 102 to prepare key rahos. 

Utility of Subject Matter 

This course is dcrectly related to my man  responsib~hty at JLGC 
This course 1s not dlrectly related to my maln respons~bility at JLGC 
I vnll use less than halfof the subject matter m my h l y  work 
I will use more than halfof the subject matter in my dally work 
Subject matter is good background information 
The subject matter Included Important new analysrs tools for my daily work 
The subject matter helped clartfy applicability of analysis tools I already possessed. 
I believe I can do my job more effectively and effic~ently than before this course 
The subject matter increased my awareness of other areas of JLGC and its clients. 
The subject matter will help me recognize opportun~ties to cross-sell JLGC services 
The subject matter has applicability in areas other than just my JLGC work 



Facili ties/Logis tics 

Room was comfortable 
Teachmg aids were adequate (Make any suggestions In second part ) 
Time allocat~on was appropnate. (Make comments In second part.) 
Reference materials were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and smcenty among partmpants 
There should have been d~fferent groupmgs. (Make suggestions m second part) 
It was easy to get help from other tralnees tf I needed ~t 
Tra~nees y:re generally well prepared€or class 

" L _  1 , < 

Trainer 

The tralner was well prepared 
The tramer was on tlme 
The teachrng aids, audlo and vuual, were well chosen and appropnate 
The trainer had a good sense of partxipant requirements 

- The traner answered aEquestIons to my sahsfactIon. 
The trainer achieved balance between theory and practice 

- 
PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Room was comfortable 
Teachmg a ~ d s  were adequate. (Make any suggestions In second part ) 
Time alloca~on was appropnate (Make comments In second part ) 
Reference matenals were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and smcenty among partlclpants 
There should have been different groupings. (Make suggeshons m second part) 
It was easy to get help from other mnees  if I needed it  

Trainer 

The ttather was well prepared 
traner was on tlme 

The teadzlng aids, audio andvtsud, were weEchosemand appropnate. 
The tramer had a good sense of pm,clpant requirements 
The.traUneransi~ered:all.~uestions to m Y s a t i s f a c ~ o ~ ' ~ ~  : - 
The trruner acbeved balance between theory and pracuce 

PLEASE MAKE WRlTTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the traning course that you have just 
completed Your name should not appear on this evaluation Please respond to each questlon 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
s~mply putting an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatzve words are In ital~~. Numerical gradations are self explanatory. 

Second: At the end of thls evaluation, where your comments are solicited, please indicate any further 
criticisms, general comments on, or methods for, improving the course Please identify each 
criticism, complement, or improvement according to the categones shown below 

Subject Matter 

Charactenst~cs of small busmess were clearly presented. 
Cornpetitwe analysls was clearly presented 
Management analysls was clearly presented 
The ~mportance of management m the control of the conversion cycle is clear 
Common s ~ z ~ a n a l y s ~ s  was clearly presented - * 

Cash flow for small busmess was clearly presented 
Selected ratlo analysis was c l e a r l ~ ~ e s e n t e & ~  A 

' 

Reasons for short- or long-term lending 1s clear to me 
The d~fference between worlnng investment and working capitake clear ta m a  
The case study was relevant 
I understand how to use JLGC formsrlOl& 102 &prepare key ratios , &  

Utility of Subject Matter 

T h ~ s  course IS directly related to my main responsibility at JLGC 
This course 1s not d~rectly related to my main respons~b~l~ty at JLGC. 
I w l l  use less than halfof the subject matter in my dmly work 
I will use more than halfof the subject matter In my dally work 
Subject matter is good background fnfomatzon 
The subject matter ~ncluded important new analysls tools for my dally work. 
The subject matter helped clarrfy applicabll~ty of analys~s tools I already possessed 
I believe I can do my job more effect~vely and effic~ently than before thls course 
The subject matter Increased my awareness of other areas of L G C  and ~ t s  ciients 
The subrect matter w~l l  help me recognize opportunities to cross-sell JLGC serwces, - - - 
The subject matter has applicab~lity in areas other than just my XGC work. 



Room was comfortable 
Teachmg alds were adequate (Make any suggestions In second part ) 
Tlme allocation was appropnate (Make comments In second part ) 
Reference matenals were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and slncenty among partwpants 
There should have been different groupings (Make suggestions in second part) 
It was easy to get help from other tramees lf I needed ~t 
Trainees were generally well prepared for class 

Trainer 

The trainer was well prepared 
The tramer was on tlme 
The teaching aids, audio and visual, were well chosen and appropnate 
The trainer had a good sense of partmpant requtrements 
The trainer answered all questions to my sahsfachon 
The tramer achleved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETX THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thls evaluation form is intended to be a tool for improving the training course that you have just 
completed. Your name should not appear on this evaluation. Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions In the trainmg program categories on the followmg pages by 
s~mply putting an "X" in the approprlate box. As this 1s an oplnlon poll and value judgments are 
requ~red, the operatwe words are in rtalics Numerical gradat~ons are self explanatory 

Second: At the end of t h s  evaluation, where your comments are sollclted, please Indicate any further 
cntlclsms, general comments on, or methods for, Improving the course. Please Identify each 
cnhcism, complement, or improvement according to the categones shown below 

Subject Matter 

Characterist~cs of small business were clearly presented. 
Competltlve analysis was clearly presented 
Mhagement analysls was clearly presented. 
The importance of management m the control of the conversion cycle 1s clear. 
Common s u e  analysis was clearly presented 
Cash flow for small business was clearly presented 
Selectedrabo analysls wasclearIy presented. n A 

Reasons for short- or long-term lending is clear to me 
:The differencabeween worhnginvzstment and&orI&&capital &cl'eas't&%e, 

The case study was relevant , '3 
I understand how t* u s e ~ ~ ~ * f o r m ~  101 & 102 to piePam keyra&os. 

Utility of Subject Matter 

This course IS drrectly related to my mamresponslbilityat ZGC 
This course is not directly related to my matn re;sponslbtlrty at EGC. 
I wlllcuse less than halfof the subject matter in my daily work. 
I wdl use more than halfof the subject matter in my daily work 
Subject matter 1s good background lnforrnatron 
The subject matter included important new analysrs tools for my daly work 
The subject matter helped clarrfy applicability of analysls tools I already possessed. 
I belleve I can do my job more effechvely and efficiently than before this course 
The subject matter increased my awareness otother areas of JLGC and its clientsc 
The subject matter wlll help me recognize opportunities to cross-sell JLGC servlces 
The sub~ect matter has amlicabiliw in areas other than ~usCmv JLGCwork. 



Room was comfottable 
Teachtng alds were adequate (Make any suggestions In second part ) 
T ~ m e  aliocat~on was appropnate (Make comments In second part ) 
Reference materials were useful 

Participants 

Fellow trarnees added to the value of the course 
I perceived candor and smcenty among partmpants 
There should have been d~fferent groupings (Make suggestions In second part) 
It was easy to get help from other trainees ~f I needed I( 

Tramees were generally well prepared for class 

Trainer 

The trainer was well prepared 
The tramer was on tlme 
The teaching aids, aud~o and vuual, were well chosen and appropriate 
The tralner had a good sense of participant requirements 

The trarner answered all questrons to my sahsfacuon, 
The tramer achieved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form IS intended to be a tool for improving the trainlng course that you have just 
completed Your name should not appear on th~s evaluation Please respond to each question 
thoughtfully In the followmg manner 

First: Respond to each of the questions In the train~ng program categories on the followmg pages by 
s~mply puttlng an "X" In the appropnate box As th~s  IS an opinlon poll and value judgments are 
requ~red, the operatwe words are In ztalzcs. Numencal gradations are self explanatory. 

Second: At the end of thls evaluation, where your comments are sohcited, please ind~cate any further 
cntlcisms, general comments on, or methods for, lmprovlng the course Please ~dent~fy each 
cntmsm, complement, or Improvement accordmg to the categones shown below 

Subject Matter 

Charactenstics of small business were clearIy presented. 
Competitive analys~s was clearly presented 
Management analysis was clearly presented. 
The importance of management m the control of the conversion cycle 1s clear 
Common size analysis was clearly presented. 
Cash flow for small business was clearly presented 
Selectedrdtlo analysis was clearly presented. 
Reasons for short- or long-term lending 1s clear to me 
The difference, between working investment and workfig capifal'is clear to me. 
The case study was relevant 
I understand how to use JLGC forms 101 &.I02 to.prepare key ratios. + 

Utility of Subject Matter 

T h ~ s  course IS directly related to my manr respons~b~lity at  JLGC. 
This course 1s not directly related to my man respons~bd~ty at JLGC 
I wdl use less than half ofthe subject'matter in my daly work 
I w~l l  use more than halfof the subject matter In my daly work 

,Subject matter IS good background rnformatlon 
The subject matter Included Important new analysts took for my dally work 
The subject matter helped clarrfy applicabihty of analysis took Lalready possessed. 
I beilevk I can do my job more effectively and effic~ently than before thls course 
The subject matter increased my awareness of other areas of JLGC and ~ t s  clients- * 

The sublect matter w~l l  help me recognize opportunlhes to cross-sell JLGC servlces 
The sub;.ectmatter has appiicabihty 6 area.-other than justmy ILGC work 



Room was comfortable 
Teaching ads  were adequate (Make any suggestrons In second part ) 
T~me allocatron was appropnate. (Make comments m second part.) 
Reference rnaterlals were useful 

Participants 

Fellow tramees added to the value of the course 
I perce~ved candor and smcenty among partlclpants 
There should have been d~fferent groupmgs (Make suggestrons In second part) 
It was easy to get help from other tramees if I needed ~t 
Tramees were generally well prepared for class 

Trainer 

The trainer was well prepared 
The trainer was on tlme 
The teaching a~ds, audio and vuual, were well chosen and appropnate. 
The tramer had a good sense of partlclpant requirements 
The, tratner answered all questlous to my sahsfacnon 
The tramer achieved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improvmg the training course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the followmg manner 

First: Respond to each of the questions In the trainlng program categones on the following pages by 
simply putting an "X" in the appropnate box. As th~s  is an opinion poll and value judgments are 
required, the operative words are in ~tczllcs. Numerical gradahons are self explanatory 

Second: At the end of this evaluat~on, where your comments are sohcited, please ~ndicate any further 
cnhclsms, general comments on, or methods for, irnprovtng the course Please identify each 
cntlcism, complement, or Improvement according to the categones shown below 

Subject Matter 

Charactenstics of small busmess were cleariy presented 
Competitlve analysls was clearly presented 
Management analysis was clearlp~resented. < L 

The Importance of management in the control of the conversion cycle is clear 
.Common s~ze.analys~s.w&-cfel p;esented. 
Cash flow for small busmess was clearly presented 
Selected raho*andysrg was clearly presented. , -e 

Reasons for short- or long-term lendmg IS clear to me 
The difference between working investment and worIb.ng,cap~faI:& cii&tmme 
The case study was relevant. 
'T understand howtohnse&~$&:101"&162 td p';ePars key &ogh"' * 

Utility of Subject Matter 

This course is directly relate&. to  myman  responsrbllity at JLGC. 
This course IS not d~rectly related to my man responsibility at JLGC. 
I w ~ l h s e  less than halfof the subjecbmatter in my b l y  work.. 
I will use more than halfof the subject matter In my dally work 
Subject matter is good background znformatrorc 
The subject matter Included Important new analyszs tools for my dally work 
The subjecCmatter helped clarifr applicability of analysls tools I already possessed. 
I belleve I can do my job more effechvely and efficiently than before this course 
Thesubject matter increased my awareness of other areas of E G C  and its clients. 
The subject matter w ~ l l  he!p me recognize opportunltles to cross-sell JLGC semces 
The subject matter has applicahlity in areas other thanjust my th work. 



Room was comfortable 
Teaching aids were adequate (Make any suggestions in  second part ) 
Time allocation was appropnate (Make comments In second part ) 
Reference materials were useful 

Participants 

Fellow tramees added to the value of the course 
I perce~ved candor and slncerlty among participants 

There should have been different groupings (Make suggestions in second part) 
It was easy to get help from other tramees ~f I needed ~t 
Trainees were generally well prepared for class 

Trainer 

The m n e r  was well prepared 
The trainer was on tlme 
The teaching ads,  aud~o and visual, were well chosen and appropnate 
The tramer had a good sense of participant requirements 

The trsuner answered all questions to my sat~sfaction 
The tralner achleved balance between theory and practice 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

T h ~ s  evaluation form is intended to be a tool for lmproving the tralning course that you have just 
completed. Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the follow~ng manner 

First: Respond to each of the questions In the tramng program categories on the following pages by 
s~mply puttlng an "X" in the appropriate box As thls is an oplnlon poll and value judgments are 
required, the operatwe words are in ~talzcs Numencal gradations are self explanatory 

Second: At the end of this evaluabon, where your comments are sohc~ted, please ind~cate any further 
criticisms, general comments on, or methods for, lmproving the course Please ~dent~fy each 

' 

cnhclsm, complement, or improvement accord~ng to the categories shown below 

Subject Matter 

Charactenstics of small business were clearly presented 
Competitive anaiysls was clearly presented 
Maaagement.analysis was dearly presented 
The'lmportance of management m the control of the conversion cycle IS clear 
Common siie analys~s was ~learly~presented 
Cash flow for small busmess was clearly presented 
Selected ratto~analysis was clearly. presented ' " 

Reasons for short- or long-tern lending rs clear to me 
ae difference betweem workinginvestmenkand worhng cap~tal is clear mme 
The case study was relevant. . x 

~und&rstan&how touse- ;TLGC fo&s 10r & 10zto prepare key ratios. 

Utility of Subject Matter 

Thk course is directly related t6 my main responstbility at JLGC. 
T h ~ s  course is not d~rectly related lo my man respons~bility at JLGC 
I will use less thun halfof the subject matter m my daily work . 
I w ~ f l  use more than halfof the subject matter In my dally work 
Subject matter is good background znformatron 
The subject matter lncluded important new analysis tools for my dally work 
The subject matter helped clanfj.appllcabillty of analysis tools I already possessed. 
I believe I can do my job more effectively and efficiently than before this course 
The subiect matter ~ncreased my awareness of other areas of ILGC and ~ t s  chents. 
The subject matter wdl help me recognize opportunities to cross-sell Z G C  servlces 
The subject matter has applicability inareas other than ~ u s t  my L G C  work 



Room was comfortable 
Teachmg ards were adequate (Make any suggestlons In second part ) 
T~me allocation was appropnate (Make comments In second part ) 
Reference materrals were useful 

Participants 

Fellow tramees added to the value of the course 
I percerved candor and smcenty among participants 

There should have been different groupings (Make suggestlons rn second part) 
It was easy to get help from other tralnees rf I needed rt 
Trainees were generally well prepared for class 

Trainer 

The traner was well prepared. 
The tralner was on tlme 
The teaching ads, aud~o and vuual, were well chosen and appropnate 
The tralner had a good sense of partlclpant requirements 

The tramer answered all questrons to my sahsfactron. 
The tramer achleved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Technical Support Servlces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporat~on 

Trade Finance: Case Studies in Pre- and Post-Shipment Financing 

Intemat~onal Busmess & Technical Consultants, Inc 

3 2 



I. SEMINARMATERIAL POOR SATISFY- GOOD VERY 

ACTORY GOOD 

Text Matenal Adeauacv d' 

Contnbutlon to Goal Attiunment I I I . /  I I 
Informauon Value m Work Area 1 I I \ /  1 -1-1 
~nclusion of ~ractlcai A~~llcatlons I I I I ,/ 
II. LECTURERS 

EVALUATION 

Ability to Convey Inforrnatlon 

Degree of Capabdity in Subjects 

Degree of Effecuveness and 

Interactlon wth Partlclpants 

Range of Success in Tmmng 

Methods Selection I I I I 
m. DURATION & 

SEMINAR LOCATION: 

Appropnate Timng of Semnar 1 1 / I  I 
Appropnate Locahon 1 I 1 t/ I 



Please list any other subiects for which YOU would find Seminars / Workshoos useful: 



Trade Finance 
Seminar 

September 13-17, f 997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United State(Agency for International Development 
(US. AID) 

Amman - Jordan 



I I. SEMINARMATERIAL POOR SATISFY- GOOD VERY I / ACIORY / / 0000 
I Contnbutron to Goal AWnment I I I I 

Text Matenal Adequacy 

Coorchnauon & Correlation 

Informahon Value m Work Area 

Inclus~on of Pracucal A~uhcatrons 

w 

II. LECTUFUCRS I E V A L U A T I O N  

1 Abllm to Convev Informatron I I I I 
Degree of Capabfiy in S~bjCCts 

Degree of Effecuveness and 

Interacuon wth Partlauants 

I Range of Success m Tramng 

Methods Seiectron 

IIt. D U R A T I O N  & 

EXCEL- 

LENT 

SEMINAR LOCATION: 

Time SuBZclency 

Appropnate Tirmng of Semnar 

Appropnate Locauon 

LI) 

/ 

/ 



Please list anv other subiects for which vou would find Seminars /Workshops useful: 

T a c c  \;\\d 

Se c,,: \, u 

Anv Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stat6Agency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINARMATERIAL POOR SATISFY- GOOD VERY EXCEL I I ACTORY I 1 GOOD 1 LENT I 
Text Matenal Adequacy / 
Coordinauon & Correlauon v 
Contnbuuon to Goal Attiunment I I I I 
Informauon Value m Work Area 1 1 

II. LECTURERS 
EVALUATION 

Ability to Convey Informahon / 

Degree of Capab~lity m Subjects 4 
I 1 I 

Degree of Effecuveness and 1 I I 1 ,  I I 

Range of Success m Tramng 

Methods Selecuon 

Ill. DURATION & 

SEMINAR LOCATION: 

Time Sufficiencv / 
Appropnate Timng of Senunar 4 

Appropnate Locauon 4 



4nv Other Comments 

Please list any other subiects for which you would find Seminars / Worksho~s useful: 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stateggency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINAR MATERIAL POOR SATISFY- GOOD VERY EXCEL 1 ACTOR* / 1 0000 / LENT 

Text Matenal Adeauacv I I I 1-4 

a. LECTURERS 
EVALUATION 

Coordinahon & Correlauon 

Contnbuhon to Goal Attarnrnent 

Informauon Value m Work Area 

Inclusion of Pracucal Au~lications 

~brllrv to Convey Information I I I I J  I 

/ 

cl 

cl 

w 

Degree of Capab~l~ty in Subjects 

Degree of Effectiveness and 

Interachon wth Pamapants 

Range of Success m Tramng 

Methods Selection 

III. DURATION & 

SEMINAR LOCATION: 

/ 

ci 

Appropnate Tirmng of Semnar 

cl 

Appropnate Locahon I 

- - - 

/ 

- - - - - - - 

1 21 



Please list any other subiects for which you would find Seminars / Workshous useful: 

4nv Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StatgAgency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINARMATERIAL POOR SATISFY- GOOD / / ACIORY 1 
Text Matenal Adequacy 

Coordmauon & Conelmon 

Contnbuuon to Goal Attanment 

1 I n f o u o n  Value in Work Area I I I 

II. LECTURERS 

AbiIitv to Convev Informauon 

Degree of Capab~lity in Subjects 

Degree of Effectiveness and 

Interacuon \nth PaNcipants 

Range of Success in Trarung 

 methods Selecuon 

m. DURATION & I SER,IINAR LOCATION: 

Appropnate Tirmng of Semnar 
I I I 

Appropnate Locauon 

VERY 

GOOD 

\/ 

9' 
7 
% 

% 

7C 

% 

EXCEL 

LENT 

% 

Y 

% 

7 



Please list any other subiects for which vou would find Seminars /Workshops useful: 

I.' 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StatelAgency for International Development 
(U.S. AID) 

Amman - Jordan 



L SEMINARMATERLAL 

Text Matenal Adequacy 

Coordmahon & Correlation 

I Interactlon with Pmci~ants I I I A  I I 

Contnbuhon to Goal Amnment 

Infomuon Vaiue in Work Area 

Incluaon of Praacal Applicahons 

II. LECTURERS 
EVALUATION 

Ablhty to Convey bforrnahon 

Degree of Capability m Subjects 

Degree of Effectiveness and 

I Range of Success in Tramng 

Methods SeIeaon 

POOR 

X 
X 

X 

< 

SATISFY- 

ACTORY 

3 

El. DURATION & 

SEMINAR LOCATION: 

Time Sufficxenw 

x 

v 

'K 
Appropnate Tlrmng of Sermnar 

Appropnate Locauon 

GOOD 

x 
-- 

x 
% 

VERY 

GOOD 

EXCEG 

LENT 



PIease list any other subiects for which YOU would find Seminars / Worksho~s useful: 

Anv Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StatejAgency for International Development 
(US. AID) 

Amman - Jordan 



C I I ACTORY 1 1 GOOD I LENT 
I I I / I 

Contribution to God Attatnment I I I / I  
1 , I 

GOOD SATISFY- I. SEMINARMATERIAL 

Text Matend Adequacy 

Coordnauon & Correlatron 

POOR VERY 

I 

Informauon Value m Work Area 

EXCEL- 

I/ 

/ 

I / ' I  
Inclus~on of Pracucal Applications 

II. LECTURERS 
EVALUATION 

i / 1 

/ 

--- .' 
Ability to Convey Mormauon 

Degree of Capabiity m Subjects 

Interacuon wth Pmclpants 

Range of Success ur Trarung 

Methods Seiectlon 

m. D ~ T I O N  & 

Appropnate T m g  of Semnar 1 /I 
L 1 

Degree of Effecuveness and 

J 

S E r n A R  LOCATION: 

Time Suftic~ency 

/ 

, 

/ 

/" 

J 

Appropnate Locauon I 

I 
I 

1 I ../I 

I 



Please list any other subiects for which you would find Seminars 1 Workshops useful: 

Inv Other Comments 

\ 
ka ., 
I-Q 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StatesAgency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINARMATERIAL POOR SATISFY- GOOD VERY EXCEL I 1 ACTORY I 1 GOOD 1 LENT 

Teut MatcnaI Adequacy V 

Coor&nauon & Correlation '4 

I Contnbuaon to Goal Amnment I I I I I 
I Information Value ~n Work Area I I I I I ,l 

Inciunon of Pracucal Appl~cauons L 

II. LECTURERS 
EVALUATION 

Ab~hty to Convey Informatton U 

Degree of Capablhty m Subjects V 

Degree of Effecweness and 
'4 

Interaction mvlth Partmpants 

Range of Success in Tramng 
4 

Methods Selection 

rn. DURATION 1 SEMINAR LOCATION: 

Appropnate T m n g  of Semnar W 

Appropnate Locauon 'Ir 



Please list any other subiects for which YOU would find Seminars / Worksho~s useful: 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stateflgency for International Development 
(U.S. AID) 

Amman - Jordan 



1 I. SEMINAR M A T E m L  1 POOR SATISFY- I GOOD I VERY I EXCEL- I I 
Text Matenal Adequacy 

Coordmauon & Correlauon 

Contnbuuon to Goal Amnment 

I*. LECTURERS 

Infornabon Value in Work Area 

Inclusion of Pracucal Applicabons 

I EVALUATION I I I I I I 

ACTORY 

I A~IIIN to Convey informaaon I I I n  I I I 

d 

K 

4 - 
k 

I Interacuon wth Paruciclpants I I I I 

Degree of Capab~l~ty m Subjects 

Degree of Effecuveness and 

I Range of Success m Trarung 

Methods Selection 

GOOD 

1 Dl. DURATION & 

LENT 

f I 
I 

SEMINAR LOCATION: 

Time Sufficiency 

Appropnate T m n g  of Sermnar 

Appropnate Location 

A 

sC 

A 



Please list any other subiects for which you would find Seminars / Worksho~s useful: 

Any Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banlung Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stateflgency for International Development 
(U.S. AID) 

Amman - Jordan 



I ACTORY GOOD 
1 I I I 

Text Matenal Adequacv 

Coorhnauon & Correlauon 
> 

Contnbutlon to Goal Attarnment 

Informauon Value m Work Area J 

I EVALUATION 

Inclusion of PracucaI Apphcatlons 

El. L E C T U R E R S  

Ability to Convey Informauon 

Degree of Capablllty m Subjects 

Degree of Effecuveness and 

J 

Interacuon wth Pamapants 

Range of Success m Tramng 

I SEMINAR LOCATION: 1 1 

Methods Selecuon 

m. DURATION & 
I I 

I 

Appropnate Tlrmng of Senunar 
I 

Tlme Sufficiency 

I Appropnate Locauon I 1 1 I 

J 

EXCEL- 

LENT 



Please list any other subiects for which YOU would find Seminars /Workshoes useful: 

L 0 P r d  A , S  AfG.3 3 o K 3 4 4  , 

Anv Other Comments 

& X C ~ L G   EN^ 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Statefigency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINARMATERIAL 

Text Matenal Adequacy 

Coordmation & Correiatlon 

Contnbuuon to Goal Attainment 

Abliltv to Convey InformaUon I I I 1 % I  

POOR 

Informat~on Value in Work Area 

Inclus~on of PracUcal Applicatlons 

TT. LECTURERS 
E V A L U A T I O N  

ACTORY 

Time SuBkiency 1 X I 

'?, 
'L. 

Degree of Capabiltty m Subjects 

Degree of Effecuveness and 

Interacuon with Pmcipants 

Range of Success m Traimng 

Methods Selection 

m. DVRATION & 

SEMINAR L O C A T I O N :  

Appropnate Timng of Sermnar ! % I  

SATISFY- 

{ 
- - 

1 & I  ! 
$ 

'+- 

GOOD VERY 

GOOD I LENT 

% 
% 

EXCEL 

Appropnate Locauon I $ 1  



Anv Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Statefigency for International Development 
(U.S. AID) 

Amman - Jordan 



Text M~atenal Adequacy 

Informauon Value in Work Area 

Inclusion of Practlcai Appllcauons 

EVALUATION I 

ACTORY GOOD 

v 
w 
v 

Degree of Capability m Subjects 

Degree of Effecuveness and 

Interaction wth Parucrpants 

Range of Success in Tramng 

Methods Selecuon 

m. DURATION & 

SEMINAR LOCATION: 

EXCEL 

LENT 

1/ 

Ir 

w' 

- - - 

Time SuiEclency 

Appropnate Timng of Senunar 

Appropnate Locatlon 

-- - - 

V' 

--- - -- - - 

t/ 
L/ 

- - -  



Please Iist any other subjects for which YOU would find Seminars / W o r k s h o ~ ~  useful: 

-h +AW ut + Y , T M U J -  

Any Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Statefigency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINARMATERIAL POOR SATISFY- GOOD 

ACTORY 

Text Matenal Adequacy - a 

I J 

Coordinauon & Correlauon 1 1 / I  

Informauon Value m Work Area / I 
b I 

Inclus~on of Prmcal Apphcauons I 
II. LECTURERS 

EVALUATION 1 
1 1 

Abihv to Convey Mormabon 

Degree of Capablhty in Subj~ct. 

Degree of Effectiveness and 

Range of Success m Trarung 

Methods Selecuon 

ID. DURATION & 

SEMINAR LOCATION: 

T~me Sufficrency / 
Appmpnate T m n g  of Semnar 

Apurounate Locatron c// 

VERY EXCEL- I 
GOOD I LENT 



Please fist anv other subiects for which YOU would find Seminars / Worksho~s useful: 



Trade Finance 
Seminar 

September 13- 17, 1997 

r;- 

J 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StateMgency for International Development 
(U.S. AID) 

Amman - Jordan 



I I. SEMINAR MATERIAL POOR SATISFY- I 

I I I n f o b o n  VaIue m Work Area I 1x1 1 - 1  

Text Matenal Adequacy 

Coordmauon & Correlauon 

Contnbuuon to Goal Amnment 

Inclusion of Pracucal Applicauons ( x I 1 
I I I II. LECTURERS 

ACTORY 

Abihty to Convey Mormauon 

Degree of Capabihty m Subjects 

Degree of Effectiveness and X 

I Range of Success rn Trai~ung 

Methods Seiecaon 

GOOD LENT 

SEMINAR LOCATION: 

Trme SuEclency 

Appropnate Tirmng of Sermnar 

Appropriate Locatlon 'A 



Please list anv other subiects for which YOU would find Seminars i Workshops useful: 

4nv Other Comments 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United StatGAgency for International Development 
(U.S. AID) 

Amman - Jordan 



I. SEMINAR MATERIAL I POOR I SATISFY- I GOOD 1 VERY 1 EXCEL- 

ACTORY 

Information Value m Work Area I 1 1 

Tevt Matenal Adequacy 

Coordmatlon & Correlauon 

Contnbutlon to Goal Amnrnent 

11. LECTURERS I I I I I 

GOOD 

b' 

/ 

LENT 

EVALUATION 
1 

Abllity to Convey Information 

Desee of Capability m Subjects 

Degree of Effectweness and 

- 
- 

Range of Success tn Trarrung 

Methods Selecaon 

m. DURATION & 

SEMINAR LOCATION: 

Time Suffic~encv 

Appropnate T m n g  of Senunar 

Appropriate Locauon 

I 
., 

d 

1 



Please list any other subiects for which you would find Seminars 1 Workshops useful: 



- Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studies 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stateagency for International Development 
(US. AID) 

Amman -Jordan 



1. SEMINAR MATE= ( POOR ( SATISFY- ( GOOD ( VERY I EXCEL- 

I Informahon Value m Work Area ( I I ; I 1 

Tee Matenal Adequacy 

Coordmatlon & Correlation 

Contnbuhon to Goal Attatnment 

I EVALUATION I 

ACTORY 

Inclusion of PractlcaI ~ ~ ~ l i c a t r o n s  

II. LECTURERS 
, f l  

GOOD 

/ 
, /" 
r 

Abllity to Convey Informahon 

Degree of Capabdity ~n Subjects 

Degree of Effecuveness and 

I DL DURATION & 1 I 

LENT 

Interacuon wth Part~cipants 

Range of Success m Tramng 

Methods Selection 

SEMINAR LOCATION: 1 1 

cT 

P 

/- 

-/ 

./ i. 



Please list anv other subiects for which YOU would find Seminars 1 Workshoos useful: 



Trade Finance 
Seminar 

September 13-17, 1997 

Held at The Institute of 
Banking Studie~ 

In Cooperation With 

Jordan Loan Guarantee Corporation & 

United Stat-ency for International Development 
(U.S. AID) 

Amman - Jordan 



Text Matenal Adequacy 

Coordmtton & Correiauon 

Contnbutton to Goal Atlament 

Infomuon Value in Work Area 1 x 

EVALUATION 

Inclus~on of Pracucal Applicauons 

11. LECTURERS 
I 

~bility to Convey ~n€ormauon 

Degree of Capability 1n Subjects 

Degree of Effecuveness and 

ID. DURATION & 

>r 1 

Interamon wth Pmcipants 

Range of Success m Trarung 

Methods Selection 

I/' 

/t 

I 
A 

SEMINAR LOCATION: 

Time SufEicrency 

Appropnate Tlmng of Semnar 

Appropnate Locatlon 

I 

y' 
< 

x' 



FAX (962 5 )  701 776 

WS. Jordan Loan Guarantee Corp. FAX 617396 

To the kind attentlan of:- 
Mr. Saeed Hammami /General Manager. 

DATE : 20.9.97 
FIEF. : 944197 

Number GI pages rncludmg c3ver ( I )  
I f  you do not rscecve all pages, please call 

Dear Sir, 

On behalf cf Ai Mawarad Naturai Beauty Products Corp. pieass aliow me to 
express my deep thanks to your organization as wsll as for you personaliy, for 
giving us tha oDporiun~ty t~ atterd the Trzde Finance Seminar wh~ch  had Seen 
held recently. Aka, to son./ey our thsnks lor the persons In charga of the US 
Agency for Inter~ational Eeve(cpment as well as our dear instructor, Mr Zamon. 

!t is a succassful senirf~ir afid I hcpe w~th  the next semlnars t h a  you wlll be able 
to do it on a high level f ~ r  dsc~sion makers in order to achreve the goals cf tne 
program. 

We ~ l l  ba always iooking toward a very fr~itful coopera~i~n between our both 
rnstltut~ons. 

Sincerely yours, 

Vice President 
Khalid A. Rahim 

Delivery address: Amman City, Jabal Al Husarn Area Khalrd Bin Al Waleed St., Adel AI Qasem 
Complex, 6" Floor. / 
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Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is ~ntended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner- 

First: Respond to each of the questions in the trainlng program categor~es on the followmg pages by 
simply putting an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatwe words are in ltallcs Numer~cal gradat~ons are self explanatory 

Second: At the end of thls evaluation, where your comments are solic~ted, please ~nd~cate  any further 
criticisms, general comments on, or methods for, improving the course. Please Identify each 
cnticlsm, complement, or improvement according to the categones shown below 

Subject Matter 

Charactenst~cs of small bustness were clearly presented 
Competitive analys~s was clearly presented 
Management analysis was clearly presented. 
The importance of management In the control of the conversion cycle is dear 
Common size analysis was clearly presented. 
Cash flow for small business was clearly presented 
Selected rauo analj6s was clearly presentd 
Reasons for short- or long-term lending IS clear to me 
The case study was relevant. 

Utility of Subject Matter 

This course is dzrectly related to my man responsibtlity 
I wll use more than halfof the subject matter in my datly work 
Subject matter IS good background mnformano~ 
The subject matter Included Important new anaiysrs tools For my daily work 
The subject matter helped clarify appllcabdtty of analysis tools I already possessed, 
I believe I can do my job more effectwely and efficiently than before this course 
The subject matter will help me recognize opportunihes to cross-sell JLGC servlces 
The subject matter has applicability in areas other than just my JLGC work 



Room was comfortable 
Teachlng aids were adequate (Make any suggestions In  second part ) 
Tlme allocation was appropnate (Make comments In second part ) 
Reference mater~als were useful 

Participants 

Fellow trainees added to the value of the course 
I perceived candor and smcenty among partmpants 
There should have been different groupings (Make suggestions In second part) 

Trainer 

The trainer was well prepared 
The teachmg alds, audio and nsual, were well chosen and appropnate 
The trainer had a good sense of participant requuements 
The tramer answered all questions to my satlsfactlon 
The tramer achleved balance between theory and practrce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the trainlng course that you have just 
completed Your name should not appear on thls evaluation Please respond to each question 
thoughtfully In the following manner* 

First: Respond to each of the questions In the training program categones on the following pages by 
simply putting an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatzve words are in italzcs Numerical gradations are self explanatory 

Second: At the end of this evaluation, where your comments are sohcited, please ind~cate any further 
cntlcisms, general comments on, or methods for, improving the course Please identrfy each 
cntlcism, complement, or improvement according to the categories shown below 

Subject Matter 

Charactenstm of smaH busmess were clearly presented. 
Competittve analysls was clearly presented 
Management analysls was clearly presented 
The Importance of management in the control of the conversion cycle 1s clear 
Common slze analysis wasclearly presented. 
Cash flow for small busmess was clearly presented 
Selected raho anal2sls was clearly presented. 
Reasons for short- or long-term lendtng is clear to me 
The case study was relevant 

Utility of Subject Matter 

This course IS directly related to my maln responslbllity 
I wlll use more than halfof the subject matter In my dally work 
Subject matter IS good background m~ormanon 
The subject matter ~ncluded tmportant new analysu tools for my daily work 
The subject matter helped clar~fy appl~cab~lity of analysis tools I already possessed. 
I belleve I can do my job more effectively and efficiently than before th~s  course 
The subject matter will help me recognize opportunihes to cross-sell JLGCsemces 
The subject matter has applicab~lity in areas other than just my ILGC work 



Room was comfortable 
Teachtng a~ds  were adequate (Make any suggesttons in second part ) 
Tlme allocat~on was appropnate (Make comments In second part )- ,, ,,-,, llLLl -C 

Reference mater~als were useful A & / . ! -  3 Juy 
' 5  h,&e J 

Poor Excellent 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and smcenty among participants 
There should have been different groupings (Make suggestions in second part) 

Trainer 

The trainer was well prepared 
The teaching alds, aud~o and vnual, were well chosen and appropnate 
The tramer had a good sense of partxipant requuements 
The trainer answered all quest~ons to my satlsfactlon 
Zrfie tmnet achleved+balance between theory and practice. 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AM) REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRLATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

T h ~ s  evaluatlon form IS intended to be a tool for lmprovlng the tralnlng course that you have just 
completed Your name should not appear on th~s  evaluat~on Please respond to each questlon 
thoughtfully In the following manner 

First: Respond to each of the questions in the tralnlng program categories on the following pages by 
simply puttlng an "X" In the appropriate box As thls 1s an oplnlon poll and value judgments are 
required, the operatzve words are in ztalzcs Numerical gradahons are self explanatory 

Second: At the end of thls evaluatlon, where your comments are sollc~ted, please mdlcate any further 
cnhcisms, general comments on, or methods for, improving the course Please identify each 
cntlcism, complement, or improvement according to the categories shown below 

Subject Matter 

Characteristm of small busmess were clearly presented. 
Competitive analys~s was clearly presented 
Management. analy sis was clearly presented 
The importance of management in the control of the conversion cycle is clear 
Common size analysis wasclearly presented 
Cash flow for small busmess was clearly presented 
Selectedratlo analysts was clearly presented. 
Reasons for short- or long-term lend~ng a clear to me 
The case study was relevant. 

Utility of Subject Matter 

This course is directly related to my main responsibility 
I will use more than halfof the subject matter in my dally work 
Subject matter 1s good background rnformanon 
The subject matter ~ncluded ~mportant new analysls tools for my daily work 
The subject matter helped clarrfy applicab~lity of analysis tools I already possessed 
I believe I can do my job more effectwely and efficiently than before thls course 
The subject matter wsll help me recognize oppomnlhes to cross-sell JLGC servlces 
The subject matter has applicab~lity in areas other than just my JLGC work 

Poor Excellent 



FaciIities/Logistics 

Room was comfortable 
Teachmg aids were adequate (Make any suggestions In second part ) 
Time allocat~on was appropnate (Make comments in second part ) 

I Reference mater~als were useful 

Poor Excellent 

Participants Poor Excellent 

Fellow tramees added to the value of the course 
I perce~ved candor and smcenty among partic~pants 
There should have been different groupings (Make suggestions in second part) 

Trainer 

The trainer was well prepared 
The teachlng alds, audio and visual, were well chosen and appropnate 
The trainer had a good sense of pmclpant requirements. 

The tralner answered all questions to my satlsfactlon 
The tramer ach~eved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 
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Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluat~on form is mtended to be a tool for improvmg the traning course that you have just 
completed Your name should not appear on this evaluation. Please respond to each question 
thoughtfully in the following manner* 

First: Respond to each of the questions in the training program categories on the following pages by 
simply puttmg an "X" in the appropnate box As thls 1s an opmon poll and value judgments are 
required, the operatwe words are in ~talrcs. Numerical gradations are self explanatory 

Second: At the end of th~s  evaluation, where your comments are sohcited, please indicate any further 
cnticlsms, general comments on, or methods for, improving the course Please ident~fy each 
criticism, complement, or improvement accordmg to the categones shown below 

Subject Matter Poor Excellent 

Charactenstrcs of small busrness were clearly presented. 
Competitive analysls was clearly presented 
Management analysis was clearl~l presented:.. 
The Importance of management tn the control :f the conversion cycle 1s clear 
Common size analysis was deady presented. ' 
Cash flow for small busmess was clearly presented. , 
Selected ratro analysis was clearly presented 
Reasons for short- or long-term lend!ng IS clear to me 
The case study wasrelevanr 

Utility of Subject Matter 

T h ~ s  coursets directly related to my m a n  respons~btlity. 
I w~ll  use more than halfof the subject matter In my dally work. 
Subject matter ts good background mformatron- 
The subject matter lncluded lrnportant new analysrs rook for my dally work 
The subject matter helped clarijl applicabtlity of analysis tools I already possessed. 
I belleve I can do my job more effecttvely and efficiently than before th~s  course 
Thesubject matter w ~ l l  help me recognize opportunities to cross-sell L G C  semces 
The subject matter has appllcablltty in areas other than just my JLGC work 

Poor Excellent 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluat~on form 1s intended to be a tool for lmprovlng the tralning course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
s~mply putting an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatwe words are in italzcs Numerical gradations are self explanatory 

Second: At the end of this evaluation, where your comments are solicited, please indicate any further 
criticisms, general comments on, or methods for, improving the course. Please identify each 
cnt~cism, complement, or improvement according to the categories shown below 

Subject Matter 

Charactenstics of small business were clearly presented. 
Competltwe analysrs was clearly presented 
Management analysis was clearly. presented 
The Importance of management m the control of the conversion cycle 1s clear 
Common stze analys~s was clearw presented. 
Cash flow for small busmess was clearly presented 
-SeEctedxaho analysis was clearly presented. . . ., 
Reasons fof short- or long-term lendrng is clear to me 
Themse study: was-relevant. 

Utility of Subject Matter 

T h ~ s  course,is directly related to my main respons~b~lxty. 
I wlll use more than halfof the subject matter In my dally work 
Subject matter isgood background rnformatron 
The subject matter included Important new analysrs tools for my dally work 
The subject matter helped clanfy appllcab~lity of analys~s tools I already possessed. 
I believe I can do my job more effect~vely and efficiently than before thls course 
The subject matter wlli help me recognize opportunihes to cross-sell XGC servlces 
The subject matter has appllcablllty In areas other than just my JLGC work 



Room was comfortable 
Teachlng ads  were adequate (Make any suggestions In second part ) 
Time allocat~on was appropnate (Make comments In second part ) 
Reference matenals were useful 

Participants 

Fellow tramees added to the value of the course 
I perce~ved candor and stncenty among participants 

There should have been different groupings (Make suggestions In second part) 

Trainer 

The tralner was well prepared 
The teach~ng aids, audio and vlsual, were well chosen and appropnate 
The tramer had a good sense of participant requirements 
The trainer answered all questions to my sat~sfaction 
The tramer achieved balance between theory and pracuce 

Poor Excellent 

Poor Excellent 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS : 

This evaluat~on form is intended to be a tool for improving the traning course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
simply puttmg an "X" in the appropriate box. As this is an opinion poll and value judgments are 
required, the operatzve words are in italics Numerical gradations are self explanatory 

Second: At the end of ths  evaluation, where your comments are solicited, please mdicate any further 
criticisms, general comments on, or methods for, improving the course. Please identify each 
criticism, complement, or improvement according to the categories shown below 

Subject Matter Poor Excellent 

Charactenstics of small busmess were clearly presented. 
Competitive analys~s was clearly presented 
Management analys~s wasclearly presented: 
The importance of management in the control of the conversion cycle u clear 
Common slze analys~s was clearly presented 
Cash flow for small busmess was clearly presented 
Selected ratlo analysts was clearly presented. 
Reasons for short- or long-term lending is clear to me 
The case study was relevant 

Utility of Subject Matter 

Thts course IS directly reiated to my maurresponsib~llty 
1 will use more than halfof the subject matter 1x1 my dady work. 
Subject matter ~s good background rnformanon. 
The subject matter included Important new analysrs tools for my dally work 
The subject matter helped clarrfi applrcab~lity of analysis tools I already possessed. 
I belleve I can do my job more effectwely and efficiently than before thls course 
The subject matter wlll help me recognize opportunlhes to cross-sell JLGC servlces 
The subject matter has appllcabdity In areas other than just my JLGC work 



Room was comfortable 
Teachmg a~ds  were adequate (Make any suggestions In second part ) 
Time allocation was appropnate (Make comments rn second part ) 
Reference materials were useful 

Participants 

Fellow tramees added to the value of the course 
I perce~ved candor and smcenty among partlclpants 
There should have been dtfferent groupings (Make suggestions m second part) 

Trainer Poor Excellent 

The trainer w& well prepared 
The teaching a~ds, audio and vuual, were well chosen and appropnate 
The fxalner had a good sense of partrcrpant requuements 
The tramer answered all questions to my sat~sfact~on 
The trainer achieved balance between theory and practice. 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN TKAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS : 

This evaluation form is mended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluation. Please respond to each questlon 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
simply putting an "X" in the appropnate box As this is an opinion poll and value judgments are 
required, the operatzve words are In ttalzcs Numencal gradations are self explanatory 

Second: At the end of th~s  evaluation, where your comments are solicited, please indicate any further 
criticisms, general comments on, or methods for, improvmg the course Please identify each 
cnhclsm, complement, or improvement according to the categories shown below 

Subject Matter 

CBaractenstics of small business wereclearly presented. 
Competitive analysls was clearly presented 
Management analysrs was clearly presented 
The Importance of management tn the control of the conversion cycle 1s clear 
Common size analys~s was clearly presented. 
Cash flow for small business was clearly presented 

' ~ e c t e d  ratio analysis was clearly presented 
Reasons for short- or long-term lendmg 1s clear to me 

-'lJwcase, study was relevant 

Utility of Subject Matter 

This course IS duectly related to my mahresponslbility 
I w~l l  use more than halfof the subject matter In my dally work. 
Subject matter s good background mnformatron. 
The subject matter Included tmportant new amlysrs tools for my daily work 
The subject matter helped clarrfy appllcab~lity of analysis tools I already possessed. 
I belteve I can do my job more effectively and efficiently than before this course 
The subject matter wtll help me recognize opportumbes to cross-sell XGC servtces 
The subject matter has applcablhty in areas other than just my JLGC work 



Room was comfortable 
Teach~ng aids were adequate (Make any suggestlons in second part ) 
T ~ m e  allocat~on was appropnate (Make comments rn second part ) 
Reference materials were useful 

Participants 

Fellow trainees added to the value of the course 
I perceived candor and sincerity among participants 

There should have been different groupmgs (Make suggestrons in second part) 

Trainer 

The trainer was well prepared 
The teaching alds, audlo and visual, were well chosen and appropnate 
The tralnet had a good sense of participant requirements 
The tramer answered all questions to my satisfaction 
The tratner achieved balance between theory and practtce 

Poor Excellent 

Poor Excellent 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

T h ~ s  evaluation form 1s mtended to be a tool for improvmg the training course that you have just 
completed Your name should not appear on th~s  evaluat~on Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the quesuons in the trainlng program categories on the following pages by 
s~mply puttlng an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatrve words are in rtalrcs Numerical gradations are self explanatory 

Second: At the end of this evaluation, where your comments are sohc~ted, please Indicate any further 
cntmsms, general comments on, or methods for, improving the course. Please identify each 
critmsm, complement, or Improvement according to the categories shown below 

Subject Matter 

Charactenstics of small busmess were clearly presented 
Competthve analysrs was clearly presented 
Management analysls was clearly presented. 
The importance of management in the control of the conversion cycle 1s clear 
Common slze anaiys~s was clearly presented. ' . 
Cash flow for small business was clearly presented 
Selected Tabo analysis was clearly presented 
Reasons for short- or long-term lend~ng is clear to me 
TIie case study was relevant 

Utility of Subject Matter 

This course n dtrectly related to my man responsibrlity 
I: w~ll use more than halfof the subject matter In my dally work 
Subject matter IS good background rnformatron 
The subject matter included important new analysrs tools for my dally work 
The subject matter helped clarrfy appllcabllity of analysis tools I already possessed. 
I believe I can do my job more effectively and efficiently than before thls course 
The subject matter wdl help me recognlze opportutuhes to cross-sell L G C  services 
The subject matter has applicab~l~ty m areas other than just my JLGC work 

Poor Excellent 

Poor Excellent 



Room was comfortable 
Teaching a ~ d s  were adequate (Make any suggestions in second part ) 
Tlme allocat~on was appropnate (Make comments in second part ) 
Reference mater~als were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and sincerity among participants 

There should have been d~fferent groupings (Make suggestions In second part) 

Trainer 

The tramer was well prepared 
The teachmg ads, aud~o and vuual, were well chosen and appropriate 

The tralner had a good sense of partlclpant requirements 

The tramer answered all questions to my sat~sfaction 
The tralner ach~eved balance between theory and practlce 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thls evaluation form is meended to be a tool for improving the trainmg course that you have just 
completed Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions In the training program categories on the following pages by 
simply puttmg an "X" in the appropriate box As this is an opinion poll and value judgments are 
required, the operatzve words are in ltalzcs Numerical gradations are self explanatory 

Second: At the end of t h s  evaluation, where your comments are solicited, please Indicate any further 
dnticisms, general comments on, or methods for, improvmg the course. Please identlfy each 
criticism, complement, or improvement accordmg to the categories shown below 

Subject Matter Poor Excellent 

Charactenstrcs. of small busmess were clearly presented, 
Competltlve analyns was clearly presented 
Management analysis was clearly presented, 
The importance of management m the control of the conversion cycle u clear 
Common srze analysis was clearl~presented. 
Cash flow for small buslness was clearly presented 
Selected raao ana lps  was clearly presented 
Reasons for short- or long-term lend~ng is clear to me 
The case study was relevant 

Utility of Subject Matter 

?XIS course IS directly reIated to my mam respons~billty 
1 wdl use more than halfof the subject matter In my datly work 
Subject matter is good background tnformanon 
The subject matter Included Important new analysrs tools for my druly work 
The subject matter helped clartfi applicability of analysrs tools I already possessed. 
I belteve I can do my job more effectively and effic~ently than before th~s  course 
The subject matter w11 help me recognize opportunlhes to cross-sell SGC services 
The subject matter has appllcab~l~ty Ln areas other than ~ u s t  my JLGC work 



Room was comfortable 
Teach~ng aids were adequate (Make any suggestions In second part ) 
Time allocat~on was appropnate (Make comments In second part ) 
Reference mater~als were useful 

Participants 

Fellow tramees added to the value of the course 
I perce~ved candor and sincerity among participants 
There should have been d~fferent groupmgs (Make suggestions In second part) 

Trainer 

The tramer was well prepared 
The teachmg aids, aud~o and visual, were well chosen and appropnate 
The tralner had a good sense of partmpant requuements 
The tra~ner answered all questions to my sat~sfaction 
The tralner achieved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thls evaluation form IS mtended to be a tool for lmprovlng the traning course that you have just 
completed Your name should not appear on th~s evaluation Please respond to each question 
thoughtfully In the follow~ng manner 

First: Respond to each of the quesbons In the trainlng program categones on the follow~ng pages by 
s~mply puttlng an "X" In the appropnate box As thls IS an oplnlon poi1 and value judgments are 
required, the operatwe words are In ltalccs Numerical gradatlons are self explanatory 

Second: At the end of t h s  evaluaaon, where your comments are solicited, please Indicate any further 
cntic~sms, general comments on, or methods for, improving the course. Please ldentlfy each 
cntnsm, complement, or improvement accordmg to the categones shown below 

Subject Matter 

Charactenshcs of small busmess were clearly presented 
Competlhve analys~s was clearly presented 
Management analysis was clearly presented. 
The importance of management In the control of the conversion cycle IS clear 
Common size analysis was clearly presented. 
Cash flow for small busmess was clearly presented. 
Selected raho analysls was clearly presented: 
Reasons for short- or long-term lending 1s clear to me 

,, 
The case study was relevant 

Utility of Subject Matter 

This course is directly related to my main respons~bility 
I will use more than halfof the subject matter in my dally work 
Subject matter is good background informanon 
The subject matter included Important new analysis tools for my daily work 
The subject matter helped clarify applicability of analysis tools I already possessed 
I believe I can do my job more effectively and efficiently than before this course 
The subject matter wrll help me recognize opportunities to cross-sell L G C  services 
The subject matter has applicabil~ty In areas other than just my ILGC work 



Room was comfortable 
Teach~ng ads  were adequate (Make any suggestions In second part ) 
T ~ m e  allocahon was appropnate (Make comments In second part ) 
Reference materials were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and stncenty among partmpants 
There should have been d~fferent groupmgs (Make suggestions In second part) 

Trainer 

The tramer was well prepared 
The teachlng aids, audio and vuual, were well chosen and appropnate 
The trainer had a good sense of partrcipant requirements 
The tramer answered all questions to my sat~sfacuon 
The tramer achleved balance between theory and practice 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form 1s intended to be a tool for improving the tralnlng course that you have just 
completed. Your name should not appear on this evaluation Please respond to each question 
thoughtfully in the followrng manner 

First: Respond to each of the questions in the trainlng program categories on the following pages by 
s~mply puttlng an "X" in the appropriate box As thls is an oplnion poll and value judgments are 
required, the operatwe words are in ztalrcs Numerical gradations are self explanatory 

Second: At the end of this evaluation, where your comments are solicited, please indicate any further 
cnticlsms, general comments on, or methods for, improving the course Please idenbfy each 
critlclsm. complement, or ~mprovement according to the categones shown below 

Subject Matter 

Charactenstrcsof small business were clearly presented 
Competitive analysis was clearly presented 
Management analysis was clearlypresented 
The Importance of management in the control of the conversion cycle is clear 
Common srze analysis was clearlypresented 
Cash flow for small busmess was clearly presented 
Selected ratlo analys~s was,clearIy presented 
Reasons for short- or long-term lend~ng is clear to me 
The case smdy was relevant 

Utility of Subject Matter 

Poor Excellenh. 

This course IS directiy related to my mam responsibil~ty 
I will use more than halfof the subject matter In my dally work 
Subject matter is good background rnformanon 
The subject matter included important new anafysrs tools for my dally work 
The subject matter helped cianfy applicabihty of analysis tools I already possessed 
I believe 1 can do my job more effect~vely and efficiently than before this course 
The subject matter will help merecognlze opportunities to cross-sell ILGC services 
The subject matter has applicabil~ty in areas other than just my JLGC work 



Room was comfortable 
Teachmg a d s  were adequate (Make any suggesttons In second part ) 
T ~ m e  allocat~on was appropnate (Make comments In second part ) 
Reference mater~als were useful 

Participants Poor Excellen& 

Fellow trainees added to the value of the course 
I perceived candor and slncerlty among partlcrpants 
There should have been different groupings (Make suggestions In second part) 

Trainer Poor ExceIlent 

The trainer was well prepared. 
The teaching ads, aud~o and visual, were well chosen and appropnate 
The tramer had a good sense of parnapant requirements 
The trainer answered all questions to my satisfact~on 
The trainer achieved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form is intended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluation Please respond to each questlon 
thoughtfully in the following manner 

First: Respond to each of the questions In the trainlng program categories on the following pages by 
slmply puttlng an "X" in the appropriate box As this is an opinlon poll and value judgments are 
required, the operattve words are In rtalrcs Numencal gradations are self explanatory 

Second: At the end of thls evaluation, where your comments are solicited, please Indicate any further 
criticisms, general comments on, or methods for, Improving the course Please identlfy each 
criticism, complement, or improvement according to the categones shown below 

Subject Matter Poor Excellent 

Charactenst~cs of small business were clearly presented. 
Competltlve analysls was clearly presented 
Management analysis was clearly presented 
The Importance of management m the control of the conversion cycle IS clear 
Common slze analysis was clearly presented 
Cash flow for small business was clearly presented 
Selected raho analysls was dearly presented 
Reasons for short- or long-term lendmg IS clear to me 
The-case study was relevant 

Utility of Subject Matter 

This course 1s directly related to my man  respons~billty 
I will use more than halfof the subject matter in my daily work 
Subject matter is good background tnfonnation; 
The subject matter rncluded important new analysrs tools for my daly work 
The subject matter helped clarrfy applicability of analys~s tools I already possessed. 
I belleve I can do my job more effectwely and efficiently than before th~s  course 
The subject matter wrll help me recognize opportumhes to cross-sell JLGC servtces 
The subject matter has applicabllrty In areas other than just my JLGC work 



Room was comfortable 
Teachmg aids were adequate (Make any suggestlons In second part ) 
Tme allocat~on was appropnate (Make comments In second part ) 
Reference rnater~als were useful 

Participants 

Fellow tramees added to the value of the course 
I perceived candor and smcenty among partlapants 
There should have been d~fferent groupings (Make suggestlons In second part) 

Trainer 

The trainer was well prepared 
The teach~ng aids, audlo and v~sual, were well chosen and appropnate 
The trainer had a good sense of partlclpant requirements 
The tramer answered all questions to my satisfaction 
The tramer ach~eved balance between theory and pracuce 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

Thls evaluation form is intended to be a tool for improvmg the training course that you have just 
completed Your name should not appear on thls evaluatlon Please respond to each question 
thoughtfully in the following manner 

First: Respond to each of the questions in the training program categories on the following pages by 
simply putting an "X" In the appropriate box As thls 1s an opinlon poll and value judgments are 
requ~red, the operatrve words are in rtalzcs Numencal gradations are self explanatory 

Second: At the end of th~s  evaluatlon, where your comments are sohcited, please indicate any further 
criticisms, general comments on, or methods for, lmprovlng the course. Please identify each 
criticism, complement, or improvement according to the categories shown below 

Subject Matter Poor Exceiknt 

Charactenstics of small business were cbarly presented. 
Competitive analysis was clearly presented 
Management analysis was clearly presented 
The importance of management m the control of the conversion cycle u dear 
Common size anaIysis was cbarly presented 
Cash flow for small busmess was clearly presented 
SeIected ratlo analysis was clearly presented. 
Reasons for short- or long-term lend~ng is cbar to me 
The case study was =levant. 

Utility of Subject Matter 

Thls course 1s dtrectly related to my ma~nresponslbility 
I w ~ l l  use more than halfof the subject matter In my duly work. 
Subject matter is good background rnformahon 
The subject matter included Important new analysts tools for my dally work 
The subject mattec helped clarlfi appllcablhty of analysis tools I already possessed 
I belleve I can do my job more effectlvely and efficiently than before th~s  course 
The subject matter wtll help me recognize opportunltles to cross-sell JLGC services 
The subject matter has applicab~l~ty m areas other than just my JLGC work 

Poor Excellent 



Room was comfortable 
Teaching ards were adequate (Make any suggestions In second part ) 
Time allocation was appropnate (Make comments In second part ) 
Reference materials were useful 

Participants 

Poor Excellent 

Poor Excellent 

Fellow trainees added to the value of the course 
I perceived candor and sincerity among participants 
There should have been different groupmgs (Make suggestions In second part) 

Trainer Poor Excellent 

The tramer was well prepared 
The teachmg atds, audio and visual, were well chosen and appropnate 
The tralner had a good sense of partxipant requirements 

The tralner answered all questions to my satisfaction 
The trainer achieved balance between theory and practlce 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluat~on form 1s intended to be a tool for improving the trainlng course that you have just 
completed Your name should not appear on this evaluation Please respond to each questlon 
thoughtfully In the followmg manner 

First: Respond to each of the questions in the training program categorles on the followmg pages by 
slmply putting an "X" In the appropriate box As thls is an oplnion poll and value judgments are 
required, the operatwe words are In ztal~cs Numencal gradations are self explanatory 

Second: At the end of thls evaluation, where your comments are solrcited, please mdlcate any further 
cntlcisms, general comments on, or methods for, improving the course Please identlfy each 
criticism, complement, or improvement accordmg to the categorles shown below 

Subject Matter 

Charactenstm of small business were clearly presented 
Competitive analysis was clearly presented. 
Management analys~s was clearly presentet. 
The importance of management in the control of the conversion cycle IS clear 
Common size analysis was clearly presented 
Cash flow for small busmess was clearly presented 
SeIected r am amlys~s was clearly presented 
Reasons for short- or long-term lending is clear to me 
TIie case study was relevant 

Utility of Subject Matter 

T h ~ s  course is dzrectly related to my man responsibility 
I w~l l  use more than halfof the subject matter In my dally work 
Subject matterisgood background rnformatzon 
The subject matter included Important new analysas tools for my dally work. 
The subject matter helped clar~j'j applicability of analysls tools Lalready possessed, 
I believe I can do my job more effect~vely and efficiently than before thls course 
The subject matter w11I help me recognize opportunities to cross-sell JLGC services. 
The subject matter has appllcab~llty In areas other than just my JLGC work. 

Poor Excellent 



Room was comfortable 
Teachrng alds were adequate (Make any suggestions rn second part ) 
Ttme allocat~on was appropnate (Make comments In second part ) 
Reference mater~als were useful 

Participants 

Fellow trarnees added to the value of the course 
I perceived candor and sincerity among partlapants 
There should have been different groupings (Make suggestions in second part) 

Trainer 

The trainer was well prepared 
The teachlng alds, audlo and vuual, were well chosen and appropnate 
The trainer had a good sense of partlclpant requirements 
The traner answered all questions to my satlsfactlon 
The trainer achieved balance between theory and pracuce 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORUES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 



Jordan Loan Guarantee Corporation, Ltd. Training 
Course Evaluation 

INSTRUCTIONS: 

This evaluation form IS mtended to be a tool for improving the training course that you have just 
completed Your name should not appear on this evaluat~on Please respond to each question 
thoughtfully In the following manner 

First: Respond to each of the quesbons In the trainmg program categones on the followmg pages by 
simply putting an "X" in the appropnate box As thls is an opinlon poll and value judgments are 
required, the operatzve words are in rtalzcs Numerical gradat~ons are self explanatory 

Second: At the end of ths  evaluation, where your comments are sohcited, please indicate any further 
cntlcisms, general comments on, or methods for, improving the course Please ~dentify each 
criticism, complement, or improvement according to the categones shown below 

Subject Matter 

Charactenstics of small business were clearly presented. 
Compet~t~ve analys~s was clearly presented 
Management analysis was clearly presented. 
The importance of management in the control of the conversion cycle 1s clear 
Common size analysis was clearly presented 
Cash flow for small business was clearly presented 
Selected ratlo analys~s was clearly presented 
Reasons for short- or long-term lendmg 1s clear to me 
The case study was relevant 

Utility of Subject Matter Poor Excellent 

Thls course is dcrectly related to my mam responsibility 
I will use more than halfof the subject matter In my dally work 
Subject matter 1s good background rnfonnanon 
The subject matter ~ncluded important new analysts tools for my daily work 
The subject matter helped clartfy applicability of analysis tools I already possessed. 
I believe I can do my job more effect~vely and efficiently than before thls course 
The subject matter will help me recognize opportunlQes to cross-sell TLGC services 
The subject matter has applicab~llty in areas other than just my JLGC work 



Room was comfortable 
Teaching aids were adequate (Make any suggestions In second part ) 
T ~ m e  allocation was appropnate (Make comments In second part ) 
Reference rnaterlals were useful 

Participants 

Fellow tralnees added to the value of the course 
I perce~ved candor and sincerity among partlclpants 
There should have been different groupings (Make suggest~ons in second part) 

Trainer 

The trainer was well prepared 
The teachlng aids, audio and v~sual, were well chosen and appropnate 
The trainer had a good sense of participant requuements 
The trainer answered all questions to my sat~sfactlon 
The tramer achieved balance between theory and practice. 

Poor Excellent 

Poor Excellent 

PLEASE MAKE WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS ABOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS JNTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FREE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 
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Room was comfortable 
Teaching ads  were adequate (Make any suggestions In second part ) 
Tlme allocation was appropnate (Make comments In second part ) 
Reference materials were useful 

Participants 

Fellow tramees added to the value of the course 
I percewed candor and smcenty among part~cipants 
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The tramer answered all questions to my satisfaction 
The trainer achieved balance between theory and practice 

PLEASE MAKF. WRITTEN COMMENTS PER THE SECOND SET OF INSTRUCTIONS -4BOVE. PLEASE 
WRITE CLEARLY AND REMEMBER TO GROUP COMMENTS INTO ONE OF THE CATEGORIES 
ABOVE WHEN THAT IS APPROPRIATE. 

YOU ARE FIUEE TO DEFINE NEW CATEGORIES OR COMMENT WITHOUT STRUCTURE. 
YOU MAY USE MORE THAN A SINGLE SHEET TO COMPLETE THIS SECTION. 
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Evaluation of Training Effectiveness 

Training is recognized as investment in human capital. In a limited labor market, this investment 
is not only critical for increasing management efficiency and employee productivity, but often 
just to prevent good employees at every level from leaving the organization. 

In the service industry, training is a never-ending requirement This stems from the basic fact 
that in the services industry the consumer is an integral part of the production process. As a 
result, survival depends on forever changing the production process based on client requirements 
and preferences. Not surprismg then, ever-increasing amounts are bemg spent on trainmg This 
raises key issues of accountability and return on investment 

Measuring the effectiveness of the training provided by the Training Advisor to the JLGC must 
therefore address these issues, and definmg measurement criteria for accountability and return on 
investment an important task 

The Market Attitude: Accountability is Perceived Value 

Sellmg training products for a prolonged period in a market that perceives itself as being 
saturated is a major challenge for any training professional. The Training Advisor quickly 
encountered the market's primordial question of perceived value: 

Will the training you offer be an incremental contribution to all that which we have already 
experienced? 

From the investor in training the primordlal question was. 

Assuming you provide incremental training, will your methodology ensure retention and use 
of the subject matter by the recipients? 

Put in other words, "What will be my return on investment?" 
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Classical Measurement Criteria 

Donald L Kirkpatrick defined a classical set of training measurement criteria almost forty years 
ago in his book, "Evaluating Training Programs, The Four Levels 2" Jack J. Phillips, Ph.D. in his 
book, "Return on Investment in Training and Performance Improvement Programs," adds a fifth 
level, "Return on ~nvestment."~ A representation of those levels appears below. 

Training Measurement 
Level 
1 .  Reaction and Planned Action 

2. Learning 

3. Job Applications 

Reaction and Planned Action 

Measurement Focus 
Measures participant satisfaction with the 
program and captures planned actions. 
Measures changes in knowledge, skills, and 
attitudes 
Measures changes in on-the-job behavior 

4. Business Results 

5 Return on Investment 

Measuring participant reactions to the subject matter of training, and the participant's perception 
as to the utility of the subject matter in the work place, comprise one half of the first level. 
Getting the participant to identify precise action he will take in his job as a direct result of the 
training received comprises the second half of level one 

Measures changes in business Impact 
variables. 
Compares Program Benefits to Costs 

Both halves of this first level can be measured by requesting completion of appropriately crafted 
questionnmres. 

Learning 

In the second level, measuring changes in knowledge, skills, and attitudes associated with 
specific training is more difficult. Of course, knowledge testing is the obvious answer in areas of 
technical expertise such as accountmg, financial analysis, cash flow analysis, and the features 
and benefits of specific products Questionnaires to cl~ents on an employee's perceived level of 
product knowledge is widely used in the financial and non-financial services industry 

Donald L Kikpatnck, "Evaluatmg Trammg Programs, The Four Levels," Berrett-Koehler Publishers, (San 
Francisco, California), 1994 (Reprinted) 

Jack J Phillips, Ph D , "Return on Investment m Trammg and Performance Improvement Programs," Gulf 
Publishmg Company, (Houston, Texas), 1997 
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In the case of attitudinal evaluation, behavior assessment in role-play situations can be effective 
Performance evaluations by superiors, peer, and subordinates, and most important of all, clients, 
are also useful tools for attitudinal evaluation 

Job Applications 

Measuring changes at the thrd level, in on-the-job behavior, takes time. It should be an integral 
part of employee performance evaluation. This means that all training received by the employee 
should be recorded in his personnel file. Whether or not the employee must be held accountable 
for having that knowledge is a matter of goal setting on the one hand and the actual position the 
employee holds. Common tools for measuring the participants' use of specific training on the 
job include, but are not limited to, the following. 

Follow-up surveys of the participant peer and subordinates 
Follow-up questionnaires. 
Observation on the job and other forms of performance momtoring 
Interviews with participants, superiors, peers, subordinates, and clients 
Follow-up focus groups. 
Specific assignments based upon the training program 
Action planning based on the training program 

The difficulty of the above and on business results below is separating the affect of specific 
training from the myriad factors that motivate and influence on the job performance. Bearing 
this in mind, the evaluator must at once be objective and subjective in his evaluations. 

Business Results 

Judging how specific training impacts business performance variables comprises the fourth level 
of training performance. It is substantially more difficult than even on the job performance 
Common tools are: 

Control group arrangements. 
Trend line analysis of performance data agsllnst the control group 
Forecasting methods of performance data. 
Evaluabon of the training by subjective percentage estimates from management, staff, and 
customers 

Return on Investment 

Measuring the financial benefits of training against its cost requires that level four business 
results be assigned specific monetary value. Specifically, in the financial sector this requires that 
the financial benefits of customer satisfaction, market share, and the number of new account 
relationships be expressed in financial terms. In well run businesses; management estimates are 
often the best available conversions. Good managers intuitively factor in the cost of quality 
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service, employee time, and historical costs. They know where to find the data requred and how 
to apply the estimates of others. These financial benefits must then be compared to the costs of 
training. 

Five Levels of Evaluation and the JLGC Training Program 

These five criteria can be integrated with those gleaned from the scope of work for the training 
advisor and represented below. 

1 Numbers and Quality of Participants 
2. Participant Evaluations. 
3. Increased Loan Guarantee Volume 
4. Improvement in Underwriting Skills. 
5. Improvement in Underwriting Policies and Procedures 
6. Quality of Continued JLGC Training Programs. 
7. Increase in net income per employee 

This integration yields a new measurement matrix represented below 

Integrated Training Measurement 
Level 

1 Reaction and Planned Action 
Numbers and Quality of Participants. 
Participant Evaluations 

2. Learning. 
Improvement in Underwriting Skills. 

3. Job Applications. 
Improvement in Underwriting 
Policies and Procedures. 
Improved Quality of JLGC Training 
Programs. 

4 Business Results 
Increased Loan Guarantee Volume. 

5. Return on Investment. 
Increase in net income per employee. 

Measurement Focus 

Measures partlclpant satisfaction with the 
program and captures planned actions. 

Measures changes in knowledge, slulls, and 
attitudes. 

Measures changes in on-the-job behavior 

Measures changes in business impact variables 

Compares Program Benefits to Costs 
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Reaction and Planned Action 

Participant evaluations comprised the primary measurement for the success of the training 
program conducted for JLGC personnel, bankers, and exporters. The course curriculum was 
limited to the general category of Underwriting Skills shown on page 3. Management training as 
defined in the Training Assessment matrix shown on page 4 was not targeted. A major part of 
management training fell heavily under the scope of work assigned to the Marketing Advisor. 
Pricing, portfolio analysis and management, reinsurance issues, loan loss reserves, and legal 
issues were a daily topic of discussion between JLGC Seruor Managers and the Marketing 
Advisor. 

The Compilation of Participant Evaluations begimng on page 15 above, provides adequate 
evidence of the perceived effectiveness of various training courses 16 personnel of the JLGC 
attended one or both training sessions held for JLGC management and staff 41 bankers at all 
levels of management from 20 different banks attended either the Trade Finance course or the 
Small Business Lending course 10 members of the exporting community attended the Trade 
Finance Course. 

The limited time associated with each course-precluded development of statements of precisely 
how the information taught might be utilized in their specific job This could be the subject of a 
short follow-up seminar for the participants of the Trade Finance course (2 - 3 days The 
objective at the end of the course might be to conceptualize an action plan that would be 
implemented for the next two to six months. 

Learning 

Measuring what was learned took the form of case studies and presentations more frequently 
than by specific tests. In the opinion of the Training Advisor, participants successfully 
demonstrated their understanding of the skills they intended to teach. Their discussions and 
questions verified this assessment. Frequent accurate application of material not presented by the 
trainer, but included within the context of case study presentations made it obvious that the 
material presented was well understood. 

Job Applications 

Whether or not the material taught is being applied by participants on the job has not been tested 
At JLGC it is obvious that the issues of underwriting are being discussed with a new level of 
understanding. Risk is now of serious concern More importantly, there is serious discussion 
concerning the policies and procedures for controlling risk vis-a-vls the policies and procedures 
of serving the lending community. 

It has been observed that some requests for guarantees have been rejected based on undenvrlting 
skills taught in the course. Whether those declinations would have occurred in any case is not 
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known. What is known is that the level of confidence in decisions to decline requests is at a 
much higher level than before the training occurred. 

Amongst bank and exporter participants, verbal feedback indicates a higher appreciation for 
structuring credits and managing risks based on the transaction flow and conversion cycle 
Whether the pressures of the job will dampen known cautions can only be known over time. 

Business Results 

The Tramng Advisor at JLGC cannot measure the direct impact on business results of the banks 
and exporters JLGC itself will only know ths  indirectly by the quality and quantity of new 
deals to arrive at the doors of JLGC over the next SIX months. However, it is interesting to 
speculate that the following changes in volume of business year to date at JLGC, shown in 
Tables 10, 1 1, and 12, and the changes that occurred during the period from May 3 1 to 
September 30, 1997 when the Training Adv~sor was present at the JLGC shown in Table 13, 
were at least in a small way facilitated by the traimng that has occurred 

Table 10 
I Jordan Loan Guarantee Corporation I 

l ~ u m b e r  of A~~llcat lons Received 
I I I 

1166 1264 159% 

Comparative Loan Guafantee Statistics 1995 

. . - 
Guaranbe Amount of Applications Received 
Number of Appl~catlons Executed 
Guarantee Amount of Appfications Executed 
Number of Auul~cat~ons under Execut~on Process 

Table 11 
Jordan b a n  Gukrantee Corporation 

I I I 

. .  mount of Applications under Execution Process 
P..,, 

Number of Items Rejected and Canceled 

komaarative Loan Guarantee Statistics for Five Months 
I I I 

11996 11997 1% Chanee 

I 
1996 

JD 2,002,107 
11 1 
3D 1,396,481 
2 1 

% Change 

Source JLGC Annual Report 1995 and Internal Statlst~cs 1996 

83 235,067 
34 
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-. 
JD 2,920,006 
171 
JD 1,993,032 

I 

JD 632,374 1169% 
47 138% 

Number of Applications Received 
Guahanfee-Amount of Applications Rece;iwd 
Number of Applrcat~ons Executed 
-Guarantee h o m t  of Appli~atiuns Wecuted 
Number of Applications under Execut~on Process 
Amount of Applimtions iumdsr Execntion Process 
Number of Items Rejected and Canceled 

54% 
43% 

46 1119% 

Source JLGC Internal Stat~st~cs 

192 
1,972,158 
132 
1,391,458 
20 
508,825 
40 

3 89 
4,936,040 

102 6 
150.3 

288 
3,367J21 
82 

1182 
142,O 
310 0 

1,192,907 1286-3 
19 1-52 5 
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Table 12 
- - <Jordan Loan Guarantee Corporation 

I I 
Comparative Loan Guarantee Statistics for Five Months 
(Per~od 01/01 to 3 1/05] 

l~umber  of Appl~cations under Execution Process 14 162 / 1450% I 

Number of Applications Received 
Guarantee Amount of AppIicatiom Received 
Number of Applications Executed 
Guarantee Amount of Amlications Executed 

1996 

Table 13 
I 1 I 

I 

1997 1% Change 
I 

11 1 
JD1,128,262 
83 
JD877,887 

A * 

Amaunt of AppIications under Execution Process 
Number of Items Rejected and Canceled 

I I I 

Jordan Loan Grtarantee Corporation 
I I I 

Increase in Loan Guarantee Statistics from 31/05/97 to 30109197 13115197 

195 
.JD2,338,309 
123 

Source JLGC Internal Statistics 

5078,750 
24 

76% 
107% 
48% 

JD 1 ~01,746/60% 

JD843,152 
10 

Guarantee Amount of Applicat~ons Executed 
Number of A~~llcat lons under Execution Process 

The domestic LGP gained substantial momentum during 1996, and made even more dramatic 
improvement during the first five months of 1997. A review of Table 9, shows that the number 
of applications received in all of 1996 totaled 264, a 59% increase over 1995. A similar review 
of Table 11 shows an actual five month increase in applications received during 1997 over a 
comparable period in 1996 of 76%. Table 10 shows that during the nine-month period of 1997 
guarantee applications increased 102% over the comparable period in 1996. Applications nearly 
increased 100% from May 3 1 to September 30. 

971% 
-58% 

JD1,401,746 
62 

Other important observations from these tables are 

I 

1,192,907 14 1.5% 
19 190 0% 

.A I 

a The total Dinar amount guaranteed since May 3 1 is up 140%. 

Source JLGC Internal Statlstlcs 

Amount of Arpp1iwtion.s under Execution Process 
Number of Items Rejected and Canceled 

The Number of Applications Executed during the first nine months of 1997 is up 118% over 
a comparable period in 1996, but up 134% from May 31 to September 30, 1997. 

JD843,152 
10 

Internat~onal Busmess & Technfcal Consultants, Inc 

40 



Techn~cal Support Services (TSS) IQC Contract 
The Jordan Loan Guarantee Corporat~on 

The number of items rejected is lower in the mne-month periods of 1996 and 1997, but the 
number is up 90% since May 31. One can hope this is a result of harder decisions taken by 
JLGC decision-makers in response to the training. 

Return on Investment 

Measuring the return on investment wdl obviously require senous analysis over time The 
Training Advisor can present no reasonable estimates Ths  should not deter JLGC management 
from trying to define some measurements based on fee income and claims statistics 

Recommendations 

The recommendations of the Training Advisor cover three areas, first a planning, responsibility 
and prioritization methodology with multiple applications, second, the logistics of JLGC traming 
bankers and exporters while marketing its products, and third, recommendations on continued 
traimng seminars. 

Planning and Responsibility Work Sheet and Training Logistics 

On the followmg page is a planning and responsibility worksheet, the format of which has 
universal application. In this particular example the logistics of organizing a training seminar is 
presented. The format can be used for orgamzing and conducting a seminar in any of the JLGC 
products including the Loan Guarantee Program, the Pre-Shipment or Post-Shipment Export 
Credit Guarantee programs. In a large project involving several tasks, each task can be divided 
into smaller, more manageable components, with each task having its own planning and 
responsibility worksheet. In this way, even wthout a computerized project management 
capability, the project manager can "dig down" into the details of the project and monitor the 
performance of those with pnmary and secondary responsibility 

Establishing Priorities 

Establishing priorities can be accomplished by recording tasks on a matnx and rating them 
according to the following criteria: 

1. Tasks that must be done before anything else 
2 Tasks that can be done at least cost, have the greatest positive impact, and do not depend on 

the completion of other tasks 
3 Tasks that must follow the completion of others. 
4 Tasks that can be logically delayed, i.e., "those nice to have, but not necessary." 

Other criteria can be set, but the above are simple and usually easy to identify. When there are 
multiple tasks of equal priority, practical issues such as cost, time, and other resource 
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requirements can be used to establish the "first among equals." Alternatively, several activities 
may have to be carried out simultaneously. 
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PROJECT PLANNING AND RESPONSIBILITY WORKSHEET 

'i 4 Prepare teachmg materials 

I 
I 
I 

'I' 5 Prepare mater~als to dlstr~bute 

6 Do rehearsal or have coordlnatlng meetmg of 
presenters 

PROJECT: Conduct a Semlnar at the Un~on Bank, Mayan Branch 
Project Respons~bhty 

1 8 Present and evaluate presentat~on 

i 9 Follow-up when necessary 

Comments ( Friar& , 

Inltlals Inmals 

I 

pamber and Ta* ?e&ipti#n 

1 Call and set date 

2 Check on type of faclllt~es 
Blackboard 
Overhead Projector 

3 Check on number of partlc~pants and establish 
experience and interests 

done 

Three weeks prlor 
to presentation 

Three weeks prlor 
to presentatlon 

Secondary 

Inltlals 

Initlals 

Inltlals 

,Pyiimary 

Inltlals 

Initials 

Init~als 

1 

2 

1 

Three days prlor to 
presentatlon 

One week prlor to 
presentat~on 

Begin Date 

xx/xx/xx 

Two weeks prior 
to presentation 

Two weeks prlor 
to presentation 

Next day after 
presentat~on 

Next day after 
presentatlon 

End Pate 

xx/xx/xx 

Three days prior 
to presentat~on 

NOTES: 1 Tasks can become Projects with more defined Tasks under them 
2 Use lnltlals for pnmarylsecondary respons~b~lity 
3 A person wlth primary respons~b~llty on one task may be secondary on another 
4 Ending dates are estimates until actually complete 

5 Comments can be used for updates, to show actual completion date, etc 

One week prlor I Correct amounts when I Prlorlty changes 

One week prlor 
to presentation 2 

to presentat~on confirmmg part~c~pants m step closer to  day i f  

1 3  I presentation 

before I 1 1  

Complex~ty of rehearsal depends 
on presentatlon and presenters 

Confirm day 

presentation 1 
Two days after 1 

I 

Prionty changes 
based on 
presenters 

I 

present&on I Do not delay evaluat~on l 2  
Follow-up 1s c r ~ t ~ c a l  I 
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Recommendations on JLGC Underwriting Policy 

Should the JLGC continue to depend on banks to perform the underwriting task, then the JLGC 
should become expert in bank analysis The domestic loan program and the pre-shipment loan 
guarantee programs are currently depend solely on the credit analysis of the lending institution 
that receives the benefit of the JLGC guarantee Thus it is critical that JLGC be able to 
distinguish credit risk amongst banks. 

Bank Analysis 

It is recommended that techrucal assistance be provided over an appropriate time to build a solid 
undemting capacity to include the following (75 man-days recommended): 

Construction/installation of a computerized spreadsheet for bank analysis, including assets, 
liabilities, income statement, sources and uses of h d s ,  loan loss reserve analysis and such 
other analyses as deemed appropnate. 
Design of guarantee referrallapproval forms for professional presentation to the Board of 
Directors or their designates for approval purposes. 
Training to include: 

1. Thorough understanding and application of ratio analysis for banks. 
2 Thorough understanding of common size analysis both vertical and horizontal for banks. 
3. Construction of peer analysis among banks 
4 Clear understanding of the differences among banks commercial, consumer, housing, 

development, and investment banks. 
5. Thorough capability in the use of the computerized spread sheet analysis 

Foreign Buyer Risk Analysis 

Separately, analysis capabilities should also be implemented for underwriting buyer risks in 
foreign markets. This will require 60 man-days and should be coordinated with the above bank 
analysis project. This is required to support the JLGC Post-shipment export credit guarantee 
program. This should include: 

Constmction/installation of a computerized spread sheet for company analysis, including 
assets, liabilities, income statement, sources and uses of funds, cash flow analysis and such 
other analyses as deemed appropriate The system should be able to easily translate foreign 
currencies where necessary. 
Design of guarantee referral/approval forms for professional presentation to the Board of 
Directors or their designates for approval purposes. 
Training to include: 

1. Thorough understandmg and application of ratio analysis. 
2 Thorough understanding of common size analysis both vertical and horizontal for 

different companies in different industrres. 
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3. Thorough capability in the use of the computerized spread sheet analysis. 
4. Training in analysis of political and foreign exchange risk. 

Two advisors are recommended to be in residence at the JLGC at the same time in order to 
spread and enhance the training requirements. The effort of coordinating a computer installation 
and trainlng staff is not to be underestimated 

There must be a strong commitment from Senior Management and staff to make time available 
for a dedicated underwriting staff to complete these training requirements. A serious pre- 
training/installation plan must be formulated prior to the arrival of training personnel 

Recommendations on Continued Training Seminars 

The followng recommendations, while simple in statement, require thorough planning and 
coordination. Announcements should be made three months in advance of annual seminars and 
again one month prior to the actual day of the seminar Prices should at least cover costs. 

Quarterly announcement of technical seminars should be announced a minimum of four weeks 
prior to the seminar. Any materials for distribution, especially case studies, should be available 
to participants a minimum of one week prior to the seminar Prices should cover costs, and the 
distribution of materials should only occur after payment for the course is received. 

Annual Seminars 

Annual seminars should be held on the importance of positive reinforcement "Nothing 
Succeeds Like Success!" 

They should include the following, but need not be limited in this manner 

Annual Meeting of Bankers and Exporters to focus on success stories (Spring) 
Annual Meeting of Bankers and Small Business Managers to focus on success stories (Fall). 
Panel of Experts (Foreign and Domestic) to extract solutions from successes at each seminar 
and apply them to manageable sized problems 

In this latter case, technical assistance in forming th s  panel of experts is warranted. Thirty man- 
days should be satisfactory, with ten days allocated to work that need not be camed out in 
Jordan. The other 20 man-days would be allocated around the seminar dates 

Quarterly Technical Training 

Quarterly seminars should focus on techmcal training. These should be aimed at middle and line 
managers. "Managers Want Tools, Not Training!" 
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In this situation, the case study method is important Building case studies from JLGC files or 
relevant files from cooperative banks or exporters is most effective This activity can take a 
mirumurn of one week per case or more, depending on the complexity of the scenario 
constructed. Suggestions for topics follow Others can be chosen. 

Case Studies in managing Delinquent Debt 
Case Studies in Claims Processing 
Case Studies in how key Sectors can utilize the JLGC Loan Guarantee Program and ECG 
Programs 
Separate Program Case Studies for Back Office Personnel of JLGC Program Users 

Follow-up on Courses Presented 

It is recommended that based on the lists of participants that questionnaires be crafted to survey 
seminar participants as to the usefulness of the subject matter taught In addition, a question as 
to what other courses Interest them could be posed at the same time to assist in completing the 
above list of technical training 

Training Equipment 

The JLGC is in dire need of the following 

A modem, portable, overhead projector. 
A new photocopy machme capable of reliably printing 150,000 to 200,000 copies per annum 

The copier should be capable of sorting and stapling documents, expanding and reducing 
images, and producing high quality transparencies 

Three estimates of various size photocopy machines are included with t h s  Final Report. 
While it is not in the purview of the Training Advisor to make a specific recommendation, 
the features described above are important One other consideration is the quality of service 
after purchase or lease 

Portables flip chart and markers 
Markers for transparencies. 
Adhtional graphics software. 
Professionally printed guarantee policies 

Conclusions 

During the last six months, the Training Advisor, in concert wth  the Semor Management of the 
JLGC, primarily addressed the need for presenting underwriting skills to JLGC personnel, 
bankers and exporters The objectives of t h s  training included not only the presentaaon of 
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technical aspects of trade finance and financial analysis, but also the communication of the 
features and benefits of JLGC programs to potential users, the bankers and exporters in Jordan. 

Training objectives were established not only to enhance JLGC programs, but also to define 
business risks so as to glve the participants the ability to 

Understand and define creative financial transactions, both domestic and international 
Facilitate the conceptualization and development of creat~ve security and collateral 
arrangements among bankers that mclude JLGC products 
Prudently expand JLGC export credit and small busmess loan guarantees through enhanced 
underwriting skills. 
Open a dialogue with those market sectors that facilitate JLGC product development and 
expand markets for Jordan and employment for Jordanians. 

Accordingly seminars and a workshop were structured and presented on the followmg topics. 

A Review of Accounting, Ratio Analysis and Balance Sheet Logic. 
Trade Finance. Case Studies in Pre- and Post-Shipment Financing 
Loan Guarantee Program and Cash Flow Analysis. 
Loan Guarantee Program and Small Business Lending. 
Business Usage of the World Wide Web. 

The results, as evidenced in evaluat~on questionnaires submitted fiom 16 members of the JLGC 
staff, 41 bankers fiom 20 banks, and 10 exporters, were on average "very good" In the opinion 
of the tramer, participants will use the skills and concepts to creatively assist their clients' 
financial requirements. This will include increasing use of JLGC products 

As mentioned above, the JLGC needs to increase its underwriting capabilities Faced with 
delivering their products qmckly, the JLGC depends on banks to do borrower analys~s 
Therefore, the Training Adv~sor has recommended that the JLGC become increasingly mvolved 
in bank analysis. In addition, underwriting skills need to be applied to foreign buyers in order to 
serve the Jordanian export community. 

Finally, traimng needs to be continued in an environment of positive reinforcement to encourage 
the banks and exporting community to utilize JLGC products and expand the Jordanian 
economy. A survey of previous participants on the usefulness of subject matter presented and 
requesting their suggestions for additional training is recommended. 

To facilitate this effort, planning and logistics for training must be implemented in a "scientific" 
manner, 1.e , with clear lines of responsibility in a step-by-step process. To thls end, a Planning 
and Responsibility Worksheet has been included In addition some basic eqmpment needs 
should be filled, and estimates are included for management consideration 
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Introduction 

Under a delivery order issued by the United States Agency for International Development 
(USAID), technical assistance to the Jordan Loan Guarantee Corporation, Ltd. (JLGC), is to 
be provided by advisors from International Business & Technical Consultants, Inc. (IBTCI), 
Vienna, Virgha, USA. This report is partial fulfillment of the scope of work assigned the 
Training Advisor under that delivery order. It consists of a rapid assessment of JLGC's 
operations and adherence to manuals and internahonal standards of operations. 

Methodology 

The IBTCI training advisor's methodology used in preparing this assessment consisted of 
gathering and analyzing documents and statistics from JLGC, together with personal 
interviews of, and assistance from, management, line, and support personnel of JLGC. 
Sincere thanks is due each of them for their effort and patience. Naturally any errors in this 
assessment remain the sole responsibility of the writer. 

The documents and statistics represent policies and procedures put in place, and results 
acheved, by the JLGC from inception to the current date. Table 1 is a list of the documents 
and statistics reviewed. A comparison of JLGC current operations and product availability 
with recommendations initially made by Fmt Washington Associates1 (FWA) is also 
presented in matrix form. This is shown as Table 2. Reference to the content of these tables 
appears in various parts of the Assessment. 

Assessing whether or not JLGC policies and procedures compare favorably with international 
standards is based on the training advisor's personal knowledge of export credit agencies in 
Africa, East Europe, and Latin America. For a further reference to relevant experience in the 
Far East, the interested reader is referred to a study by the Asian Development Bank called 
"Export Finance: Some Asian ~ x a m ~ l e s . ~ .  This volume features detailed analysis and a 
discussion of problems and prospects of export credit and insurance programs in India, 
Indonesia, Pakistan, the Philippines, and Thailand. 

International standards applicable to JLGC operations also exist within the scope of 
commercial and financial management practice. To the extent that these can be applied to 
JLGC operations, they will be specifically presented in the Assessment. Items that will be 
addressed where international standards can be applied include individual and aggregate 
credit limits, underwriting standards, application and product processing or delivery times, 
percentages of cover, the timeliness of accounting entries, and audit controls. 

"Report on the Feasibility of Establish~ng an Export Credit Guarantee Facillty in Jordan," May 1995 
Prepared for the U S Agency for Intemahonal Development, Amman Jordan In this feasibdity study, FWA 
prepared a series of standard documents and manuals for evaluatmg and Issuing pre- and post-shipment export 
d t  guarantees wthin the JLGC organization structure. The current Technical Assistance for Tmning 
program is intended to contmue the actwkes recommended by PWA. 

"Export F~nance. Some Asian Examples," Aslan Development Bank, Economics and Development Resource 
Center, 1990, Manlla, Philipp~nes 

1 



Table 1 
Documents and Statistics Reviewed 

I Revort on the Feasibility of Establishing an I I I 

-- 

( c ~ ~ a r k e t l n ~  Plan of the JLGC for 1997 1 Iordan Loan Guarantee ~ o G r a ~ o n ,  Ltd 1 Feb. 22, 1 

I Post-Sh~pment Export Credit Guarantee Contract 
Against Commercial R~sks (Baslc Policy) I Jordan Loan Guarantee Corporahon, Ltd 1 Dec 12, I 

JLGC Organlzahon Chart I Jordan Loan Guarantee Corporation, Ltd I June 3, 1997 

I Reports below are for the period OYlOt90 to 03/06/97 I 

Received Inquvy Transacfions by Sector, Request 
Status, Gender, and Location 

Recewed Inquiry Transacfions by Sector, Request 
Status, Gender, and Location Jordan Loan Guarantee Corporahon, Ltd June 3, 1997 

I I 

Jordan Loan Guarantee Corporation, Ltd 

Received Inquiry Transacfions by Sector, Request 
Status, Gender, and Location 

Except as marked with an "*", a copy of each Item in Table 1 is included in the Appendix. Those documents not 
included are either considered too large to be included or of a proprietary nature, and deemed by JLGC as not 
available to the general audience of this report 

June 3, 1997 

LGP = Loan Guarantee Program, whtch IS the domeshc loan guarantee program for small and medium slze busmesses 

Jordan Loan Guarantee Corporafion, Ltd June 3, 1997 



Table 2 - 
JLGC Current Operations and Product Availability: 

A Comparison to FWA Recommendations 

loan guarantee product No outstanding transactions at 

I Establish credlt policies l x l x l  I I I I  Lunlts in place and momtored 
for LGP and pre-shipment loan 
guarantee. COFACE assists 

I Establish clams manual I I I x  1 Part of current Techmcal I 

I I x l I  I I I  Agreement wth COFACE 
Linkage to outslde agencies to dated Jan. 7, 1997. Agreement 
obtain credit data for post- also provldes reinsurance on 

Undertake external triunlng 

Legend: WC = 'Worlung Capital," and refers to the domestrc Loan Guarantee Program (LGP) 
EX = "Export," and refers to the pre- and/or post-shlpment Export C r d t  Guarantee (ECG) programs 



Findings 

Overall Assessment: A Summary 

Details of this overall Assessment may be found below. This summary is intended to focus 
the reader's attention on the most significant points of the presentation. Since inception, but 
in particular during the last 12 months, the management of the Jordan Loan Guarantee 
Corporation, Ltd. has diligently assembled all the critical operating components necessary for 
an effective domestic loan guarantee and an export credit guarantee organization. The advlce 
and counsel of a number of consultants, primarily funded by USAID, have been substantmlly 
implemented. As can be seen from Tables 1 and 2, thls has encompassed the capitalization, 
the organizational structure, a marketmg plan, Internal and external tranmg, a financial 
accounting and management information system. 

In addrtion, the Government of Jordan (except in the case of deciding that political risk 
coverage must be borne by the private sector), has provided a legislative environment more 
favorable to JLGC operations and its potential clients than in the past. Specifically, allowing 
beneficiary banks to allocate capital at 20% for purposes of calculatmg their nsk-based capital 
to asset ratio on loans guaranteed by JLGC instead of 100% should be an important incentwe 
for banks to use JLGC products. Another Incentive to banks, and one that directly benefits 
the e m g s  of each bank, is the Central Bank exemption of loans guaranteed by the JLGC 
from the 2% bad debt provision. 

The Government has also improved the export chmate by liberalizing the customs regime, 
exemptrng all income from exports from taxes, and In general pursuing international 
commercial expansion to the greatest extent possible In a difficult environment. This should 
increase commercial opportunity in the domestic and export sectors. 

International standards of performance are being met as measured by the timeliness of 
processing domestic applications and outstanding domestic guarantees, the booking of fees 
and expenses, and the ability to quickly generate up-to-date statrstical data. On the other 
hand, given the level of business outstandmg, there is clearly much to achieve to meet 
international standards of expertise in the areas of risk analysis and underwriting. 
Management is aware of this shortcoming and depends heavily on the banks' underwriting 
skills in the case of domestic loan guarantees and pre-shipment credit guarantees. Post- 
shipment export credit risks are being managed under the relationship with Groupe COFACE. 
This is done through credit information on foreign buyers and through a reinsurance 
agreement. 

Major Objective 

The major objective now facing the JIXiC, and challenging the technical adv~sors at the 
JLGC for the next six months, is to substantially increase the level of outstanding guarantees. 
This is particularly the case of export credit, both pre- and post-shipment. Increasing credrt 
skills, streamlining operating procedures, defining marketing plans, while necessary, mean 
httle unless somebody buys JLGC products. 

It is not trite to use two cliches: "Nothing happens until somebody buys something," and 
"Nothing succeeds l i e  success." 



Major Obstacles 

Obstacles to be overcome in achieving this major objective are not new. They are well 
documented in all literature on export finance in general and on small business guarantors and 
export credit agencies in particular. They are documented in the FVA feasibility study for 
Jordan and experienced by loan guarantee and export credit guarantee agencies worldwide. 
They are keenly felt at the JLGC. They include, but are not limited to, conservative lenders, 
defining the performance capabrlity of the borrower, the borrower's suppliers, and issues of 
collateral versus loan repayments from the conversion cycle, called "cash flow." 

"The" Solution 

There 1s no specific solution. "The" solution is a process. Adlng another position, person, 
or function to the JLGC organization structure will not magically overcome the obstacles. 
This process has been best verbalized by a member of the JLGC senior management when he 
said, m essence, that we must focus on idenbfying the market's needs and adapt JLGC 
products accordingly. Clearly, this does not mean compromising the basic principles of 
underwriting, or the policies and procedures in place. 

It does mean listemng to potential clients of JLGC in order to clearly identify thelr needs. It 
does mean adaptmg JLGC products to those needs. The "products" are the domestic Loan 
Guarantee Program and the ECG Program, i.e., both the pre- and post-shipment export loan 
guarantee programs. It does mean adapting JLGC "packaging" to those needs.. The 
"packaging" consists of the seminars and traming programs for banks and borrowers, the 
counsehng servlce for individual potential small business borrowers, and media presentations. 

For example, JLGC seminars for bankers must present not only the LGP, but must also 
provide bankers the skills to make marginal credit profitably bankable with an appropnate use 
of a JLGC guarantee. In the process of presenting the ECG, the "directions for use" on the 
JLGC "package" must show the banker how to: 

Determine the potential borrower's ability to perform under an export contract 
Determine overall creditworthiness of the potential exporter 
Understand and assist in the structure of the transaction 
Be creative in security and collateral arrangements. 

Finally, a l l  of the above does mean more adaptive and thoughtful hard work. An overall 
assessment of the personnel at the JLGC whom this writer has met do date indicates them 
fully capable of achievmg this objective in the next sur months and sustaining it in the future. 

Organizational Structure 

The organizational structure of the JLGC is shown on the following page. For cornparatwe 
purposes, the organizational chart envlsaged in the May 1995 study by FWA is shown on the 
page thereafter. Based on the FWA recommendation, the JLGC is structurally prepared to 
provide effective LGP and ECG programs. There does not appear any reason to add 
additional personnel. While the FWA study suggested 17 to 18 personnel to begm, there are 
now 25 members of the staff. 



Should there be a surgein volume in one, as opposed to another, division of the JLGC, 
management should be able to reallocate personnel resources appropriately. Senior 
management specifically indicated that cross training has occurred in the past and that 
specialization to the asadvantage of the operation is not permitted. This should apply to line 
personnel as well as support personnel. This will require that each line officer know both the 
domestic and international products of JLGC. 



JORDAN LOAN GUARANTEE CORPORATON, LTD. 
Organization Chart as of June 3,1997 

Board of D~rectors 

Head of Counseling Head of Loan 
Servrces Division Guarantee Dept. 

Mohannad M. 
A/-Ashkar ACRashdan 

I 

D~rector General 
Jamal Moh'd Salah 

Approved Positions 
(4) 

1. Mohammed A/-Momanr 
2 Ahmed Al-Qaddoumi 
3 Suhad Sharaf 
4. Naemeh Ellyan 

Awamleh 

- 
Export Credlt Guarantee Consultant 

M. Sa W Hammam~ 

I I 

- 
Secretary 

Maha Al-Nsour 

Omar H. Ahwl Hosam M. Jumaa 
Al-Bukhan 

, 

I. Mahmoud Al-Kusbeh 
2. Belal Al-Nuihe 

I 1 I 

Recept~on~st 
Jamal At-Jafan I 1 

I 

Accounting 
Dlvalon(2) 

1. Hamdi Al-Qel 
?. Mohannad 

Al-Sa 'ud~ 

Typlst 
Rana Ajaj 



FWA RECOMMENDED ORGANIZATION CHART.(MAY, 1995) 
Combined JLGCIECGI Facility 

Board of Directors '--+ 
General Manager u 

1, Underwriting 
Specialist 

2. Underwnting 
Clerk/Assistant 

1. Underwriting 
Speclalist 

2. Undennrriting 
ClerklAssistant 

I Manager Marketmg Manager F1nancelAdm1n.1 I I ~ l a ~ m r  & systems I 

Administratwe 
ClerMAssistant 

I Messenger I I Messenger I 1 Drwers (2) I 1 Secretary I I Secretaries (2) 1 

Shaded boxes show positions currently on the KGC Organization Chart not orignalIy recommended by FWA and shown here for cornparatwe convenience. 
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Functional Descriptions of Divisions and Sections 

Management has provided a functional descriphon for Divisions, Departments, and Sections 
of JLGC. These appear below as bullet points. A brief assessment of each unit follows. The 
reader may identify particular personalities with each unit by referring to the organizational 
chart on page 7, above. 

General Manager 

The General Manager is responsible to the Board of Directors of the JLGC for the overall 
management of the Corporation as defined in the Divisions, Departments, and Sections 
below, its relations with public and prrvate sector, and its program and product development.. 

Financial and Administrative Department 
Major responsibilities of the Financial and Administrative Department are to: 

Plan for the future needs of employees and the Corporahon 
Supervise and control the implementation of the financial and accounting system 
Supervise and prepare financial reports and financial statements 

This Department 1s also responsible for the Human Resources Management of the JLGC. It 
appears orderly and well managed. This was evidenced by the prompt deliver of organization 
chart information and statistical operating data within an hour of when requested. 

Accounting Division 
Major responsibilities of the Accountmg Division are to: 

Execute the financial and accounting system 
Provide bookkeeping and organizahon of the payments process 
Input financial data into computerized financial system 

While this "rapid assessment" is not an audit of either the financial accounting system or the 
computer system, the observed daily flow of payments, payment vouchers, and the approval 
process all indicate an orderly and well managed unit. One instance worth mentioning was a 
reimbursement request submitted by this writer with an error of two dinars. It was 
immediately identified and referred for correction. Questions about the timeliness of entries 
reveal that fees are properly monitored. In the event of claim payments, it is reported that the 
underwriters examine the documentation, a clams approval committee of the board of 
directors reviews the material and approves or rejects the claim. The Board of Directors must 
approve payment of all claims above JD20,OOO. It is reported that under no circumstances is 
a committee member allowed to pmcipate in a claims decision if it originates from h s  own 
institution. 

Computer Section 
Major responsibihties of the Computer Section are to: 

Develop, install, and support application software and software packages 



Administer computer network 
Solve or arrange solution of hardware problems 

Physical Location and Hardware 

The Computer Section functions in a normal office area. That is, it is not located in a special 
installation with climate control and sub-floor whng. A network is mantamed and uthzes 
both PC and MAC equipment with a Sun "SPARC server 20". It features two 2.1 gigabyte 
hard drives, to whlch external hard dnves can be added. The server has 64 megabytes of 
random access memory (RAM) and eight expansion slots that when fully utdized can provide 
upto 5 12 megabytes of RAM. The server processes 1 10 mllion mstructions per second. 

Software and Work Environment 

Wcrosoft Windows 3.1 1 and '95 are in use with Microsoft Office software including 
availability of Word 6.0 or 7.0, Excel 5.0 or 7.0, Access, and FoxPro for Windows. A 
scanner is available and two laser printers are shared by the staff. The MAC equipment 
provides desktop publishing capabilihes and includes Microsoft PowerPoint. Given the 
availability of space, the umt is efficiently organized and offers a friendly work environment. 
The manager and staff are aware of the issues of intellectual property rights and keep software 
in a locked cabinet. 

Backup 

File systems and data are backed up weekly using a 41nm Sun Umpack tape drive. One copy 
of the tape is retained on premises; a second off premises at the home of the manager of the 
Computer Section. 

Systems in Place 

A review was made of recommendations for MIS requirements provided by Integrated 
Business Solutions and reported by First Washington Associates. Processing systems in place 
and in operation are: 

Attendance System 
Communications Logging System (for all incoming mail and documents) 
Mailing List Management System 
The Loan Guaranty System 
The Export Credit Guaranty System 
The Electromc Mail System 
Productivity Tools such as word processing 
and analytical tools and data bases. 

The internal Electronic Mail system is hardly used since it is easier to physically go to a 
colleague's office or call them on the telephone. This is not to imply that the system be 
discontinued, rather than just a statement of fact. The use of productivity tools is mproving. 
PC hardware has been ordered to provide access through an ethernet internal connection to all 
staff. Six employees have completed intensive courses in Windows 3.1, Excel 5.0 and 
Microsoft Word 6.0. Mr. Al-Bukhari, Manager of the unit, has participated in training in 



Microsoft Access for Programmers and UNK for Users and Administrators. It is reported 
that the secretarial staff have above average skills for using productivity tools, and continue to 
learn on the job. In this respect, it was observed that the manager is actively involved in on 
the job training. 

All reports provided by these systems are available in Arabic, with some available in English. 

Systems in Development 

Systems in development are: 

The Shareholder's Information Management System 
The Payroll System 
The Human Resource Management system 
The Financial Accountmg system 
The CreQt Analysis system 
The Marketrng Information system 
The Customer Feedback system 
The Library Management system 
The Investment Portfoho Management system 
Connectivity to External Data Banks 

Of these, the Human Resource Management and F~nancial Accounting Systems should be 
operative in one week. The Payroll System and the Shareholder's Information Management 
System are in process, although it is reported that there have not been any recent requests for 
data related to the Shareholder's Information Management System. Connection to national 
and international financial data is avadable through a local information company, ACCESS. 
JLCK does maintain a page on the world-wide web. 
Of the remaining, it is recommended that the Credit Analysis System and the Marketing 
Information System should receive prionty in the development process. 

The system manager recognizes that, in the future, improving on-line commumcation with the 
Corporation's 20 banking clients will have to be addressed. To accomplish this, it is reported 
that the UNIX Server would need a larger Database engine such as Ingress, Oracle, or Sybase. 
In addition, a minimum of 4 additional telephone lines would need to be acquired together 
with a communications manager(hardware/software) to process input from 20 client modems. 
Education of users at both JLGC and the banks will also have to be considered, together with 
information security and processing procedures. Implementation of such an improvement 
should be based upon an appropriate costhenefit analysis, includmg decisions as to who 
should own the modems at the client bank locations. 

Research and Studies Department 
Major responsibili&es of the Research and Studies Department are to: 

Prepare quarterly and annual reports of JLGC 
Follow up decisions made by the Board of Directors and the General Assembly of the 
JLGC 
Prepare studies related to small and medium size enterprises and the ECG Program 



The annual report for the JLGC reflects a very professional and transparent presentation of 
the operations of the Corporation. This advisor's experience reviewing export credit agency 
annual reports from all over the world rates that of the JLGC (English version) very highly in 
appearance, format, and content. No assessment of this Department's responsibility for 
studies was made, but if the annual report is an indication, the unit should provide excellent 
support in the process of achieving the objective of increasing the level of outstanding 
guarantees. 

Loan Guarantee Department 
Major responsibditres of the Loan Guarantee Department are to: 

Process and analyze guarantee applicahons received from Banks as well as monthly and 
quarterly reports 
Analyze defaulted loans and make recommendatrons for coverage 
Conduct workshops for banks and credit officers in domestic loan guarantees 

Export Credit Guarantee Department 
Major responsibilitres of the Export Guarantee Department are to: 

Develop a marketing plan and calhng program for pre- and post-shipment export loan 
guarantee programs for non-traditional exporters to traditional and non-traditional markets 
Conduct workshops for bank credit officers and exporters in pre- and post-shipment 
export credrt loan guarantee programs 
Underwrite and recommend pre- and post-shipment export credit loan guarantee 
transactions 
Implement and monitor reinsurance agreement in cooperation with COFACE and other 
insurance and reinsurance companies 

The Loan Guarantee Department and the ECG Department are major components of the 
JLGC "front line." It is to these Departments that the current technical assistance program is 
charged to focus most of its efforts. Line officers in these Departments work together to 
identify and reach their target markets. The ECG Department, for example, has recently sent 
a survey questionnaire to the Association of Exporters for distribution to its members. 
Responses are yet to be received 

These line officers are also responsible for underwriting transactions, monitoring outstanding 
transactions, and processing clauns. Seminars and workshops presented from January 1, 
1997 to June 3,1997 by these units are shown in Table 3 on the following page. Managers 
and staff of the LGP and the EGP meet with bank credrt officers and exporters on an 
individual basis as well. It is reported that call reports are r e q m d  subsequent to all 
indwidual meetings. 

It is recommended that except when tending to the admuustration of transactions or 
undergoing training, members of these Departments should, to the greatest extent possible, be 
in the field. That is, they should be identifying the needs of banks and exporters, and bringing 
the features and benefits of JLGC programs to respond to these needs. In this respect, the 



General Manager has noted that repeat vlsits to potential clients are required to gain 
credibility; to get the interest and commitment of customers. The addition of a new 
Manager/Consultant to lead the ECG Division should enhance this process. 

Table 3 
Seminars and Workshops, 1997 

(As of June 3,1997) 

Legend "x+" indicates that in addihon to these Department representatives, there was a member of Sr Mgmt of JLGC 
present 

During the time fame of this assessment there was not an opportumty to experience an 
individual call, seminar, or workshop. Therefore, no comment on effectiveness of such 
presentabons IS possible. However, the General Manager's acbve calling on bank chent 
counterparts is noteworthy when considered in the context of his other responsibilities. 

Counseling Services Division 
Major responsibilities of the Counselrng Services Division are to: 

Identify targeted groups as potential domestic loan guarantee clients 
Assist clients in preparing feasibility stu&es and cash flow analysis for loan guarantee 
applications 

Another member of the JLGC line is the Counseling Services Division. In place for only a 
few weeks, it is very active in assisting potential small and medium size business 
ownerdmanagers organize the= plans, balance sheet, income statement, and "cash flow" prior 
to thew visit to a bank. One of the obstacles to obtaining credit facing small and medium size 
businesses is the unwillingness of bankers to take the time to analyze the structure of a 
transaction and the business plan of the potential client. The current incumbent appears 
uniquely qualified for thls task. He has been observed meeting with up to 6 prospects in a 
single day. The proof of success of this unit will be, of course, in the number of counseling 
sessions that actually result in bank applications for credit guarantees. In the event that a 
bank chooses to support a referred client without the JLGC guarantee, h s  should also be 
recorded as a success for this unit. 



Management thoughts on charging for this service are entirely appropriate. Reasonable 
application/success fees mark the seriousness of the chent, provide a market driven 
"gatekeeper" for the availability of the counselor, and compensate the JLGC for another 
product. 

Marketing Division 
Major responsibilities of the Marketing Division are to: 

Develop a marketing plan and calhng program for the domestic loan guarantee program 
a Coordinate with the marketrng program of the Export Credit Guarantee Department 
a Conduct workshops for targeted domestic groups 

Due to the absence for medical reasons of the Division Head, this assessment must rely on the 
Marketing Plan prepared by Semor Management for the ECG. It compares favorably with 
recommendations of the FWA study. A copy of the plan is in the Appendix of this report. 
There is no comparable plan for the domestrc LGP, but the process need not be dissmilar. It 
includes individual visits to clients, market research, seminars, workshops, and a vanety of 
media venues for advertising. 

As with all efforts to sell LGP and ECG products by the Loan Guarantee Department and the 
Export Credit Guarantee Department, the Marketing Division must concentrate its efforts on 
chent needs. To this end, at the request of the Board of Directors, a special survey of the 
JLGC staff, bankers, targeted groups was conducted by the Arab Consulting Center. The 
results were received in February 1997. Conducted by Dr. Tayseer Abed-Aljaber (sp), the 
study posed questrons on JLGC operations, products and chent relations. It is reported that 
conclusions of this survey resulted rn recommendations about rncreasing JLGC personnel, 
work hours, employee incentives, and marketmg efforts3 The market research scheduled for 
the fourth quarter of the year should the results of this survey and those to be received from 
the Association of Exporters into consideration. 

International Standards of Performance 

Application Approval 

Accordmg to procedures established by the JLGC, an "Inquiry Application Formy' is required 
from the lender proposing to consider a loan guaranteed under its master agreement with 
JLGC. This form is sent to the JLGC and responded to, negabvely or affiiatively, by the 
JLXjC within two business days. Processing this inquiry requires accessing a data base of 
legal or individual persons who have an unsatisfactory record and reviewing the apphcation 
thoroughly. Two business days exceeds international standards. 

The U.S. Small Business Administration may take weeks to approve guarantees subsequent to 
receipt of a very extensive application. The U.S. Eximbank considers special approvals under 
rts pre-shipment Working Capital Guarantee Program to take 7 business days Normal 
approvals are assumed to take longer. 

At the time of this wnting, an English translation of this survey was not avadable Some of the 
recommendahons were implemented Others rejected This survey forms an important baselme study 



On the other hand, the U.S. Eximbank performs a more thorough underwriting exercise than 
the JLGC, except in the case where U.S. banks are granted delegated authority under which 
they are authorized to commit the guarantee of the U.S. Eximbank based upon specific credit 
criteria. JLGC's procedures appear to fall somewhere in the middle of those of its U.S. 
counterpart. 

Guarantee Approval 

Final approval of the Guarantee also only takes two business days As with the Application 
process noted above, this activity is within standards accepted mternabonally. 

Monthly Activity Reports 

Monthly activity reports provide the first hard evidence that a loan has been disbursed and the 
approved guarantee should be considered in effect. The wnter asked management what 
would happen if all 20 participant banks sent in activity reports on the same defined reportmg 
day. The response was that the accounting staff would have to work overtime untrl all entries 
were completed. Should that be physically impossible in a single day, then at most two days 
would be used. 

Data on these reports represent details under guarantee facilities (contingent liabilities) 
already reflected on the books of the JLGC for each bank. A reasonable international 
standard for measuring the timeliness of processing for JLGC applicahons, approvals, and 
even claims, is that applied internationally by the Internabonal Chamber of Commerce (ICC) 
when considering documentary examination occurring under letters of credit, also contingent 
habilities, outstanding on the books of the issuing bank. The standard of "reasonable time" 
under Publication 500 of the ICC is defined as three business days. Therefore, current 
processmg of monthly actwity reports does meet this international standard. 

Delinquency Reports 

Monthly, guaranteed banks submit reports on past due loan payments from individual 
borrowers. The LGP staff underwriters are reported to remew these forms immediately and 
the data is entered into the management information system. This practice meets credit 
administration requirements worldwide. 

Audit Controls 

Audit controls observed by this writer have been limited to the strict dual control procedures 
practiced by the JLGC accountants and management. The procedure follows international 
accountmg pracbces. 

Credit Lines, Aggregate Limits, and Per Borrower Limits 

International standards govemng credlt admnlstration requlre management to set credt 
policy and various limts. All of the above are reported in place at the JLGC. These l i i t s  



are included in the policy guidelines distributed to clients, explained in seminars and 
workshops. More importantly the underwriters of LGP and ECG products understand and 
enforce these limits. For example, the "Received Inquiries Applicahons" report updated 
daily, a copy of which is in the Appendix for various periods, monitors outstandings against 
aggregate ceilings. 

Investments 

Investment of capital funds is primardy in Government of Jordan paper. This meets 
International standards. Whether the yield is belng maxlrmzed and the accounting properly 
done has not been reviewed. Thls is properly a function of JLGC internal and external 
auditors. 

Percentage of Coverage Provided 

Specific percentages of coverage are defined in the guarantees issued. They include 
commercial risk cover up to 75% of all loans up to JD40,000 and 50% thereafter up to a 
maximum of JD100,OOO for domeshc workmg capital loans. Pre-shipment coverage is for 
75% of all loans up to the maxlmum of JD100,OOO. Post-shipment coverage is for 85% of the 
outstanding loan. In all cases, interest coverage is up to six months on the outstanding 
pnncipal. 

These coverage rates are comparable with international standards, which are generally in the 
range of 50% to 85% of domestic and pre-shpment working capital loan guarantees. Post- 
shipment coverage IS typically 80% to 95% of commercial risk cover, and in special cases up 
to 100% cover. There is no polihcal risk cover provided by the LGC. 

Conclusions 

The major conclusion of this Assessment is that the management of the Jordan Loan 
Guarantee Corporation, in a period of approximately three years, has developed all the 
necessary organizational and functional components necessary to operate a successful loan 
guarantee program for domestic and export loans. JLGC employees appear to possess a 
variety of experiences, a l l  suited to achieving the JLGC objective, i.e., the extension of loan 
guarantees to credit worthy exporters and small and medium size domestic business 
borrowers. Management, the Board of Directors, and the financial and moral supporters all 
have a nght to be proud of their accomplishment. The statistics below illustrate the success 
of the domestx Loan Guarantee Program and augur well for the success of the newly 
established Export Credit Guarantee Programs. 

Growth in the Domestic Loan Guarantee Program (LGP) 

The domestrc LGP gained substantial momentum d m g  1996, and made even more drarnatrc 
improvement during the first five months of 1997. A review of Table 4, on the following 
page, shows that the number of applications received in all of 1996 totaled 264, a 59% 
increase over 1995. A similar review of Table 5, shows an actual five month increase in 
applications received during 1997 over a comparable period in 1996 of 76%. Looked at from 
another viewpoint, 74% of the total number of applications received in 1996 were received 



during the first 5 months of 1997. Ths inlcates that the marketing efforts of the JLGC are 
being successful. 



Table 4 

INumber of Items Rejected and Canceled I 341 471 38% I 
Source JLGC Annual Report 1995 and Internal Statistics 1996 

Table 5 

I I I I I 

Source JLGC Internal Staashcs 

Important observations from Tables 4 and 5 are: 

The total Dinar amounts guaranteed are also up, and up substantially. Thls is reflected in 
the Guarantee Amount of Applications Executed during the first five months of 1997, 
which are up 60% from a comparable period in 1996. 

This fact is more significant when lt is observed that the Number of Applications 
Executed during the first five months of 1997 is up only 48% as opposed to 54% for the 
whole of 1996. The ~mphcahon here IS that blgger transachons are in the pipehe. 

The pipeline, as measured by the Number of Applications under Execution Process, is up 
over 1000%, and the related amount is up nearly 1000%. 

The number of items rejected is lower, which one hopes means that the quality of 
Applicahons has improved overall. This is not total conjecture when one considers that 
of the 55 defaulted loans experienced by JLGC, 45 were from the predecessor Loan 



Guarantee Project occurring prior the commencement of JLGC operations in May of 
1994, and only 10 originated after that date. 

Projected Guarantees Outstand'ig to Capital 

However, based on the fact that the capital of the JLGC should theoretmdly be able to 
support guarantees five hmes that amount, or JD50,~00,000, another conclusion may be 
drawn. That IS, now that the organizational structure is in place, the level of guarantees 
outstanding must increase substanhally If they do not, then the objectwes of the Corporation 
are in danger of not being acheved. 

Specifically, with Jordan Central Bank stahstics for 1996 showmg exports of JDl.82 billion, 
and imports of JD4 29 billion, there must be a demand from small and medium scale 
businesses for Investment and for pre-and post-shpment credit guarantees that IS not being 
satisfied, but could be with JLGC's credit enhancement products. Only by increasmg total 
guarantees outstanding will the JLGC objective of enhancing Investment, increasing 
production, trade, and job creation be acheved at the level envisioned at inception 

Establishing an Acceptable Growth Rate 

Given the increasing rate of domeshc loan guarantees and February 1997 estabhshment of the 
ECG program, the critical question is: "At what rate should the growth in guarantees occur?" 

The FWA study projects exports to increase at about 10% per annum. Financial projections 
for export related guarantees presented in the FWA report suggest 1.0% of total exports, or 
JD20 milhon, to be a realistic figure. Applying an average coverage rate of 75%, then at the 
end of 1997, outstanding guarantees should be JD15 milhon. In the subsequent 4 years, 
export related loan guarantees should reach IS%, 2.0%, 4.0% and 6% of annual exports.4 
Therefore, at the end of 2001, export related loan guarantees outstanding should equal JD22 
million. The balance, adjusted for the growth of capital, would be allocated to domestic loan 
guarantees. 

Defining a Budget Objective 

Whether or not JD15 million is a reasonable target for export credit guarantees for 1997, it is 
clear that a target should be established for both domestic loan guarantees and pre- and post- 
shipment guarantees. JD50,000,000 will not magically appear to justify JLGC existence, 
even in 5 years. Other bases could be chosen for each product, such as a portion of total bank 
credit outstanding for domestic businesses as compared with total credit outstanding to export 
businesses. 

Adapting Products to Market Needs 

It may be concluded that concentrafion of effort dunng the three years smce JLGC 
commenced operahons on developing the organizational aspects of the JLDC may have 
affected the natural adaptation process that would make the guarantee products more readily 
acceptable to the market. The change in the rate of growth of domestic loan guarantees 

4 Op czt., p. 32 



shown in Tables 4 and 5 does suggest more positive market acceptabihty of that particular 
JLGC product. It also proves that In addltion to the effort in inshtution building, considerable 
effort was spent on developing business. In the case of pre- and post-shipment export credit 
guarantees, one reason transactions are only gestating is that the ECG products are less than 
six months old. Coordination of marketing and business development efforts toward a 
specific financial objective will enhance the adaptive process. 

International Standards of Performance 

A final conclusion is that the JLGC is functioning at an international standard based upon its 
level of experbse and operations Underwriting slulls are largely deferred to the lendmg 
banks. There is need to improve slulls on the one hand and examine policy and procedure 
relative to guarantee risks being taken on the other. All thrs must be accomplished while 
emphasizing the building of a guarantee portfolio without reducing underwntmg standards 
and acceptmg unmeasurable risk 

The management and staff appear enthusiashc and prepared to meet these challenges 

Recommendations 

1 The management and line personnel of the JLGC should be requested to rate the 
following factors that mght be hindering the acceptability of JLGC products. These 
questions should be asked for each product, i.e., the domestic loan guarantee, the pre- 
shipment loan guarantee, and the post-shipment loan guarantee. Ratings could be 
assigned a scale of 1 to 5 as follows. Other scales may be just as useful. 

Always a hindrance to acceptabihty. 
Frequently a hrndrance to acceptab~lity 
Occasionally a hrndrance to acceptabihty 
Hardly ever a hmdrance to acceptability 
Never a hindrance to acceptability 

Tabulated results should then be discussed in a group session to clarify reasoning and 
justify results. They should be compared with the results of the questions posed by the 
Arab Consulting Center. 

Then, suggested solutions should be identified. This can be done in groups of two or 
three, with each group reporting results, and finally reachng a consensus. Action plans 
could then be structured with speclfic responsibilities assigned, and trmetables set. 

2. The following "hindrance factors" should be rated. Others can be added as management 
sees fit. 

Bank collateral requirements too high 
Overall bank underwriting requirements too conservative 
Banker rmstrust of guarantee 

0 Cash flow requirements too high 
Inability of bankers to structure transactions 



3. If appropriate, and not already answered in the survey conducted by the Arab Consulting 
Center or those through the Association of Exporters, these questions should be refined 
and presented to bankers and exporters An evaluation procedure should be devlsed and 
implemented.5 

4. Undenvritmg polrcres, procedures, and tramng requirements should be redefined in hght 
of the overall objective of budding a guarantee portfolio. 

5. The Marketing Division should coordinate its objectives with the market development 
objechves of the Loan Guarantee Department and the Export Credlt Guarantee 
Department. 

6. The Marketing and business development units for domesbc and export guarantees should 
agree on quanbtabve goals for guarantees outstandmg for 1997 and through the second 
quarter 1998 

7. Establishing calllng quotas should be considered together with monthly evaluabon 
procedures relative to quantitative and qualitative measures of performance relating to 
these calls. 

Borrowers fear of providing data 
Borrowers lack of financial management slull 
Borrowers lack of business sense 
Borrowers inexperience with international competitive standards 
Borrowers inabihty to obtam rellable suppliers 
Borrower unwillingness to invest his own capital 
Borrow is culturally resistant to the product 
Coverage of the program inadequate 
Fees too hgh 
Mmmum l h t s  too hlgh 
Mmmum limits too low 
Marketing addressing the wrong end-users 
Processing time too long 

Care should be taken in conduchng any further surveys until it IS clear that all the informafion already 
collected requues enhancement Respondents w111 quickly object to redundancy. Worse, the credlbillty of the 
JLGC will be queshoned Bankers and exporters alike will doubt whether or not theu cooperahon is worth their 
effort. 



Summary 

JLGC has reached the end of three years of development dmng which the emphasis has been 
placed on completing an orgamzational structure and staffing for the purpose of running a 
successful domestic loan guarantee and export guarantee program. Products, marketrng 
plans, systems, policies, and procedures are in place. The growth rate of domestic loan 
guarantees outstanding is improving Export crel t  guarantees are on stream. Focusing on 
market needs and adapting JLGC products to those needs in order to buld a portfolio of 
guarantees is now a priority. 

T h s  adaptation must not sacrifice sound underwriting standards for measunng risk. The 
management and staff have the skills, enthusiasm, and access to technical assistance to 
achleve this objective. 

Training Objectives 

Based on the above, the management of JLGC and the IBTCI training advisor are in process 
of finalizing the work plan through the balance of the techcal  assistance contract. Input 
from the General Manager and various other members of JLGC management are being 
solicited on the following tasks 

1. Selection of courses in the general area of underwnting shlls. Ths  will lnclude specific 
topics such as: 

Accountmg and Ratio Analysis 
0 Balance Sheet and Income Statement Common Size Analysis 

Balance Sheet Logic 
Credit and Cash How Analysis 

0 Working Capital versus Working Investment 
Structuring Pre-Shipment Credit 

0 Structuring Post-Shipment Credit 
0 Analysis of Management Skills 

2. Selection of courses in the general area of managing loan guarantees, pre- and post- 
shipment export c r d t  guarantees. Ths  will include specific toplcs such as: 

Pncing loan guarantees, pre- and post-shlpment export credit guarantees 
General portfoho management 
Reserving for losses 
Reinsurance issues 
Legal and claims issues 

3. Identification of course requirements by type of audience, i e., JLGC Personnel, Chent 
Bankers, Exporters. 

4. Allocating the training advisor's time between Internal JLGC trainmg, and conductmg 
workshops and seminars for bankers and exporters. 



5. Selecting and prioritizing the courses to be presented will consider, but not be limited to, 
the following factors: 

The objectives of the JLGC as envisioned in its Articles of IncorporaQon. 
The obligation of the JLGC to train bankers in its programs. 

0 The obligation of the JLGC to tram bankers in the shlls to implement the 
programs 
The training requirements of the exporting community. 
The duratron of each course. (Thls will be advised to management by the training 
advisor and include an estimate of preparation Ume.) 
What courses will have the greatest impact ~n the shortest possible time. 
Wh~ch courses will have applicabihty across several audiences. 

Traning manuals will flow from the above It 1s antmpated that a JLGC t r m n g  counterpart 
will be associated with each or all of the trluning components for purposes of future 
maintenance of the manuals and training. 

Internal tramng could commence as early as June 1 .5~  , but not later than the 2 0 ~ .  Thls 
depends on JLGC logist~cs and trainer preparaoon associated with course selection. 



Appendix 



Note to Appendix 

The English translations of JLGC documents contained herein are missing certain 
changes in the official Arabic version that were recently made to improve the terms and 
conditions of the agreements. These changes do not affect the essence of the Assessment 
as presented. 



Memorandum 

To: Wendy Kabele 
cc : Jody Schubert 

From: Fred Zamon, Consultant to JLGC 

Date: October 29, 1997 

Subject: Second Copy of Assessment Report 

Wendy, 

Per your request, I am enclosing a second hard copy of the Assessment Report. The 
Appendices enclosed with the original are no longer available to me. Therefore, I urge you to 
consult with Jody to see ~f you can find those onglnally sent from Jordan m the pouch of June 
16, 1997. 

In addtion, please also check the diskette I sent with all USAID Deliverables in the pouch of 
October 16, 1997. I believe I included a Word 7.0 copy on that diskette. If not, please let me 
know so that I will make sure IBTCI gets a copy. 

/ 
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Jordan Loan Guarantee 
Corporation, Ltd. 

A Review of Accounting, 
Ratio Analysis, and 

Balance Sheet Logic 

Frederick J. Zamon 
Interntional Business and Technical 

Consultants, Inc. 





Role and Relationship 
of Credit to the 

Business of the Bank 
How do banks make money? 

How do banks lose money? 

Definition of Risk 
Credit 

Operations 

Trading 

Risk Management 
Avoidance 
Mitigation 



Baseline Accounting 
Language and 

Principles 
+ Financial Accounting 

The Accounting Equation 

Revenues, Expenses, and Profits 

Forms of Business 

Income and Capital Statements 

The Balance Sheet 

+ Accounting Principles 
conservatism Going 
Consistency Concern 
Cost  Realization 
Disclosure M ateriality 
Comparability Entity 
M atching Time Period 



Financial Accounting 

4 The Balance Sheet 

4 The Income Statement 

+ Relationship between the 
Balance Sheet and the Income 
Statement 



Accounts 1 
Receivable I 

/ Inventories I 

Earning Activities 



The Balance Sheet 

+ Current Assets 

+ Non-current Assets 

+ Goodwill 

+ Current Liabilities 

+ Non-current Liabilities 



The Income Statement 

+ Revenues 

+ Cost of Goods 

+ Gross Margin 

+ Expenses 

+ Net Income 

+ Retained Earnings 



Accounting Records 
and Systems 

+ The Account 
Debits 

Credits 

+ The Ledger 

+ Chart of Accounts 

+ The Journal 

+ The Trial Balance 

+ Adjusting Entries 

+ Closing Entries 



Matching Principle: 
Costs are reported in the accounting period 

in which the associated revenue is 
reported. 

+ Adjustments for accrued expenses 
Expenses incurred but not paid in the current 

accounting period, i.e., unrecorded expenses 
incurred during the period. 

+ Adjustments for accrued revenues 
Revenues earned but for which cash was not 

received in the current accounting period, i.e., 
unrecorded revenues earned during the period. 

+ Adjustments for deferred (unearned) revenues 
Advance payments from customers, i.e., recorded 

revenues to be apportioned among two or more 
accounting periods. 

+ Adjustments for deferred (unexpired) expenses 
Prepaid expenses, i.e., costs to be apportioned 

among two or more accounting periods. 



The Going Concern: 
In valuing a firm's assets, it is assumed that the 

firm will remain in business during the 
foreseeable future. 

+ Asset Conversion 

+ Working Investment 
Permanent 

Seasonal 

+ Sources and Uses of Funds 
Net profit after tax 

Asset conversion 
Liability increases 
bqulty increase 



RATIO ANALYSIS 

Comments and Explanations Major Categories of Ratios - 
Current Raho 

Method of Calculatlon 

A bmad measure of lquldnythalshould 
belnarangeoft5to20 

Ac~d Test or Qulck Raho Cash equivalents are marketable sewntles 
Current Liab~ltles Amunts m b k  net of bad debt reserve 

A more severe measure of liquldrty that 

should be I 0 or larger 

Current Assetsfrotal L~ab~l~bes - Shows what porthn of total llab~ltles 

Total Llabiltles muld be pad if all current assets are 

lquidated at 10096 of value 

Also shows reliance on the ab i r i  to 

IKluldate fued assets to retlre total debt - 
Days Recelvables on Hand Net Acc Rec ICredR Sales X 365 Indicates days receivables on hand 

before they are mnverted to cash 

Days lnventory on Hand Avg InventarylCOGS X 365 Average Inv k usually Inv at beginning of penod + lndtcates days ~nventory on hand 

Inv at the end of the pencd dlvded by 2 before d ls sold 

Days Sales In Recervables 
Calculate 
Recelvables Turnover 

In two steps 
1 

-!a&kh- 
Acmunts receivables 

2 - 
Recelvables Turnover 

Acmunts rece~able net of bad debt reserve 

and one may want to use averages 

Calculate 
Days Rec'bles=Collechon Penod 

Days Inventory on Hand 
Calculate 
lnventory Tumover 

In two steps 
1 - 

Average lnventory dunng pencd Average Inv k usually Inv at begmning of penod + 

Inv at the end ofthe p e d  divided by 2 

2 - 
Inventory Turnover 

Calculate 
Days lnventory on Hand 

Days Trade Payables on Hand Avg Trade PayableslCOGS X 365 Average Ace Payable is usually Acc P at beginning lnd~cates the number of days payables 

of pemd +Am P at lhe end of lhe penod divided by 2 on hand before they are pald 

Days Trade Payables on Hand 
Calculate 
Payables Tumover 

In two steps 
1 - 

Average Payables dunng period 

Calculate 
Days Payables on Hand 

2 - 
Payables Tumover 

F~xed Asset Turnover Sales 
Net Fixed Assets 

Days ACCN~~S on Hand Avg AmuaWCOGS X 365 Awage Amued Expmses are usually Acc Exp Indicates the number of days acaued 

at bqinning of penod +Am Exp at Re end of the expenses on hand before they are pad 

period divlded by 2 

Days ACCN~~S On Hand 
Calculate 
Accruals Turnover 

h two steps 
1 

CastofGwdsSold 
Avewe Acauak d u r n  period 

Calculate 
Days AccN~IS on Hand 

2 - 
A m a h  Turnover 

F~xed Asset Turnover 3 i l I f L  
Gmss Fixed Assets 

Indicates the number of dinars in sales 
for each dlnar invested In gmss plam 

Sales 
Net Fixed Assets 

Indicates the number of dinars In sales 
for each dlnar invested In net olam 

Average annual porbon of 
plant that IS depreciated 

- Assuming stralgM line depredathn dMding thk 
Average Gmss Plant rath Into 1 0 will give the number of years for plant 

to be fully dewdated 

Number of years remalning in 
plant llfe assummg no add~hons 

tMi?ml This assumes siralghl line depredaihn 
Depredation Expense 

For some busmesses the older lhe plant 
the lower the effidency - 

Sales 
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SEMINAR / TRADE FINANCE: CASE STUDIES IN PRE- AND 
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Techn~cal Support Sewtces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporat~on 

Memorandum 

To: Dr. Jamal Moh'd Salah 
CC: Walid I. Abuzir 

Mr. M. Said Harnmami 
Dr. Adeeb Haddad, General Director, Institute for Banlung Studies 
Mr Jamal Al-Jaberi, USAID 

From: Frederick J Zamon 

Date: September 20, 1997 

Subject: Trade Finance Seminar, September 13 - 17, 1997 in cooperation with USAID, and 
the Institute for Bank~ng Studies 

33 bankers and exporters attended the above seminar A list of participants is attached 
Represented were 20 representatives of 7 banks, 4 members of the Central Bank of Jordan, and 9 
representatives of 7 exporting compames. 

Course evaluations from participants were collected by the Institute for Banlung Studies, as is 
their standard procedure Photocopies will be sent to me through Dr. Salah I will analyze the 
results as required in the USAID Scope of Work, and submit them to USAID upon rece~pt. My 
own impressions of the seminar follow: 

The participants showed sincere interest In the subject matter and asked important questions 
from the first day. The quality of questions and intensity increased throughout the seminar. 

Participants were divided into 5 teams for case studies in marketing, methods of payment, 
and pre-shipment export financing. Examples on the subject of bills of exchange, bankers' 
acceptances, and letters of credit were presented to and analyzed by the group as a whole in 
general session. 

During case study preparation, interaction wthin each team appeared lively and organized 
Case studies and general session examples were designed to see if participants were able to 
apply the trade finance princ~pals previously presented by the trainer. Each team was 
requested to make a short presentation of its results Observation of general session 
examples and team presentat~ons revealed that the part~cipants were able to 

1. Effectively utilize graphics to illustrate borrower needs based upon production cycles 
2. Make clear assumptions about production functions. 
3. Make clear distinctions between the assumptions and the production cycle w t h  

respect to trade finance requirements and JLGC programs 

Intemat~onal Busmess & Techn~cal Consultants, Inc 



Tramng Manual Export and Loan Guarantee Procedures 
The Jordan Loan Guarantee Corporation 

INTRODUCTION 

The Jordan Loan Guarantee Corporation, Ltd is proud to provide this manual on Trade Finance 
We recognize that you may have to manage many other products and services besides 
international transactions, so we have developed th s  manual as an overall guide to help you 
organize these transactions when they occur We hope that it w11 become an important part of 
your reference library. 

We have chosen to present it in a binder to extend its functionality When you add magazine and 
newspaper articles, technical information, memoranda, and copies of relevant policies and 
procedure, you will have an organized and up to date reference. We believe the section dividers 
provide a common categorization of data that affect most cross-border transactions, and which 
will provide quick and easy reference source. We know that they are not all inclusive. We 
therefore encourage you to add new sections, as you need them 

Two of these sections present details of JLGC products: Pre-shipment and Post-shipment 
Guarantees. As improvements or additions to our programs occur, we will send notification to 
the JLGC Liaison person in your establishment This includes policy changes as well as updated 
application and reporting forms. 

We are confident that when you examine these programs, you w11 discover that they provide 
efficient risk management capabilities that will enhance your ability to profitably extend your 
sales and services to new clients in new markets. 



I Techn~cal Suvvort Sew~ces (TSS) IQC Contract 
The Jordan Loan Guarantee ~orporat~on 

4 Define real financing requarements as compared to unnecessary financing requests 
over the life of a trade finance transaction from the marketing phase through pre- and 
post-shipment phases. 

5 Ask critical questions concerning the borrower, his suppliers, and his buyers in 
process of structuring a trade finance transaction. 

6 Examine critical productive factors affecting domestic versus export production, the 
trade-off in capacity. 

7 Question the credit worthiness of issuing banks under letter of credit transactions 
8 Evaluate when and when not to use the JLGC programs based upon various factors in 

the trade finance transact~on 

Interest on the part of the majority of participants in the use of the WWW for gathering marketing 
information was very high. As a result, 25 of the 33 participants have signed up for a one-hour 

I workshop in the commercial use of the WWW on September 22, 23, or 24. This m t e r ,  with 
assistance of JLGC, wrll put together this presentation This will be held at the JLGC offices for 
small groups Results will be reported after the training occurs 

I Comment on Facilities and support personnel of the Institute for Banking Studies 

I The support personnel of the Institute for Banking Studies (IBS) deserve special mention and 
credit for the success of the seminar The copying services of the IBS in producing the JLGC 

I 
Trade Finance Manual were critical The attentiveness of Mr Hamed in logistical matters 
throughout the five days, including. 

1. Extemporaneous requests for copying presentation materials for the participants 
2. Coordinating the team classrooms 
3. Assuring the availability visual equipment 

I There were, I am sure, others behind the scenes that I cannot name assisting him, and they too 
deserve special thanks for making the seminar the success that I believe it was 

I This was a special opportunity for me, as Traning Advisor to the JLGC, and I would like to take 
this time to thank all above and their support staff for helping me in this seminar 
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Course Objectives 



Course Objectives 

When you finish this course you should have the necessary tools to perform 

An analysis of the trade finances process. 

An analysis of the particulars of pre- and post-shipment nsks, whether you are a banker 
or an exporter. 

A cost and price analysis for trade finances transactions 

A value-added analysis for JLGC pre- and post-shipment guarantees. 

To accomplish these objectives, familiarity with the reasons for international trade, the 
characteristics of international marketing, cross-border personal and technical relations between 
buyer and seller, and methods of payment are critical. Whether you are a banker or an exporter, 
all of these factors will affect you, either directly or indirectly A thorough understanding of 
them will allow you to measure the credit risk, foreign exchange nsk, and operation's risk 
inherent in every cross-border transaction. 

The Reasons for International Trade 

Businessmen, bankers and other analysts of international trade, typically consider the most 
important reasons for cross-border transactions to include the following- 

To achieve higher profit margins than on the sale of goods and services domestically 
To optimize available capacity and achieve advantages of economies of scale 
To meet standards of international competition 
To increase aggregate sales by participation in fast growing markets 
To extend a product's life cycle 

These objectives, while difficult to achieve in the international marketplace, are also the 
incentive for exporters and bankers to confi-ont and overcome obstacles in the path of reaching 
these objectives. 



I Section I1 

Marketing Products and Services across Borders 



Marketing Products and Services across Borders 

Whether the banker or exporter enters the international marketplace instinctively or deliberately, 
he goes through at least four identifiable thought processes and activities. They may not occur in 
the order presented, or they may only be "afterthoughts," that is, those that occur wth  historical 
perspective, -- but they all do occur 

First, every trader identifies the market. 
Second, he identifies that market's specific requirements 
Third, he evaluates his productive capacity, whether that involves physical goods or 

delivery of services. 
Finally, he evaluates the constraints on delivery 

If done deliberately, consideration of these activities helps define costs and then profitable 
pricing. The probability for optiminng profit is, therefore, predictable. If done instinctively, 
then the costs may bear no relation to prices, and the probability of optimizing profits is not 
predictable. The information that follows in this presentation should increase the ability of those 
engaged in cross-border financing and trading to make deliberate decisions and thereby increase 
the probability of optimizing profits. 

Identifying the Market 

Identifying the market and market potential can be accomplished without physical presence. 
Three methods are commonly utilized. They are 

Statistical analysis of demographc data, consumer spending habits, and trades flows. 
Substantial databases are now available on computer diskettes and CD-ROM media 
for efficient data analysis, mampulation, and report formatting. 
Accessing databases, advertising, and solicitation lists available on the World Wide 
Web (WWW), from nearly every country in the world. "Web Browsing", as it is 
called, is becoming easier, cheaper, and more sophisticated every day. 
Contracting the services of a foreign agent or sales representative to market your 
product. 

Visiting the market is always the best way to assess its potential. The question that must be 
answered is whether and when the costs of a visit are justified by the benefits. Focusing ones 
efforts and minimizing costs is always a challenge This can be done by 

Attendance at trade fairs and exhibitions that focus on your product lines and your 
competitors. 
Meetings wth local chambers of commerce and industry, often with assistance from 
the International World Trade Center offices. 
Specific business meetings developed from contacts identified through statistical 
analysis, Web browsing, or agents referred to above. 



Establishng representative or branch offices and distribution facilities in other 
countries 

I The ultimate purpose of all the above activities is to establish market requirements. 

Market Requirements 

Evaluating market requirements involves analysis of end-user needs and how they relate to your 
product or service. Should you possess an unique productfservice, clearly in demand, you may, 
at first, not have to evaluate market requirements In a free-market situation, however, it will not 

-- be long before y o u  success will generate competition The following analysis will then become 

-- 
useful. One way to focus on end-user needs is to analyze the competition This can be done 
statistically or through client interviews and aslung questions that identify "Qualifying Needs", 

m "Determinant Needs", and "Differentiating Factors " 

Qualifying Needs 

A qualifying need is one that a product must have before any customer will even consider 
purchasing it. An example might be a car in the UK with a steering wheel on the left hand side 
Without a "Qualifying Need" consumers simply exclude the product from their set of choices 

Determinant Needs 

A determinant need is one that customers use to choose your product or service fi-om among all 
- those who have qualified. For example, once you offer a car in the UK wth  a right side steering 

wheel, then the customer wl l  include your offer~ng among all other such vehicles Whether or 
not a client finally purchases the car depends on whether or not your product meets his other 
requirements as well, such as size, color, and number of doors 

Differentiation Factors 

When several competitors offer approximately the same product or service in every perceived 
respect, then differentiation factors play a role in the customer's final decision to buy These 
factors include four major categories: The quality of the product (Product Line Factors), the price 
of the product, the delivery process (consistency, convenience, and maintenance), and advertising 
(Promotion Policies). 

The matrix on the following page represents an analytical tool for compehtive analysis of most 
any product or service The information, as noted earlier, can be obtamed from existing 
statistical data or gathered through market surveys. 

Productive Capacity 

Productive capacity must be viewed as market specific That is, just holding the product or 
service available may not even qualify the item as an acceptable choice. Rather, the product 



must meet quantity and quality standards of the competition. For example, consumers of Coke 
and Fanta in the USA prefer a much higher level of carbonation than do consumers in West 
Africa. Product packaging and sizing may be especially critical. For example, bulk packaging 
may not be suitable in a market with small families and those with school age children who want 
to take individual portions for lunch at school. In today's environment, animal rights activism 
can require special packaging indications in the EU and America. 

Delivery and Distribution 

Delivery and distribution are processes They involve more than just transportation of goods and 
services from one location to another, although that is clearly the most easily defined in terms of 
cost They are more complex than just a physical closure of borders or availability of motor, rail, 
sea, or air transport. Included in the consumers concept of "delivery" for hard products are the 
consistency of product avadability, convenience of availability, maintenance, and repair 
requirements Delivery may also include the packaging, even though the package may also 
present certain promotional aspects of the product 

Consumers to include ease of communications and the ability to efficiently solve client problems 
view delivery of services. Meeting these requirements across national boundaries is always more 
complex than in the domestic market. 

Summary 

Marketing products and services across borders involves four major processes. 

Market identification 
Market requirements 
Productive capacity 
Delivery and distribution 

All of these processes must be examined from the point of view of the consumer Failure to meet 
his criteria will exclude the product or service from his choices. 

There are, of course, other factors to consider when trying to measure one's ability to compete in 
international markets. These involve temporal, cultural, legal, and financial issues. They will be 
considered within the context of cross-border buyerlseller relationships. 

However, before addressing these issues, it is useful to examme, in matrix form, some 
constraining factors to competitweness of all exports The matrix shown on page 5 is a 
particularly useful analytical tool whether one is a current exporter, new to export, or considering 
financing an exporter. The methodology is to identify policy, institutional, infrastructure, and 
capacity constraints, both internal and external, for each of the differentiating factors, of product 
price, quality, delivery, and promotion With this information, a realistic risk analysis can then 



I be over a number of sectors The constraints considered should include those apparent in both 
domestic and foreign markets. 
Analyzing Key Product Markets 

I 

Competitive Analysis 

Produc fMari'ret: Your Location43ranch Date 

Market Needs Summary: 

Qualifying Needs: 

Determinant Needs: 

Differentiation Factcm (Marketing Mix) 

Competitors 

Your 
Business1 

or Your Bank 

Total 

Distribution 
Methods 

Current 
Local 
Currency 
Volume 

Promation Product Line Current 
Market 
Share 

Pricing 



Note This format is a mmor modificat~on of that found m Eric Reldenbach, The Bank Marketmp. Handbook, p 93, 
Irwin Professional Publishmg, Chicago, London, Smgapore, 1994 

For simplicity, the TREND can be shown as up 0, down 0, or steady 

Buyer and Seller Relationships 

Constraining 
Constraints 

Policies 

Institutions 

Infrastructure 

Capacitv 

Effectwe communication between buyer and seller forms the basis for all successful international 
sales. Language differences frequently occur across borders. This gives rise to the entrance of 
third parties, such as marketers, translators, bankers, and agents While these third parties are 
there for the purpose of assistance, they may also create additional problems that will require 
solution 

Effective communication begins long before the sales contract is finalized. For the seller, the 
sales contract is usually the end of a long process of market identification, product promotion, 
and client needs assessment It also marks the beginning of a whole new relationship that 
reqmres even more effective communication skills in order to complete the conversion cycle and 
make additional sales. 

Factors to Export 
Price 

Competitiveness 
Quality Delivery Promotion 



Geographic and Temporal Factors 

Geographic distances create natural obstacles to easy buyerlseller relationships. It is not unusual 
for a buyer in the North America, South America, Africa, or the Middle East to have to transport 
goods hundreds of miles fiom the delivery point to the point of utilization. These distances also 
include time zone differences. Time differences become critical during a situation when 
problems need solution. They may at one moment go to the benefit of the seller, and at another 
moment to the benefit of the buyer These physical distances and time differences must be 
anticipated and commun~cated by both parties in order to avoid disputes 

Cultural Factors 

Cultural factors cover a range of social relationships affecting communication between buyers 
and sellers Religious, ethmc, and ethlcal orientations all affect business relationships. They 
must be carefully considered in decisions governing product development, packaging, and 
promotion. 

Financial Factors 

Precisely where temporal and cultural factors become financial can be defined as the point in 
time when a transaction occurs between buyer and seller The objectives of each as defined 
below set the terms. 

Buyer Objectives 

Buyers' major objectives are: 

To obtain on time delivery of the correct quantity and qual~ty of goods or services 
To defer payment as long as possible for purposes of controlling cash flow 
To pay only if seller fulfills his obligations 
To minimize financing costs 
To conduct final settlement through a trustworthy third party and in an advantageous 
currency 

Rational buyers' are motivated by their own production and conversion cycle Buyers will do 
whatever is required to mnirnize financing costs associated with their purchase while obtaining 
the quantity and quality of inputs necessary They seek to avoid as many intermediaries as 
possible to reduce costs and potential problems of delivery and increased costs. This affects their 
behavior toward all suppliers. 

Seller Objectives 

Sellers' objectives are: 



To accomplish on time delivery of the correct quantity and quality of goods or 
services 
To obtain payment in the shortest possible time to facilitate cash flow 
To minimize financing costs 
To obtain settlement through a trustworthy third party and in an advantageous 
currency 

Sellers are primarily motivated by the desire for prompt payment Financing the buyer is 
important only if that is required to make the sale against competition Like buyers, they seek to 
avoid as many intermediaries as possible to reduce costs and potential problems 

Since the objectives of the buyer and seller are on opposite sides of the transaction, it is 
important that communications between the buyer and seller are clear. Failure to understand 
where each party is in the process may create costly delays for both This is also critical for all 
intermediaries who seek to facilitate the transaction Failure of either the buyer or the sell to 
communicate vital data to the intermedimes, whether banker, carner, translator, or agent, could 
result in financial loss or damage to business reputation of one or several parties. 

Close commumcation facilitates the exchange of information on events that are external to the 
transaction, but which ultimately affect the financial viability of future transactions. Paramount 
among these topics are those associated with the political climate in the countries of the buyer 
and the seller. 

Political Risk 

Political risks include events under the control of, or actions taken by, governmental authorities 
of the country of the buyer or seller They include acts of war, civil disobedience, riot, and 
revolution. They may include statutory or de facto restrictions affecting the flow of goods, 
services, and payments They include any government act that might inhibit the payment of 
funds in or out of the country irrespective of the ability of any individual or corporate resident of 
that country to meet contractual payment obligations. This is sometimes called transfer nsk 

Protecting against political risks is usually accomplished by transfemng the risk to another party. 
Sellers commonly accomplish this by requiring that buyers open Letters of Credit whch include 
a condition that a bank in the seller's country confirm the Letter of Credit. Protection against 
adverse politmil events can also be obtained by the purchase of special export credit insurance. 

Commercial Risks 

Commercial risks are all those circumstances that might prevent a private or corporate party to a 
contract from fulfilling the terms of that contract due to its own act or failure to act. Commercial 
risks can be grouped into five major categories: 



Credit nsk 
Foreign exchange risk 
Market risk 
Performance risk 
Settlement risk 

All of these risks should be considered when entering international trade transactions There are 
ways to protect oneself against these risks Protections can be included in the terms of the 
contract or outside of it 

Credit Risk 

Credit risk is controllable through knowledge of the buyers and sellers financial strength and 
character Credit references can and should be obtained on all counterparts to a trade transaction 
For sellers, such information indicates the ability and willingness of the buyer to honor his 
obligations. For buyers, this information indicates the ability of the seller to perform as agreed. 
Such references are usually obtained prior to execution of the contract and assist in developing 
terms of payment of the transaction 

The following points should be kept in mind when seeking a report on overseas counterparts 

The exact amount of the transaction should be quoted in order to obtam the most 
accurate information. Inflating the amount may eliminate satisfactory buyers or 
sellers. 
The exact time frame for the transaction should be specified. It is important to 
dishnguish whether the specific sum quoted for the buyer is a single shipment or 
many shipments A buyer may be able to pay for an amount spread over a period of 
time and multiple shipments, but may not be able to pay for that sum in a single 
transaction. A seller on the other hand may be able to produce large amounts of a 
product over a long period of time, but not in a shorter period of time. 
The terms of payment relative to the type and quantity of the goods are important to 
consider. Payment for services often presents an unique situation. Payment 
experience of buyers, and the delivery record of sellers, competition in the market, 
and financing alternatives must be considered. 

Exchange Risk 

Exchange risk occurs whenever a seller agrees to accept payment in a currency other than his 
own, and then must convert that currency (foreign currency) into his local currency. The 
corollary of this is that if a payment received in foreign currency can be used to settle an 
obligation in that same currency, the exchange risk is avoided. 

Exchange risk is measured by the change in the rate of exchange of one currency for another 
over a period of time. If by law there is no possibility of a difference in the rate of exchange over 



time, the exchange risk is zero. In today's global economy every currency encounters exchange 
risk with one currency or another. The danger to the buyer is that he will be requred to pay out 
more local currency at the time of exchange than anticipated when the transaction was agreed. In 
this case his cost of goods sold increases. He can either accept a reduction in his gross profit 
margin or raise the price of his product. 

The danger for the seller is that he receives less local currency at the time of exchange than 
anticipated In this case his gross revenue in local currency is reduced and his gross profit 
margin is reduced by the reduction in anticipated receipts 

There are methods to cover these risks by conducting foreign exchange hedging transactions 
These will be addressed later. 

Market Risk 

Market risk can most simply be defined as the demand for the product in the market 
Competition perceived value, technological change, demographics, religion, and politics can be a 
factor in whether or not a product will sell in the international market. Only constant 
involvement in the market and the willingness to bear costs associated with maintaining a certain 
position in a market can overcome those risks Consideration of all these factors will assist in 
completing the marketing matrices presented on pages 7 and 8, above. 

Performance Risk 

Performance risk may be defined as the willingness and ability of all parties to a contract to do 
what they have agreed on a timely basis. This must be extended to all suppliers of sellers and 
ultimate users of the product, e.g., customers of buyers Like market risk, performance risk is 
affected by social, political, economic, cultural, religious, and commercial events that occur in 
the environment of all parties to international trade. 

Protection against the failure of a party to perform can be included in the contract. Common 
protective clauses include such things as bid, advance payment, performance, and warranty 
bonds, authorities for changing the order, arbitration clauses, and clauses related to force 
majeuere. 
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Methods of Payment 



Methods of Payment 

There are four basic methods of payment for international transactions All others are derivatives 
of these. In order of increasing risk to the seller, and therefore, decreasing risk to the buyer, they 
are: 

Payment in Advance 
Payment through a Letter of Credit, also called a Documentary Credit 
Payment through a Documentary Collection 
Payment through Open Account 

The realities of the political and commercial risks associated with the market, the specific parties 
to the transaction, and the merchandise under consideration determine which of these methods to 
utilize. Each method presents certain advantages to the buyer and seller. While they both are 
working from opposite sides of the transaction, the competition will influence the degree of 
control the buyer and seller seek to acheve through one method or another 

The negotiation of the final payment method is included in a purchase contract. Dependmg on 
the product or service, the contract can be as simple as a verbal agreement, a one page purchase 
order, or as complex as a multi-volume purchase contract. 

A quick summary of the most important factors affecting the choice of a method of payment 
include, but are not limited to the following: 

The relative bargaming power of the contract parties 
The credit standing of the buyer and the reliability of the seller 
Previous relationships between parties 
Market competition as to pnce, availability, and financing terms 
The type of merchandise. 
Country nsk 

Preferences for the timing of payment from the perspecbve of the buyer and the seller are 
summarized in the table on the following page. Whatever the outcome of negotiations, it is 
critical that all parties communicate these preferences clearly and reach final agreement, 
preferably in writing, to eliminate costly misunderstandings 



Payment Methc 
Method 

Advance 
Payment 

Letter of Credit 

Confirmed L/C 

Open Account 

service than 
other buyers 

Obtain product 
ahead of the 
competltlon 
unw~llmg to pay 
cash 
Buyer knows 
documentary 
conditions that 
must be met for 
payment to 
occur 

a Buyer is able to 
get better prlce 
or service 

Advantages 
Buyers 

May get better 

-- 

- 
2 I 

Sellers 
Complete control of 
funds and goods 

Receives financing 
from buyer 

Credit and country 
risk eliminated 

Cred~t risk of buyer 
is subst~tuted by that 
of issumg bank 

Seller knows exact 
terms on wh~ch he 
w~l l  be pa~d 

Seller need not 
finance buyer for 
sight credit 

~ankers acceptances 
that can be used for fmancmg buyers or 
sellers 

Ability to get 
better prices and 
increased 
ava~lability of 
goods 

On sight 
payment, buyer 
does not pay 
untd he gets 
documents 

On time 
payments, buyer 
does not have to 
pay until 
maturity of draft 
Financmg from 
seller 

Goods received 
before payment 

Confirmmg bank 
assumes credit r~sk  
of buyer and buyer's 
bank 

Confmlng bank 
assumes country risk 
of buyer and buyer's 
bank 
Seller retams control 
over title to goods 
unt~l buyer pays for 
documents or 
accepts draft 

Higher sales are 
poss~ble 

Buyers 
No control of 
funds or goods 

Finances the seller 

No control over 
quality or quantity 
of goods received 

Credit lme is 
drawn 

Bank fees must be 
pa~d 

a Buyers may have 
to Pay 
confirmat~on fees 

On slght payment, 
buyer has no 
control over 
quality or quantity 
of goods 

Prices may be 
h~gher to h ~ m  
because seller 
assumes higher 
risk 

Sellers 
Some sales lost 
because some buyers 
need financing or to 
competltlon 

Documentary 
requlrements may be 
hard to fulfill If 
errors are found after 
goods are shipped, 
correction may be 
imposs~ble and LIC is 
invalid 

Bank fees must be 
pa~d  

Sellers are usually 
required to pay 
confirmat~on fees 

Seller finances goods 
until buyer pays for 
documents or draft at 
maturity 

Payment not assured 
and buyer can refuse 
documents 

Goods del~vered 
before payment 

Seller assumes credit 
and country risk 
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INTRODUCTION 

The Jordan Loan Guarantee Corporation, Ltd. is proud to provide this manual on Trade Finance. 
We recognize that you may have to manage many other products and services besides 
international transactions, so we have developed this manual as an overall guide to help you 
orgmze these transactions when they occur We hope that it will become an important part of 
your reference library. 

We have chosen to present it in a binder to extend its functionality When you add magmne and 
newspaper articles, technical information, memoranda, and copies of relevant policies and 
procedure, you will have an organized and up to date reference. We believe the section dividers 
provide a common categonzation of data that affect most cross-border transachons, and which 
wrll provide quick and easy reference source. We know that they are not all inclusive. We 
therefore encourage you to add new sections, as you need them 

Two of these sections present details of JLGC products: Pre-shipment and Post-shipment 
Guarantees. As improvements or additions to our programs occur, we will send notification to 
the JLGC Liaison person in your establishment This includes policy changes as well as updated 
application and reporting forms 

We are confident that when you examine these programs, you will discover that they provide 
efficient risk management capabilities that will enhance your ability to profitably extend your 
sales and services to new clients in new markets 
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Course Objectives 

When you fimsh thls course you should have the necessary tools to perform 

An analysis of the trade finances process. 

An analysis of the particulars of pre- and post-shipment risks, whether you are a banker 
or an exporter. 

A cost and price analysis for trade finances transactions 

A value-added analysis for JLGC pre- and post-shipment guarantees. 

To accomplish these objectives, familiarity with the reasons for international trade, the 
characteristics of international marketing, cross-border personal and technical relations between 
buyer and seller, and methods of payment are critical. Whether you are a banker or an exporter, 
all of these factors will affect you, either directly or indirectly A thorough understanding of 
them will allow you to measure the credit risk, foreign exchange risk, and operation's risk 
inherent in every cross-border transaction. 

The Reasons for International Trade 

Businessmen, bankers and other analysts of international trade, typically consider the most 
important reasons for cross-border transactions to include the following: 

To achieve higher profit margins than on the sale of goods and services domestically 
To optimize available capacity and achieve advantages of economies of scale 
To meet standards of international competition 
To Increase aggregate sales by participation in fast growing markets 
To extend a product's life cycle 

These objectives, while difficult to achieve in the international marketplace, are also the 
incentive for exporters and bankers to confront and overcome obstacles in the path of reaching 
these objectives 



Section 11 

I 
I 

Marketing Products and Services across Borders 



Marketing Products and Services across Borders 

Whether the banker or exporter enters the international marketplace instinctively or deliberately, 
he goes through at least four identifiable thought processes and activities. They may not occur in 
the order presented, or they may only be "afterthoughts," that is, those that occur with historical 
perspective, -- but they all do occur. 

First, every trader identifies the market. 
Second, he identifies that market's specific requirements 
Third, he evaluates his productive capacity, whether that involves physical goods or 

delivery of services 
Finally, he evaluates the constraints on delivery. 

If done deliberately, consideration of these activities helps define costs and then profitable 
pricing The probability for optimizing profit is, therefore, predictable If done instinctively, 
then the costs may bear no relation to prices, and the probability of optimizing profits is not 
predictable. The information that follows in this presentation should increase the ability of those 
engaged in cross-border financing and trading to make deliberate decisions and thereby increase 
the probability of optimizing profits. 

Identifying the Market 

Identifying the market and market potential can be accomplished without physical presence. 
Three methods are commonly utilized. They are: 

Statistical analysis of demographic data, consumer spending habits, and trades flows. 
Substantial databases are now available on computer diskettes and CD-ROM media 
for efficient data analysis, manipulation, and report formatting. 

a Accessing databases, advertising, and solicitation lists available on the World Wide 
Web (WWW), fiom nearly every country in the world. "Web Browsing", as it is 
called, is becoming easier, cheaper, and more sophisticated every day. 
Contracting the services of a foreign agent or sales representative to market your 
product. 

Visiting the market is always the best way to assess its potential The question that must be 
answered is whether and when the costs of a visit are justified by the benefits. Focusing ones 
efforts and rmnimizing costs is always a challenge. This can be done by. 

a Attendance at trade fairs and exhibitions that focus on your product lines and your 
competitors. 
Meetings with local chambers of commerce and industry, often with assistance from 
the International World Trade Center offices. 
Specific business meetings developed from contacts identified through statistical 
analysis, Web browsing, or agents referred to above. 



Establishing representative or branch offices and distribution facilities in other 
countries. 

The ultimate purpose of all the above activities is to establish market requirements. 

Market Requirements 

Evaluating market requirements involves analysis of end-user needs and how they relate to your 
product or service Should you possess an unique product/service, clearly in demand, you may, 
at first, not have to evaluate market requirements In a free-market situation, however, it will not 
be long before your success will generate competition. The following analysis will then become 
useful. One way to focus on end-user needs is to analyze the competition. This can be done 
statistically or through client interviews and asking questions that identifl "Qualifying Needs", 
"Determinant Needs", and "Differentiatmg Factors." 

Qualifying Needs 

A qualifying need is one that a product must have before any customer will even consider 
purchasing it. An example might be a car in the UK with a steering wheel on the left hand side. 
Without a "Qualifying Need" consumers simply exclude the product from their set of choices. 

Determinant Needs 

A determinant need is one that customers use to choose your product or service fiom among all 
those who have qualified. For example, once you offer a car in the UK with a right side steering 
wheel, then the customer will include your offering among all other such vehicles. Whether or 
not a client finally purchases the car depends on whether or not your product meets his other 
requirements as well, such as size, color, and number of doors. 

Differentiation Factors 

When several competitors offer approximately the same product or service in every perceived 
respect, then differentiation factors play a role in the customer's final decision to buy. These 
factors include four major categories: The quality of the product (Product Line Factors), the price 
of the product, the delivery process (consistency, convenience, and maintenance), and advertising 
(Promotion Policies) 

The matrix on the following page represents an analytical tool for competitive analysis of most 
any product or service. The information, as noted earlier, can be obtained fiom exlsting 
statistical data or gathered through market surveys. 

Productive Capacity 

Productive capacity must be viewed as market specific. That is, just holding the product or 
service available may not even qualify the item as an acceptable choice Rather, the product 



must meet quantity and quality standards of the competition. For example, consumers of Coke 
and Fanta in the USA prefer a much higher level of carbonation than do consumers in West 
Africa. Product packaging and sizing may be especially critical For example, bulk packaging 
may not be suitable in a market with small families and those with school age children who want 
to take individual portions for lunch at school. In today's environment, animal rights activism 
can require special packaging indications in the EU and America 

Delivery and Distribution 

Delivery and distribution are processes. They involve more than just transportation of goods and 
services from one location to another, although that is clearly the most easily defined in terms of 
cost. They are more complex than just a physical closure of borders or availability of motor, rsul, 
sea, or air transport Included in the consumers concept of "delivery" for hard products are the 
consistency of product availability, convenience of availability, maintenance, and repair 
requirements Delivery may also include the packaging, even though the package may also 
present certain promotional aspects of the product. 

Consumers to include ease of communications and the ability to efficiently solve client problems 
view delivery of services Meeting these requirements across national boundaries is always more 
complex than in the domestic market. 

Summary 

Marketing products and services across borders involves four major processes. 

Market identification 
Market requirements 
Productive capacity 
Delivery and distribution 

All of these processes must be examined from the point of view of the consumer. Failure to meet 
his criteria will exclude the product or service from his choices. 

There are, of course, other factors to consider when trying to measure one's ability to compete in 
international markets. These involve temporal, cultural, legal, and financial issues They will be 
considered within the context of cross-border buyer/seller relationships. 

However, before addressing these issues, it is useful to examine, in matrix form, some 
constraining factors to competitiveness of all exports. The matrrx shown on page 5 is a 
particularly useful analytical tool whether one is a current exporter, new to export, or considering 
financing an exporter. The methodology is to identifj policy, institutional, infrastructure, and 
capacity constraints, both internal and external, for each of the differentiating factors, of product 
pnce, quality, delivery, and promotion. With this information, a realistic risk analysis can then 



be over a number of sectors. The constraints considered should include those apparent in both 
domestic and foreign markets. 
Analyzing Key Product Markets 

"- 

Competitive Analysis 

Product/Market: Your Lotahbflranch Date: 

Market Needs Summary: 

Qualifying Needs: 

Determinant Needs: 

Competitors 

Your 
Business/ 

or Your Bank 

Total 

Differentiation Pactclrs (Marketing Mix) 

Current 
Local 
Currency 
Volume 

Product Line 
Factors 

Current 
Market 
Share 

Pricing 
Policies 



Note This format is a minor modification of that found m Eric Reidenbach, The Bank Marketma Handbook, p 93, 
Irwin Professional Publishmg, Chicago, London, Smgapore, 1994 

For s~mphcity, the TREND can be shown as up 0, down U, or steady 4 

Constraining Factors to Export Competitiveness 
Constraints I Price I Quality I - 
Policies 

Institutions 0 
Infrastructure 7- 

Buyer and Seller Relationships 

Effective communication between buyer and seller forms the basis for all successful international 
sales. Language differences fiequently occur across borders. This gives rise to the entrance of 
third parties, such as marketers, translators, bankers, and agents. While these third parties are 
there for the purpose of assistance, they may also create additional problems that will require 
soluhon. 

Effective cornmmcation begins long before the sales contract is finalized. For the seller, the 
sales contract is usually the end of a long process of market identification, product promotion, 
and client needs assessment. It also marks the beginning of a whole new relationship that 
requires even more effective communication skills in order to complete the conversion cycle and 
make adltional sales. 



Geographic and Temporal Factors 

Geographic distances create natural obstacles to easy buyerheller relationships. It is not unusual 
for a buyer in the North America, South America, Africa, or the Middle East to have to transport 
goods hundreds of miles from the delivery point to the point of utilization. These distances also 
include time zone differences Time differences become critical during a situation when 
problems need solution They may at one moment go to the benefit of the seller, and at another 
moment to the benefit of the buyer These physical distances and time differences must be 
anticipated and cornmu~llcated by both parties in order to avoid disputes 

Cultural Factors 

Cultural factors cover a range of social relationships affecting communication between buyers 
and sellers. Religious, ethnic, and ethical orientations all affect business relationships They 
must be carefully considered in decisions govemng product development, packagmg, and 
promotion. 

Financial Factors 

Precisely where temporal and cultural factors become financial can be defined as the point in 
time when a transaction occurs between buyer and seller The objectives of each as defined 
below set the terms. 

Buyer Objectives 

Buyers' major objectives are. 

To obtain on time delivery of the correct quantity and quality of goods or services 
0 To defer payment as long as possible for purposes of controlling cash flow 

To pay only if seller fulfills his obligations 
To minimize financing costs 
To conduct final settlement through a trustworthy third party and in an advantageous 
currency 

Rational buyers' are motivated by their own production and conversion cycle. Buyers will do 
whatever is required to mimmize financing costs associated wth  their purchase while obtaimng 
the quantity and quality of inputs necessary They seek to avoid as many intermediaries as 
possible to reduce costs and potential problems of delivery and increased costs. This affects their 
behavior toward all suppliers 

Seller Objectives 

Sellers' objectives are 



To accomplish on time delivery of the correct quantity and quality of goods or 
services 
To obtain payment in the shortest possible time to facilitate cash flow 
To minimize financing costs 
To obtain settlement through a trustworthy third party and in an advantageous 
currency 

Sellers are primarily motivated by the desire for prompt payment Financing the buyer is 
important only if that is required to make the sale against competition Like buyers, they seek to 
avoid as many intermediaries as possible to reduce costs and potential problems. 

Since the objectives of the buyer and seller are on opposite sides of the transaction, it is 
important that communications between the buyer and seller are clear. Failure to understand 
where each party is in the process may create costly delays for both. This is also critical for all 
intermediaries who seek to facilitate the transaction Failure of either the buyer or the sell to 
communicate vltal data to the intermediaries, whether banker, carrier, translator, or agent, could 
result in financial loss or damage to business reputation of one or several parties. 

Close communication facilitates the exchange of information on events that are external to the 
transaction, but which ultimately affect the financial viability of future transactions Paramount 
among these topics are those associated with the political climate in the countries of the buyer 
and the seller. 

Political Risk 

Political risks include events under the control of, or act~ons taken by, governmental authorities 
of the country of the buyer or seller. They include acts of war, civil disobedience, riot, and 
revolution. They may include statutory or de facto restrictions affecting the flow of goods, 
services, and payments. They include any government act that might inhibit the payment of 
funds in or out of the country irrespective of the ability of any individual or corporate resident of 
that country to meet contractual payment obligations. This is sometimes called transfer risk. 

Protecting against political risks is usually accomplished by transferring the risk to another party. 
Sellers commonly accomplish this by requiring that buyers open Letters of Credit which include 
a condition that a bank in the seller's country confirm the Letter of Credit. Protection against 
adverse political events can also be obtained by the purchase of special export credit insurance 

Commercial Risks 

Commercial risks are all those circumstances that might prevent a private or corporate party to a 
contract from fulfilling the terms of that contract due to its own act or failure to act. Commercial 
risks can be grouped into five major categories 



Credit risk 
Foreign exchange risk 
Market risk 
Performance risk 
Settlement risk 

All of these risks should be considered when entering international trade transactions. There are 
ways to protect oneself against these risks. Protections can be included in the terms of the 
contract or outside of it. 

Credit Risk 

Credit risk is controllable through knowledge of the buyers and sellers financial strength and 
character. Credit references can and should be obtained on all counterparts to a trade transaction 
For sellers, such information indicates the ability and willingness of the buyer to honor his 
obligations. For buyers, this information indicates the ability of the seller to perform as agreed. 
Such references are usually obtained prior to execution of the contract and assist in developing 
terms of payment of the transaction. 

The following points should be kept in mind when seeking a report on overseas counterparts 

The exact amount of the transaction should be quoted in order to obtain the most 
accurate information Inflating the amount may eliminate satisfactory buyers or 
sellers. 
The exact time fiame for the transaction should be specified. It is important to 
distinguish whether the specific sum quoted for the buyer is a single shipment or 
many shipments A buyer may be able to pay for an amount spread over a period of 
time and multiple shipments, but may not be able to pay for that sum in a single 
transaction. A seller on the other hand may be able to produce large amounts of a 
product over a long period of time, but not in a shorter penod of time. 
The terms of payment relative to the type and quantity of the goods are important to 
consider. Payment for services often presents an unique situation. Payment 
experience of buyers, and the delivery record of sellers, competition in the market, 
and financing alternatives must be considered. 

Exchange Risk 

Exchange risk occurs whenever a seller agrees to accept payment in a currency other than his 
own, and then must convert that currency (foreign currency) into his local currency. The 
corollary of t h s  is that if a payment received in foreign currency can be used to settle an 
obligation in that same currency, the exchange risk is avoided 

Exchange risk is measured by the change in the rate of exchange of one currency for another 
over a period of time. If by law there is no possibility of a difference in the rate of exchange over 



time, the exchange risk is zero. In today's global economy every currency encounters exchange 
risk with one currency or another. The danger to the buyer is that he will be required to pay out 
more local currency at the time of exchange than anticipated when the transaction was agreed. In 
this case his cost of goods sold increases. He can either accept a reduction in his gross profit 
margin or raise the price of his product. 

The danger for the seller is that he receives less local currency at the time of exchange than 
anticipated. In this case his gross revenue in local currency is reduced and his gross profit 
margin is reduced by the reduction in anticipated receipts 

There are methods to cover these risks by conducting foreign exchange hedging transactions. 
These will be addressed later. 

Market Risk 

Market risk can most simply be defined as the demand for the product in the market 
Competition perceived value, technological change, demographics, religion, and politics can be a 
factor in whether or not a product will sell in the international market. Only constant 
involvement in the market and the willingness to bear costs associated with maintaining a certain 
position in a market can overcome those risks. Consideration of all these factors will assist in 
completing the marketing matrices presented on pages 7 and 8, above. 

Performance Risk 

Performance risk may be defined as the wllingness and ability of all parties to a contract to do 
what they have agreed on a timely basis This must be extended to all suppliers of sellers and 
ultimate users of the product, e.g., customers of buyers. Like market nsk, performance risk is 
affected by social, political, economic, cultural, religious, and commercial events that occur in 
the environment of all parties to international trade. 

Protection against the failure of a party to perform can be included in the contract. Common 
protective clauses include such things as bid, advance payment, performance, and warranty 
bonds, authorities for changing the order, arbitration clauses, and clauses related to force 
majeuere 
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Methods of Payment 

There are four basic methods of payment for international transactions. All others are derivatives 
of these. In order of increasing risk to the seller, and therefore, decreasing risk to the buyer, they 
are: 

Payment in Advance 
Payment through a Letter of Credit, also called a Documentary Credit 
Payment through a Documentary Collection 
Payment through Open Account 

The realities of the political and commercial risks associated with the market, the specific parties 
to the transaction, and the merchandise under consideration determine which of these methods to 
utilize. Each method presents certain advantages to the buyer and seller. Whde they both are 
working from opposite sides of the transaction, the competition will influence the degree of 
control the buyer and seller seek to achieve through one method or another. 

The negotiation of the final payment method is included in a purchase contract Depending on 
the product or service, the contract can be as simple as a verbal agreement, a one page purchase 
order, or as complex as a multi-volume purchase contract. 

A quick summary of the most important factors affecting the choice of a method of payment 
include, but are not limited to the following: 

The relative bargaining power of the contract parties 
The credit standing of the buyer and the reliability of the seller 
Previous relationships between parties 
Market competition as to price, availability, and financing terms 
The type of merchandise. 
Country risk 

Preferences for the timing of payment from the perspective of the buyer and the seller are 
summarized in the table on the following page. Whatever the outcome of negotiations, it is 
critical that all parties communicate these preferences clearly and reach final agreement, 
preferably in wnting, to eliminate costly misunderstandings. 
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Advance Payment 

In this method of payment, the buyer pays the seller prior to shipment of goods. 

Letter of Credit (LIC), or Documentary Credit 

In this method of payment, the service of a bank is usually required A Letter of Credit, also 
known as a documentary credit, is a written commitment issued by a bank for the account of the 
buyer to pay the seller. The issuer of the Letter of Credit agrees to pay the seller even if the 
buyer fails to pay, provided the seller meets all terms and conditions of the Letter of Credit 
wthin the specific time constraints of the Letter of Credit The amount paid cannot exceed the 
value of the Letter of Credit. 

Documentary Collection 

In this method of payment, the seller ships the goods to the buyer, but sends the documents 
evidencing shipment, title to the goods, and demand for payment through an intermediary, 
usually a bank. Demand for payment is usually in the form of a bill of exchange, also called a 
draft. The intermediary, according to written instructions fiom the seller, prepares a letter of 
instruction called a collection letter to a correspondent bank relaying the seller's instructions 
With the collection letter, the documents and draft are sent to the buyer's bank. 

Banks that provide this collection service only act under the letter of instruction from the seller. 
The collecting bank releases documents to the buyer upon payment or acceptance of the draft 
Neither the seller's bank nor the buyer's bank assumes any responsibility for payment if the 
buyer fails to take delivery of the documents andlor make payment. Section IV presents a more 
detailed description of this method of payment. 

Open Account 

In this method of payment, the seller ships the goods directly to the buyer before payment is 
required. Settlement of the buyer's account on the books of the seller is arranged between the 
buyer and seller. 

Methods of Settlement 

In addition to the method of payment to be used, the buyer and seller must decide how the 
payment will finally be made, that is, how the currency agreed as payment is finally transferred 
to the possession of the seller. Thls is called the method of settlement. 

The primary methods of settlement include: 

Cash: Physical cash delivered to the buyer. 



Bank Check: A check drawn on a bank payable in the seller's country, often called a 
"banker's draft " A banker's draft is purchased by the buyer from his bank 
and delivered to the seller by the buyer. 

Mail Payment Order: A mail payment order is purchased by the buyer from his bank and sent 
by the bank to the correspondent bank of the seller for credit to the seller's 
account 

Wire Transfer: A wire transfer is service of the buyer's bank, purchased by the buyer, 
which provides telegraphic instructions to a correspondent bank to credit 
the seller's account. 

SWIFT Payment: A SWIFT payment is a wire transfer over a special bank payments system 
called the Society for Worldwide Inter-bank Financial 
Telecommunications (S.W I F.T.) to which a bank must belong as a 
member. 

Corporate or 
Personal Check: The check may be drawn on the buyer's bank account in h ~ s  country, the 

country of the seller, or even a different country than the domicile of either 
buyer or seller. 

All of these methods carry r~sks of non-delivery Some are deliberately used to slow payment 
delivery. In general, it is true that the more intermediaries, the greater the cost, and the longer 
the time it takes to effect payment to the seller. Except in the case of Letters of Credit where the 
settlement process is an integral part of the Letter of Credit process, these are important reasons 
that the contracts clearly specify not only the method of payment, but also the method of 
settlement. 
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Documentary Collections 

For compames unwilling to take the risk of open account trading, and Letters of Credit are too 
expensive or uncompetitive, then the documentary collection process is an attractive alternative. 

In the documentary collection process, banks act as a trustworthy third party between buyers and 
sellers The seller retains control of title documents (and thereby the goods) through the 
intermediation of a bank, until they are paid for, or until the buyer has given formal acceptance to 
pay at a hture date. In the documentary collection process the bank acts solely as agent for the 
customer, and assumes no responsibility for the goods or the payment The advantages and 
disadvantages to the importer and exporter are summarized in the Payments Methods matrix 
shown in Section I11 Banks and their customers, both buyer and seller, who use the 
documentary collection process generally agree to be governed in their behavior by the Uniform 
Rules for Collections defined by the International Chamber of Commerce, ICC Publication 522 

Parties and Process 

The parties to an international trade contract and their responsibilities under the documentary 
collection process are shown in the schematic below. The terminology used conforms with that 
used among banks and in ICC 522. Consistent usage of these terms greatly enhances 
communication between parties to an international trade transaction. A step by step description 
of actions taken by the parties to the collection process is presented on the next page 

Parties to the International Collection Process 
and 
The Flow of Documents and Payment 

(3)~ocuments & Collection Orde 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(5) Acceptance 
Collection Order : andlor Payment Documents 

Seller or Exporter 
@rawer, Principal) 

? (1) Commercial Contract t 

IV- 1 



Seller 
(exporter/ drawer) 

Exporter's Bank 

Collecting Bank 

Step I Function Performed 

2 1 Ships the goods and submits documents to his bank 
1 

3 1 Verifies documents named in collection order are there 

Agrees to contract 

I Sends documents and collection order to correspondent in 
I buyer's country with instructions to collect payment 

7 1 Pays the exporter when it receives payment from the 

5 1 Releases the documents to the buyer on acceptance or payment 

4 
Collecting Bank 
Presents bill of exchange to buyer for payment and/or 
acceptance 

5 ( Pays and/or accepts the bill of exchange 

6 
1 

Common Documents Presented with Collection Orders 

0 Advises payment and/or acceptance to Remitting Bank (less 
any charges for cables, etc.) 
Agrees to contract 

Documents commonly used in the collection process are commercial invoices, insurance 
documents, bills of lading, a draft or bill of exchange, packing lists, consularized documents, and 
documents peculiar to the type of merchandise. These are described in more detail below 

Commercial Invoices 

A commercial invoice is a statement of a transaction prepared by the seller and addressed to the 
buyer. A commercial invoice presents a complete description of goods being shpped from the 
buyer to the seller. It may include reference to a particular purchase order or contract number. 
Occasionally a copy of the Purchase Order is also sent with the documents. It has the same 
general information as the commercial invoice, but it is issued and signed by the buyer or h s  
authomed representative. 

Insurance Document 

The insurance document evidences that the goods are insured against complete or partial damage 
or loss during a specified period of shipment. It may be for an amount in excess of the value of 
the collections Insurance can cover multiple methods of transport. The document details what 
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events are covered, such as war, civil disturbance, natural disaster, etc. This insurance document 
is not related to credit insurance. 

Bill of Lading 

A mmne bill of lading is a receipt issued by a shipping company, or its authorized agents, for 
goods shipped on board a named vessel, or for goods received for shipment. In addition, and 
most important to all parties, it is a document of title to the goods described A bill or lading can 
also be issued for air transport. It is called an Air Waybill. 

The marine bill of lading shows the name of the ocean vessel, the port of loading, and the port of 
discharge, the date of shipment and the status of goods on board called the "on-board" notation. 
The term, "Marine Bill of Lading" is synonymous with the term "Ocean Bill of Lading" in 
common usage, and may or may not be a negotiable instrument. 

Various other transport documents may be presented wth  the collection order The type depends 
on the mode of transport. A common list of transport documents includes: 

Sea Waybill 
Combined Transport Document 
Rail Waybill 
Railway Consignment Note 
CIM Consignment Note (Used for rail shipments.) 
Post Receipt (Issued by the postal service of vmous countries.) 
Certificate of Posting 
CMR International Consignment Note 
Forwarder's Certificate of Receipt 
Forwarder's Certificate of Transport 

In each case however, the description of the goods in the bill of lading must agree with the 
description stated in the related invoice. 

Packing List 

A packing list states specifically how the goods are packed for shipment This detail is important 
for a mde range of purposes from marketing to insurance coverage. For heavy goods, like 
cement, an entire ship's cargo plan may be presented. Packing lists vary according to the 
merchandise and the contractual requirements. 

Bill of Exchange 

The Bill of Exchange, or draft, is an unconditional demand for payment of a certain amount from 
the buyer. It is prepared and signed by the exporter (drawer) and drawn on the buyer(drawee). It 
may be payable "at sight," i.e., when presented to the buyer by the collecting bank and the buyer 



"sees" it. The draft may also be drawn for payment at a future date, e.g., "90 days sight" or "180 
days fiom bill of lading date." It is this instrument that is presented to the buyer for formal 
acceptance under D/A terms. The draft is stamped "Accepted," dated for payment at the 
specified future date, and signed by the drawee. The instrument is now a "trade acceptance" and 
a legal obligation of the acceptor to pay at maturity. 

A common form of a Bill of Exchange appears below Its components are labeled for easy 
reference. 

Accepted by USD1,000,000 00 Prague, Czech Republ~c October 22, 1995 
Mracek, Inc 
Date 
A 

Authomed 
Slgna ure 

Prism P ntologies s a 
Hermat  ova 91567 

rague 2, Czecl Republic 

I / 
Drawee//Aceeptor Dra(uer/Payee 

~ e h o r  Date i f  Draft 

When dated and signed by the buyer, Mracek, Inc., this Bill of Exchange will become a trade 
acceptance and the collecting bank will deliver the documents to Mracek, Inc. This type of 
collection is called Documents against Acceptance, D/A collection. If the seller, Prism 
Antologies has a. desires to make the bill negotiable, they need only endorse the back of the bill. 

If the tenor were only "At Sight," this would be a Documents against Payment DIP collection. 
Before Mracek, Inc., could obtain accompanying documents of title to the goods Mracek, Inc 
would have to pay the collecting bank. 

Other Documentary Requirements 

In order to meet certain statutory requirements, some of the above documents may have to be 
stamped prior to shipment by the Consular Office of the buyer's country. This consular office is 
located in the country of the seller. Those items stamped then become "consularized" 
documents. Health certificates, cerhficates of chemcal analysis and composibon, warning 
notices, and many other documents required by statutes of the importer or exporter may also be 
submitted to the presenting bank for the collecting bank and the importer. All should be named 
in the collection order. 

Goods should not be consigned to the order of the collecting bank without specific permission of 
that bank. Banks have no obligation to take custody of goods under a collection order, and it is 
becoming a frequent practice for banks to return such documents 
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Importers and exporters should consult wth freight forwarders and customs agents to establish 
current documentary requirements for the particular type of merchandise being shipped. This 
simple precaution can mean the difference between a profitable deal and a non-profitable deal 

Collection Order 

Whichever documents the exporter presents to his bank, he must always attach his instructions 
on a collection order. The collection order is a form issued by the exporter's bank, completed by 
the exporter, the "principal" or his designated agent, and submitted with documents for 
collection. These instructions are passed on to the importer telling him how and when to pay 
The collection order includes: 

The name and address of the collecting bank 
The name and address of the seller and buyer of the goods 
A list of documents 
Description of the goods being shipped, named vessel and bill of lading number. 

Instructions in the collection order indicate whether: 

The attached bill of exchange should be purchased or sent for collection 
Documents should be released against acceptance (DfA) or payment (DP) 
Documents should be sent via air mail or courier 
The collecting bank should cable advice of non-payment or acceptance by the buyer 
The bill of exchange should be "protested" for non-payment 
Who can act as agent ("case of need") for the seller in the buyer's country 
Charges and interest are for account of buyer or seller 
Settlement should be by mail, wire, SWIFT, or other means, and the exact account to 
which the proceeds should be paid. 

Throughout the collection process, the banks of the buyer and seller assume no other obligation 
than that of "reasonable care." This is stipulated in the Uniform Rules for Collections. Banks 
are not responsible for non-payment by the buyer 

Default under a Collection and Exporter Alternatives 

Under a documentary collection, the drawee defaults if he refuses to: 

Make payment 
Accept a draft 

8 Pay an accepted draft at maturity 

As previously noted, banks assume no obligation for payment under a documentary collection. 
The credit and country risk of the buyer and his country remain with the seller. Banks, as agents 



for the principal, merely act with "reasonable care" on the basis of instructions in the collection 
order. Should the buyer be unable or unwilling to pay for the goods or accept the draft, the 
merchandise remains at the disposal of the seller Typically the exporter has the following 
options: 

Protest the bill of exchange 
Warehouse the goods and find another buyer 
Arrange clearance and re-export of the goods 

In all of the above options, the costs are for the account of the seller. 

Non-payment/Non-acceptance Risk 

One advantage of the collection process is that the collecting bank may be able to assist with the 
above options In addition, exporters may want to consider the services of a "Case of Need" 
contact person in the importer country. Should non-paymentlnon-acceptance occur, this party 
can render valuable services in protecting the merchandise, finding another buyer, and/or re- 
exporting the goods. Great care should be taken in nominating such a party because he then 
controls the fate of the goods, and at the expense of the seller. 

Protest 

In the worst case scenario, in which the buyer refuses to pay a sight payment (DfP) collection, or 
a maturing trade acceptance, the remitting bank may be able to use the collecting bank to mange 
44Protesf' of the draft. The bank's action of filing protest on behalf of the seller is a formal 
demand for payment by a notary, or equivalent official Protesting gives the seller a stronger 
position in a court of law, and it may be a prerequisite to court action in some countries. Caution 
should be taken in applying the action of protest In many countries it is sufficient to seriously 
damage an importer's reputation to such an extent that he could be forced into an insolvent 
poshon. 

Country Risk 

Funds are sometimes detained in countries due to exchange controls. In this case, a buyer may 
have already paid the local currency equivalent to settle h s  obligaQon to a local bank. The local 
bank is only awaiting permission from the government to release foreign exchange. In a worse 
case, the bank is awaiting the actual availability of foreign exchange. Non-payment due to 
country risk, commonly called transfer risk, does not allow the remedial options for the exporter 
noted above. Only if the exporter had previously arranged export credit insurance that covered 
political and transfer risk could he reduce or remove this risk 

Importer Concerns of Exporter's Default 
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The importer's concerns of default by the exporter are more specific to the goods and sometimes 
easier to control since he can normally inspect the documents to see if they match the terms of 
the contract of purchase before paying or accepting them. They are briefly summarized in the 
table below together with commonly available risk mitigation techniques. Documents can be 
deceiving, and only subsequent to receipt of the goods can the buyer know for sure that the goods 
are of the quantity and quality described therein. 

Importer Risk Mitigation 

( Lack of financing to take up I Arrange financing secured by 

f Risk 

Goods do not arrive, arrive late, or 
are damaged. 

collections. I merchandise of collection - 
1 

Ways to Reduce Risk 

Insurance coverage. 

f 

One serious Importer concern involves arrival of the merchandise prior to the arrival of 
documents sent on a collection basis. This commonly occurs in the case that: 

Foreign currency exposure 

Goods are inferior or lower quantity 
than ordered 

Goods are sent by air 
The documents are lost or delayed in the postal system 
Operational problems within banks involved result in the shipment arriving prior to 
the documents 

Hedge foreign exchange exposure or 
be invoiced in own currency. 

Settle dispute with exporter. 
Take legal action in country of the 
buyer, or enlist the support of an 
arbitrator 

When goods are unloaded from the ship or aircraft, they are stored in a warehouse that belongs to 
the shipping company or its agents. The goods may or may not be cleared through customs at 
this time The shipping company usually allows a few days free storage after which the importer 
must pay storage fees called demurrage. The only way to avoid demurrage charges is for the 
buyer to take custody of the goods, which is not possible mthout correct documentation 

Document Delay and Shipside Bonds or Shipper's Indemnity 

The solution to this dilemma is for the buyer to purchase a shipside bond, also called a shpper 's 
zndemnity from a bank The buyer gives up his right to reject the documents at the time he 
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receives the indemnity. T h s  document is a commitment of the bank to pay for the goods and 
hold the carrier harmless from any and all costs associated with releasing the goods to the buyer 
in the absence of title documents. 

Banks charge a nominal fee for such service. It may be a flat amount or a percentage of the 
reputed value of the goods. Collateral may or may not be required. Prudent banlung practice 
requires that such facilities be considered an extension of credit. When the title documents 
finally m v e ,  the bank sends them directly to the shipping company to have its liability released 
under the shipper's indemnity. 
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Section V 

Export Letters of Credit 



Export Letters of Credit 

Definition 

Whether a Letter of Credit is an "Export" Letter of Credit or an "Import" Letter of Credit is 
strictly a function of from whose point of view a single Letter of Credit is being examined. In 
other words, a Letter of Credit received by the seller (the beneJiczary), is called an "Export" 
Letter of Credit. Viewed by the buyer (the zssuer), the very same Letter of Credit is called an 
"Import" Letter of Credit. It is an international standard that a Letter of Credit (L/C) is also 
called a documentary credit (Credit), whether viewed by the importer or the exporter. 

Generically, a Letter of Credit is a written commitment issued by a bank (zssuzng bank) for the 
account of the applicant (buyer/importer), to pay a named benejkzary (seller/exporter) a specific 
amount not to exceed the value of the Letter of Credit, provided all terms and conditions of the 
L/C are met. Under a documentary credit, the terms and conditions include the presentation of 
specified documents not later than a certain expiry date of the L/C. 

Article 1 of the Uniform Customs and Practices for Documentary Credits, International Chamber 
of Commerce Publication 500, (henceforth the "UCP," or "Publication 500") states: 

The Uniform Customs and Practice for Documentary Credits, 1993 Revision, ICC 
Publication 500 , shall apply to Documentary Credits. ..where they are incorporated 
into the text of the Credit. They are binding on all parties thereto, unless othemse 
expressly stipulated in the Credit 

Documentary requirements commonly include a Jinanclal document, i.e., a draft or bill of 
exchange drawn on the issuing bank, commercial documents, such as a bill of lading, 
commercial invoice, insurance certificate or policy, and government documents, such as export 
or import licenses, and other documents. 

The bill of exchange or draft prepared under the Letter of Credit can be drawn payable "at sight" 
or at a point of time in the hture. As a result an export credit could be called a "sight export 
credit", or a "time export credit". Time credits are also called "usance credits" or "acceptance 
credits." 

Under a Letter of Credit an zssuing bank substitutes its promise to pay for that of the buyer 

Therefore, when a sellerfexporter is the beneficiary of a Letter of Credit, he does not have to 
depend on the credit standing of the buyer Provided all the terms and conditions contained in 
the Letter of Credit are met by the beneficiary, the issuing bank will pay him. The beneficiary of 
the credit must, however, be concerned about the creditworthiness of the issuing bank and the 
country risk of the issuing bank. Both of these concerns can be eliminated through an 
appropriate conJirmatzon of the Letter of Credit. This process is more fully explained below. 



Steps in Processing a Sight Payment Letter of Credit Transaction 

Advising 
Bank .............. I 

I Nominated I 
L I n 

8 Issuing 
Bank + iq  

+ 9  
P 

1 I 

Seller u 
Number "1" represents the sales contract. 
In "2" the buyer instructs the issuing bank to issue the Letter of Credit 
In "3" the issuing bank issues the Letter of Credit. 
In "4" the advising/confirrning/nomlnated bank mforms the seller about the Letter of Credit 
In "5" the seller ships goods and receives the transport document 
In "6" the seller presents documents to the nominated bank 
In "7" the nominated bank examines the documents and makes payment 
In "8" the nominated bank forwards the documents to the issuing bank. 
In "9" the issuing bank examines the documents and reimburses the nominated bank 
In "10" the buyer reimburses the issung bank. 
In "1 1" issuing bank releases documents to the buyer. 
In "12" the buyer presents the bill of lading to the carrier and receives the goods. 

The 12 separate steps above define important actions that parties to a sight Letter of Credit must 
perform. Whether one is an exporter or importer, the following matrix shows which of the 12 
steps involve the flow of goods, documents, or money. 
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Parties to a Letter of Credit Transaction 

Identification of the parties to a Letter of Credit transaction is critical to clear cornmumcations 
between the bank, the buyer, and the seller. 

The applzcant or account party is the one applying for the Letter of Credit. The applicant or 
account party is usually referred to as one of the following: 

buyer 
importer 
consignee 

The beneficzary is the party to whom the Letter of Credit is addressed The beneficiary is usually 
the same party as one of the following. 

seller 
exporter 
shipper 

In a Letter of Credit transaction, at least two banks are usually involved 

The bank that issues the Letter of Credit on behalf of the buyer is usually located in 
the country of the importer and is called the zssuing bank If examation and 
negotiation of documents presented under a Letter of Credit are restricted to the 
counters of a specific bank, namely, the issuing bank or the advising banks, this is 
called a straight credit If examination and negohation of documents may be 
presented and negotiated at any bank, such a credit is called a negotzable credit. 

The bank that advises the seller that the Letter of Credit has been issued is usually 
located in the country of the exporter and is called the advising bank. 

In most cases, the issuing and advising banks will be correspondents to each other. 
This means that they at least have the ability to validate communications between 



themselves by test keys, encryption capabilities, and an exchange of authorized 
signatures. They may also have reciprocal accounts, which facilitate financial 
transactions between them and their clients. 

The bank authorized to pay, undertake a deferred payment obligation, accept, or 
negotiate under a Letter of Credit is called the nominated bank. 

The bank upon which the beneficiary draws the draft is called the drawee bank 

Other items of importance with respect to the L/C process are. 

The sales contract in step No. 1, is a matter solely between the buyer and the seller. 
Article 3 of Publication 500 states: 

Credits, by their nature, are separate transactions from the sales or other contract(s) 
on which they may be based and banks are in no way concerned with 
or bound by such contract(s), even if any reference whatsoever to such 
contract(s) is included in the Credit Consequently, the undertalung of 
a bank to pay, accept and pay Draft(s) or negotiate andlor to fulfill any 
other obligation under the Credit, is not subject to claims or defenses 
by the Applicant resulting from his relationships with the Issuing Bank 
or the Beneficiary. 

The relationship between the applicant and the issuing bank is a separate contractual 
relabonship between those two parties. Article 3 of Publication 500 states that a 
beneficiary in a Letter of Credit cannot avad himself of this relationship The most 
important aspect of this relationship involves the decision of the issuing bank to 
assume the credit risk of the applicant by agreeing to pay the beneficiary under the 
Credit on behalf of the applicant. 

The Letter of Credit is usually advised to the beneficiary through a correspondent 
bank of the issuing bank, although the issuing bank could send the Letter of Credit 
directly to the beneficiary This bank is called the nominated bank or the advising 
bank. Article 10 of the UCP defines a Nominated Bank as that which is "authorized 
to pay, to incur a deferred payment undertaking, to accept Draft(s) or to negotiate. In 
a freely negoaable Credit, any bank is a nommated bank." 

The advising bank can provide an advice of a Credit wlthout engagement on its part, 
but if it does, it is required under Article 7, of UCP 500 to "take reasonable care to 
check the apparent authenticity of the Credit it advises." 

Article 4 of the UCP states: "In Credit operations all parties concerned deal with 
documents and not with goods, services and/or other performances to which the 



documents may relate." Therefore, a Letter of Credit does not provide the applicant 
any assurances of the actual quantity or quality of goods as stated in the documents. 

Payment, acceptance of drafts, or negotiation depends solely upon the bank's ability 
to determine compliance with terms and conditions of the credit Compliance can 
only occur by examination of the documents as presented and comparing them to the 
terms and conditions of the credit. No examination of the goods represented therein 
is required. Hence the importance of the accuracy and consistency of all documents 
one to the other. Failure on the smallest point can void the credit. 

INCOTERMS 

Since Banks only consider the documents as presented by the exporter, there is no room for error 
in their preparation if the exporter expects to get paid as stated in the Letter of Credit. 
International Commercial Terminology is frequently interpreted differently by international 
traders in one country than in another 

The International Chamber of Commerce recogmzes ths  problem and has, since 1936, attempted 
to avoid or reduce these differences as much as possible by defining what is called for short, 
INCOTERMS. The most recent revision of these terms was published in 1990 ' The purpose of 
the revision was to recognize the new methods of transport in cross-border trade and to organize 
the ternnology according to freight payment practices and modes of transportation. The 
followng 1s an excerpt from INCOTERMS 1990. 

In connection with the revision work within the ICC Working Party, 
suggestions were made to present the trade terms in another manner for the 
purpose of easier reading and understanding. The terms have been grouped 
in four basically different categories. namely starting with the only term 
whereby the seller makes the goods available to the buyer at the seller's own 
premises (the "E"-term Ex works); followed by the second group whereby 
the seller is called upon to deliver the goods to a carrier appointed by the 
buyer (the "I?"-terms FCA, FAS and FOB); continuing with the "C"-terms 
where the seller has to contract for carriage, but without assuming the nsk of 
loss of or damage to the goods or additional costs due to events occurring 
after the goods or additional costs due to events occurring after shipment and 
dispatch (CFR, CIF, CPT and CIP), and, finally, the "D"-terms whereby the 
seller has to bear all costs and risks needed to bring the goods to the country 
of destination (DAF, DES, DEQ, DDU and DDP). A chart setting out this 
new classification is given hereafter. 

' TNCOTERMS 1990 and other publications of the International Chamber of Commerce are available fiom ICC 
Publishing S A ,  38, Cours Albert ler, 75008 Pans, France Telephone (33-1-) 49-53-29-23, Fax (33-I-) 49-53- 
29-02 



INCOTERMS 1990 

Group E 
Departure 

Group F 

Mam Carrlage 
Unpa~d 

Group C 

Mam Carrlage Paid 

Group D 

Arrival 

The above terms clearly defi 

EXW 

FCA 
FAS 
FOB 

CFR 
CIF 
CPT 
CIP 

DAF 
DES 
DEQ 
DDU 
DDP 

Free Carrler 
Free Along Side 
Free On Board 

Cost, Insurance and Freight 
Carrlage Paid To 
Carriage and Insurance Paid To 

Dellvered at Frontler 
Del~vered Ex Ship 
Dellvered Ex Quay 
Dellvered Duty Unpald 
Dellvered Duty Pald 

I I 

e the conventional payment responsibility of the seller under the 
respective terms. These conventions can be contractually changed, but for universal clarity that 
is not recommended. For even greater clarity, INCOTERMS were also grouped by mode of 
transport. This is illustrated in the following chart. 

Mode of Transport and the Appropriate INCOTERM 1990 

Any Mode of Transport 
includmg Multlmodal 

EXW Ex Works ( named place) 
FCA Free Carrier ( named place) 
CPT Carriage Paid To ( named place of destmatlon) 
CIP Carriage and Insurance Paid To ( named place of destmatlon) 
DAF Delivered at Frontier ( named place) 
DDU Dellver Duty Unpald ( .named place of destmatlon) 
DDP Deliver Duty Paid ( .named place of destinabon) 

- -- - 

Alr Transport 

Sea and Inland 
Waterway Transport 

FCA Free Carrier ( named place) 

Rail Transport 

FAS Free Along Side ( named port of shipment) 
FOB Free On Board ( named port of shipment) 
CFR Cost and Freight ( named port of destmation) 
CIF Cost, Insurance and Frelght ( named port of destmatlon) 
DES Deltver Ex Shlp ( named port of destmatlon) 
DEQ Deliver Ex Quay ( named port of destmatlon) 

FCA Free Camer ( named place) 
, 



Since banks only process documents under Letters of Credit, it is important that each document 
be consistent, one with the other. Adhering to INCOTERMS throughout greatly facilitates this 
task. Even more importantly, INCOTERMS makes clear to all parties to the transaction who is 
responsible to pay for certain freight costs, thereby avoiding disputes on the one hand and easing 
the pricing process on the other 

Types of Letters of Credit 

There are various types of Letters of Credit. They can be identified by certain characteristics that 
define the processing of documents under the Credit, financing opportunities, payments' 
processing, and the liabilities and responsibilities of the parties to the Credit. Common names of 
various types of Credits are presented below along with their distinguishmg characteristics. 

Sight vs. Time Letters of Credit 

To claim payment under a Letter of Credit, the beneficiary usually presents documents to the 
nominated bank along with a demand for payment called a draft. If the beneficiary is to be paid 
as soon as the draft is presented and honored, the Letter of Credit is called a szght Letter of 
Credzt, and the draft is called a sight draft. 

If the beneficiary is to be paid on some future date after the draft is presented and honored, the 
Letter of Credit is called a tzme Letter of Credzt, and the draft is called a time draft. 

The terms of payment for a draft is called the tenor or in some circles usance Tenor or usance is 
specified in one of the following ways: 

sight 
L L ~ ' '  days date (where "x" represents a number of days agreed under the sales 
agreement) 
"x" days sight 
"x" days bill of lading date 

If the beneficiary is to be paid "x" number of days after the date of the draft, the draft w l l  be 
drawn x days date, and the date will be specified by the Letter of Credzt. If the beneficiary is to 
be paid "x" number of days after the bank accepts the draft, the draft will be drawn x days sight 
If the beneficiary is to be paid "x" number of days after the bill of lading date, the draft will be 
drawn based on the "on board" date indicated on the bill of lading. 

Confirmed Letter of Credit 

A Letter of Credit becomes confzrmed when another bank, adds its promise to pay in the event 
that the issuing bank fails to pay as agreed, provided all terms and conditions are met. In this 
case, the confirming bank substitutes its creditworthiness for that of the issuing bank. When the 



confirming bank is resident outside the country of the issuing bank, the political and transfer risk 
of the issuing bank is assumed by the confirming bank, and not the beneficiary. 

It is common, therefore, for the beneficiary who wants to eliminate the country risk associated 
with the buyer and the issuing bank to request that the credit be confirmed by a bank in his own 
country. The beneficiary then need only concern himself with the risk of a bank in his own 
country, which preferably is his own bank of account. 

Irrevocable vs. Revocable 

A Letter of Credit that represents a bank's promise to pay against the presentation of documents 
that comply wth  the terms of the Letter of Credit, and which cannot be changed or canceled 
without the agreement of the buyer (applicant), seller (beneficiary), and banks party to the credit 
(issuing/confinng banks), is called an zrrevocable Letter of Credzt 

A Letter of Credit that can be changed or canceled without the agreement or knowledge of the 
seller (beneficiary) prior to payment, (or acceptance, negotiation, or issuance of a deferred 
payment commitment) against documents that comply with the terms of the Letter of Credit, is a 
revocable Letter of Credzt. Revocable Letters of Credit are uncommon due to the limited 
protection provided to the seller. The use of the term "Letter of Credit" in this course means 
"irrevocable Letter of Credit" 

Transferable Letter of Credit 

Transferable Letters of Credit are specially mentioned in Article 48 of the UCP. A Letter of 
Credit must state that it is "Transferable" to be transferred. A transferable Letter of Credit allows 
the "First Beneficiary" to "make the Credit available in whole or in part to one or more other 
Beneficiary (ies) (Second Beneficiary (ies)" Among other stipulations in the UCP, such Credits 
can "be transferred only on the terms and conditions specified in the original Credit, with the 
exception of: 

the amount of the Credit, 
any unit price stated therein, 
the expiry date, 
the last date for presentation of documents in accordance with Article 43, 
the period for shipment, 
Any or all of which may be reduced or curtailed " 

In addition, the insurance coverage may be adjusted to meet Credit requirements or those 
requlred under Articles of the UCP 



The benefit of transferability to the First Beneficiary lies in his ability to pass on the protection of 
the issuing bank to a Second Beneficiary without the advisinglnominated bank incurring credit 
risk of the First Beneficiary when making the transfer. Except for the changes to the original 
Credit mentioned above, the Second Beneficiary receives full benefit and must fulfill the terms 
and conditions of the Credit he receives as if the First Beneficiary's bank (the transferring bank) 
issued the Credit for his account. A schematic of this transfer is represented below. 



Transferable Letter of Credit Flow Chart 

edit 

Advice of Transfer (whole or partial) 

" I  9 "  - r ~Z&J&!, Advlce of Transfer ( only partial) I 

+Advlce of Transfer ( only part~al) 

Two types of transferable Letters of Credit arehll transfer andpartla1 transfer. 

Under a transferable Credit, unless specified in the Credit, only one transfer is allowed. That is, 
only the First Beneficiary can make transfers. However, if the Credit allows partial shpments, a 
transfer to multiple Second Beneficiaries is allowed Together these are considered only one 
transfer 

Documents flow from the Second Beneficiary (ies) directly to the transferring bank. There, the 
First Beneficiary submits his own invoices for the full amount of the Credit. The transferring 
bank then sends the documents to the issung bank requesting reimbursement. The Second 
Beneficiary is paid his portion and the First Beneficiary the excess over the amount paid the 
Second Beneficiary (ies). 

Assignment of Proceeds 

An Assignment of Proceeds is mentioned in Article 49 of the UCP It is not a variation of a 
Letter of Credit. It is a method, avsulable under applicable law for the beneficiary to make the 
proceeds Erom a Letter of Credit available to another party. A schematic of an assignment of 
proceeds appears below. 



Assignment of Proceeds Flow Chart 

Under an assignment of proceeds: 

The beneficiary requests assignment. 
The assignee is not a party to the Letter of Credit. 
The bank forwards the notice of the assignment to the assignee. 
The beneficiary presents the documents. If presentation conforms to the terms and 
conditions of the Letter of Credit, the assigned proceeds are paid to the assignee Any 
proceeds remaining are paid to the Beneficiary 
The issuing bank and account party is not involved in the assignment 

Back-to-Back Letter of Credit 

A back-to-back Letter of Credit is an arrangement whereby a bank issues a Letter of Credit on 
the assumption that the applicant will be able to perform as beneficiary under a separate Credit. 
In other words, under a back-to-back Letter of Credit, the beneficiary of a separate Letter of 
Credit uses it to znduce the issuance of a second Letter of Credzt. The advisinghominating bank 
usually does issuance of the second Letter of Credit, although that is not a requirement. A 
schematic of this arrangement appears below 



Back to Back Letter of Credit Flow Chart 

A back-to-back Letter of Credit is often requested when: 

A transferable Letter of Credit is not available, or will not serve the precise 
requirements of the transaction, especially where strict confidentiality is reqwred 

rn Assignment of the proceeds of a Letter of Credit is not acceptable. 

It is very important to note that the credit risk to the bank issuing the second credit depends on 
the creditworthiness of the Beneficiary of the Original Credit. There is no connection to the 
issuing bank of the Original Credit or the original account party. 

Back-to-back Letters of Credit must be carefully structured so that the proceeds of the Original 
Credit are available at or around the time the presentation under the Second Credit occurs. 

The Second Credit, the "Back-to-Back Credit" is usually structured so that the amount of the 
Letter of Credit is less than that of the first, invoices are easily substitutable, expiration, shipping, 
and presentation dates are sooner than those of the first credit, and all other terms are the same 

The main risk of the bank issuing the second Letter of Credit is non-performance of the 
beneJiciary of the Original Credzt. Should this occur, the bank may have to pay out under the 
second Credit to its beneficiary and not have the ability to receive proceeds under the Original 
Credit with which to reimburse itself. 



Red Clause Letter of Credit 

A red clause Letter of Credit contains a special provision that authorizes the confirming bank or 
any other nominated bank to make advances to the beneficiaryprior to document presentation. 

Red clause Letters of Credit are used as a method of providing the seller with pre-export 
Jinanczng. 

If the beneficiary fails to present conforming documents 

The nominated bank can demand repayment from the issuing bank. 
The issuing bank has recourse to the account party. 

Revolving Letter of Credit 

Under a revolving Letter of Credit, the terms and cond~tions of the Credit allow the amount to be 
renewed or reinstated without amendments. 

A revolving Letter of Credit can revolve wth  respect to tzme or value It may be cumulative or 
non-cumulative A revolving Letter of Credit is useful when. 

There are periodic shipments required under a contract 
Buyer and seller want to eliminate multiple Letters of Credit 
Buyer and seller want to minimize amendments 

A schematic of a revolving Credit may be shown as follows: 

Revolving Letter of Credit Flow Chart 



The example below, based upon the flow above, provides an example that illustrates the 
difference between a cumulative and non-cumulative credit. 

Consider that in the above scenario, a single revolving L/C is issued for, say 
German marks 100,000, (DEM 100,000), and expires in 12 months. The Credit specifies that it 
is non-cumulative and one shipment per month may be made not to exceed DEM 100,000. 
Except for those limitations, all other terms and conditions for shlpment is identical for each 
shipment. 

The beneficiary can ship up to DEM 1,200,000 of product. However, this is a non-cumulative 
Credit If he fails to meet the shipment deadline in month 3, he forfeits that portion of the LIC. 
In a cumulative revolving credit, he could ship the month 3 shipment anytime in the future up to 
the expiry of the credit 

Standby Letters of Credit 

Exporters are routinely requested to provide proof of their ability to perform In some large 
transactions this requirement may begin with a Bid Bond, and, should the contract be awarded, 
then include a Performance Bond 

Besides a cash deposit with the buyer or his agent, there are three ways that these "Bond" 
requirements are commonly fulfilled One is through insurance companies who issue these 
bonds. The second is through a bank guarantee. The third is through the issuance by a bank of a 
standby Letter of Credit. It is the latter that is addressed below. 

Definition 

A standby Letter of Credit is a bank commitment issued at the request of the account party 
(applicant) to pay the beneficiary upon the default or non-performance of the account party. 
Evidence of non-performance is defined in the Letter of Credit. It is usually in the form of a 
statement clearly specified in the Credit. A Bill of Exchange may or may not be required in the 
demand for payment As noted earlier, standby Letters of Credit are usually made available at 
the counters of the issuing bank, i.e., they are straight or non-negotzable. As with commercial 
Credits, the banks deal only in documents. The bank does not substantiate the beneficiary's 
claim, and under law is prohibited Erom determining default or non-performance on the part of 
the applicant. In commercial transactions they fblfill the purpose of bid, performance, advance 
payment, and warranty bonds. 

In financial transactions such as loans and investments, standby Letters of Credit are used for a 
wide range of credit enhancement purposes 

The use of standby Letters of Credit primarily grew out of the need for banks in the United States 
to support clients with guarantees when insurance compames, the normal source, became very 
expensive and US. branches of foreign banks began earning substantial fees by issung 



guarantees. Unfortunately, under U.S. banking laws, it is illegal for national banks to issue 
guarantees. U.S. banks, in response to the competition, identified standby L/C7s as a legal way 
to solve the problem. 

Standby Letters of Credit pose a different risk to the issuing bank than commercial LIC's. They 
are not "self liquidating" through the purchase and sale of goods. Nor do they provide access to 
collateral in the form of goods inherent in a trade transaction. They do pose performance risk. 
They pose no different risk to the beneficiary or the confirming bank than commercial Credits 
A sample standby Letter of Credit appears below 

International Operabons Division 
5 Second Avenue 
New York, New York 10000 
May 31,1997 
Chaucer Company 
200 Main Street 
New York, New York, 10002 

Gentlemen. 

We hereby authorize you to draw on us for the account of XYZ Company, 32 41st Street, Nem 
York, New York 10003, for a sum not exceeding USD $600,000.00 (Six hundred thousand U S. 
dollars) available by your drafts on us at sight accompanied by the following documents. 

Your signed statement reading. 
"The amount of this drawing USD $600,000.00 represents funds due us as XYZ Company has 
failed to perform in accordance with their obligations under contract Number: 769810 dated 
March 30,1997." 

This standby Letter of Credit expires at our counters on December 3 1, 1997. All drafts must be 
marked "Drawn under Main Street Bank New York, New York, Standby Letter of Credil 
Number 12345, Dated May 3 1,1997". 

This credit is subject to the Uniform Customs and Practice for Documentary Credits (1993 
Revision) International Chamber of Commerce Publication No. 500. 

We engage with you that drafts drawn under and in compliance with the terms of this credit m11 
be duly honored upon presentation. 

Very truly yours, 
Authorized Signature 
American Bank 



International Standby Practices 1997 

In the last two years there has been a serious effort on the part of the banking industry in the 
United States to establish a more thorough international convention on standby Letters of Credit. 
The result of this effort up to January 7, 1997 is presented by permission. As t h s  is a draft 
document, it is intended for guidance and not deemed to be comparable to the ICC Publication 
500, despite its similar format. 

It does accurately reflect current practices in the United States as regards standby Letters of 
Credit and their various types up to the date of ~ t s  completion. For the reader unfamiliar with 
standby Letters of Credit it is a very useful tool. 



Section VI 

Bankers' Acceptances 



Bankers' Acceptances 

A Bankers' Acceptance, (or BA), is a usance bill of exchange (time draft) drawn on the drawee 
bank by the drawer. The drawee bank is named in the Credit. It may be the 
advising/nominated/confirming bank, or it may be the issuing bank. It is usually the exporter's 
bank, or at least a bank in the country of the exporter Whoever the drawee bank is, it is that 
bank that "accepts." the liability to pay the bill of exchange at maturity. A time draft is 
considered "accepted" when an authorized bank employee physically stamps or wrltes the word 
"accepted" on the face of the bill of exchange, indicates the maturity date of the item, and signs 
the acceptance. Once ths  is done, the accepting bank assumes the obligation to make payment 
of the draft at maturity. 

Credit and Money Markets 

By accepting the draft, a bank adds its creditworthiness to the instrument and is therefore entitled 
to and collects a commission Provided the cred~tworthiness of the accepting bank is acceptable 
in the marketplace, the draft becomes readily marketable instrument in the secondary market 
The secondary market usually consists of private investors, non-bank financial institutions, other 
banks, and, as a last resort, the central bank In the USA, as noted below, that is the Federal 
Reserve Bank. 

The availability of the secondary market determines the relative ability of banks to obtain cash 
for these liabilities, or, in other words, their ability to liquidate their holdings and use the 
proceeds for other, more lucrative investments. 

Acceptance Financing 

The first owner of the banker's acceptance is the drawer. He can elther hold it to maturity, or 
offer it for sale to the accepting bank or any other investor in the secondary market at a discount 
The discount to the drawer is usually composed of the sum of the acceptance commission plus 
the market discount rate. Proceeds of the sale are credited to the seller of the acceptance At 
maturity, the acceptance is presented for payment to the accepting bank who pays the face 
amount of the acceptance to the presenter (investor) of the instrument. Such acceptances can 
originate under Letters of Credit, documentary collections, or refinancing transactions. The 
discount rate in the secondary market is in a continuous state of change. 

Exporters providing terms to importers are able to receive the discounted amount of the bankers' 
acceptance in cash before its maturity date provided they are able to find a buyer. Importers, 
who pay exporters on sight terms, can refinance these purchases until the goods are sold also 
through the use of bankers' acceptances 
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In the United States, The Federal Reserve Bank requires that for a BA to be eligible for purchase 
by the Federal Reserve Bank the instrument must represent one of the following types of 
transactions. These are typical transactions world wide for bankers' acceptances as well. 

Import or export of goods involving United States trade. In the U.S, this is the most 
common usage of acceptance financing. Bankers' acceptance financing can be used for 
pre-shipment and post-shipment financing. It is also the most familiar pattern of use in 
other parts of the world. 
Domestic storage of readily marketable commodities 
Refinancing of third country trade. In thls case, bankers' acceptances finance shipment of 
goods between countries outside the United States 

In addition, the Federal Reserve generally requres that the tenor (maturity) of the banker's 
acceptance not exceed six months. In every case however, the maturity date must coincide with 
the borrower's anticipated receipt of sale proceeds. 

Acceptances created under usance Letters of Credit are usually accepted and settled through the 
bank where the credit is made available When a Letter of Credit calls for payment to be made to 
the beneficiary a specified number of days after presentation of documentation, the Letter of 
Credit usually requires that a usance draft be presented for acceptance by the paying bank. The 
accepting bank holds the accepted and discounted acceptance in safekeeping However, if the 
acceptance is re-discounted in the secondary market, it may be delivered to the new owners, the 
investors. These investors return the acceptance to the drawee bank for payment at maturity. 

In some cases, the buyer is so interested in getting the seller's product, he w11 agree to pay 
discount charges normally assumed by the seller. This is specifically mentioned in Letters of 
Credit If the buyer agrees to absorb the discount charge, the buyer pays for the draft plus 
discount and commission charges The seller is paid the full face value of the bill of exchange 
upon presentation of documents in conformity with the Letter of Credit. Otherwise, these 
charges accrue to the seller (beneficiary), who only receives the discounted proceeds of the 
accepted bill of exchange. A typical banker' acceptance is shown below. 



Bankers' Acceptance 

Accepted by 
Czech 

Date 

At 60 days slght 

I ******~nit&tates Doll& One Mill~on and no110d cents***** 
Drawdunder ~hemldal Bank NY Lettgr of credit 12356 

I 
Drawee/Acceptor / DrawerJPayee 

Tenor 
I 

Date of Draft 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



Section VII 

Pre-shipment Export Financing 



Time Line of Trade Transactions 

The time frame of every trade transaction is similar to any conversion cycle Schematic flows 
below illustrate this fact. First there is a marketing phase prior to the sale of goods or services 
Inventory may or may not be purchased during this phase. The time period in this phase can be 
days, months, or even years. 

Second, after the sale is made, but before shipment, the pre-shipment phase occurs It is during 
this period that the product or service is manufactured or prepared for shpment The product or 
service being sold determines the time penod in this phase. It is product specific. 

Thrd, after shpment occurs, the post-shipment phase begins Ths  may or may not involve 
transfer of title to the goods Th~s  phase is product specific It is also dependent upon the 
competition For purposes of this presentation, this phase is determined to end when the seller 
receives final payment. 

In every phase someone is providing financing. The importance of dividing trade transactions 
into these three phases lies in the ability to identify risks associated with each If no bank is 
involved, the seller finances the entire transaction. Financial intermediaries, banks or others, can 
finance any or all of these stages of a trade transaction. 

In any case, the buyer and seller must know how the transaction will be financed and how it will 
affect their cash position. Whoever provides financing needs to know precisely the same 
information in order to assess the process and probability of repayment 

From another point of view, that of the method of payment agreed between buyer and seller, it is 
important to examine the financing opportunities that flow naturally from the method of payment. 
The case studies in pre-and post-shipment financing below examine these opportumties. 

Schematic of the International Trade Transaction 
Financing Opportunities 

Working Capital 

Contract Date S hipmen+Date 

Marketing Phase Pre-shpment Phase Post-shipment Phase 

Overhead 
Travel & Entertainment 

Inventory Purchases 
Direct Salaries 

I Domestic Supplier Risk 

Carrying Costs 
Shipping Costs - 

Foreign Buyer k s k  
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Al-Ashkar Plastic Works 

Business Overview 

Annual Sales. 
Total Assets: 
Type of Business 
Established 
Legal Structure 

JD 2,712,000 
1,129,750 

Manufacturer of Molded Plastic Utensils 
1987 
Family Owned 

Background Information 

Al-Ashkar plastic works has been in business for ten years Historically they have manufactured 
plastic buckets, re-usable drinking cups for cold and hot beverages, plastic plates, kitchen 
utensils and disposable plastic h v e s ,  forks, and spoons This line represents 80% of gross sales 
revenue. Recently they have acqmred equipment to manufacture molded plastic chairs and 
tables This represents the remainder of gross sales revenue 

The client list includes a number of strong companies. Therefore only a small reserve for bad 
debts of JD 4,000 is mamtained. As a matter of policy, bad debts are charged off agamst 
earnings on an annual basis. Three customers accounted for 60% of sales in 1996, up fiom 53% 
in 1995. 

In November 1993, the company moved out of its original facilities in Wahdat and into new 
manufacturing facilities in Sahab Industrial City in order to expands operations. The old facility 
is vacant, except for some use as a storage facility Electricity, water, insurance, and other 
maintenance costs are expected to be around JD 25,000 annually Management has resisted 
leasing the building because lessees require long term leases and the Company is interested in 
selling it as soon as possible. There has been some passing discussion by the young 
secretaryhreasurer, Fuoad Mansour, who has an MBA in marketing from Philadelphia 
University, concerning converting the old facility into a show room and a wholesale and small 
retail outlet. 

Recent sales growth has been strong. Statistics indicate sales trends should continue strong at 
least for the next two or three years due to the growth in new households. The sales growth of 
the new line of molded chairs and tables is even higher than that of other products. 

Mr. Mansour is directly responsible for the situation now facing the Company. There is a written 
request fiom Iraq for delivery of JD 500,000 of plastic chairs and tables. The buyer indicates he 
is able to provide a Letter of Credit if the transaction goes forward. The problem is that the 
Company needs money for the raw materials, resins and polymers, necessary to manufacture 
these products. They want to meet wth  your bank to present their proposal 
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It is possible to manufacture JD 100,000 worth of chairs and tables per month. Shipment to Iraq 
will be by truck. Shipment terms are still to be decided. Gross profit margin on domestic sales 
of these products is 30%. 

Management of the Company 

Hosarn Al-Ashkar, age 56, is President. He has spent his entire career in the plastics 
manufacturing business, mostly as a production supervisor for large companies. Along with his 
brother, Farid Al-Ashkar, he owns 78% of the Company 

Farid Al-Ashkar, age 53, is Vice President. He is very experienced in sales and helped rase a 
significant portion of the Al-Ashkar family's financial stake in the business, through his highly 
respected status as a buyer for a retail household utensil distributor 

Fuoad Mansour, age 25, is SecretaqdTreasurer. A relative of the Al-Ashkars , he has an MBA 
from the Philadelphia University and is working on his CPA certification His contacts include 
potential investors in the Company. 

Banking Relationship 

The Company has been with your bank since 1993, when their previous banker refused to grant 
short-term funds to assist in the move fiom Wahdat to the Sahab Industrial City facility. The 
Company has a mid-five figure deposit relationship wth your bank. It is profitable and properly 
managed. They use very few fee-based services and the bank management has targeted the 
company as a likely prospect for a number of these services in the future. 

The Company has financed most of its growth by regularly resetting its term loans at the bank. 
These obligations generally have been rewritten on 8- to 10-year terms, secured by first liens on 
fixed assets with a secondary collateral position on receivables and inventory. The Company 
also has a JD 100,000 short-term line of credit secured by short-term assets. This is supposed to 
be paid off for a period of at least 30 days during each year. This requirement has not been met 
in 1997. 

You must decide: 

Whether or not your bank is wlling to finance the production of these tables and chairs 

To do so you need to examine the following 

The timeline of the transaction fiom contracts signing to time of payment. Consider whether or 
not you would do the transaction wth  no additional collateral. Estimate the financing costs to 
the Company and income to the bank Decide how you would use a JLGC pre-shipment 
guarantee to facilitate this transaction. The costs associated with the method of financing used. 
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NAME : Al-Ashkar Plastic Works 

LOCATION: Amman, Jordan 

BUSINESS. MFGR of Household Plastic Items 

Currency Unit: Thousands of Jordan~an D~nars  

YEAR ENDED DECEMBER 31, 

BALANCE SHEETS 

ASSETS 

Cash 

Short-term Investments 

Receivables 

Prepayments 

Inventory 

Taxatlon 

CURRENT ASSETS 

Land, Bulldings & Equipment 

(Accumulated Depreclatlon) 

FIXED ASSETS 

Investments 

Sundry Recewables 

Intangibles 

TOTAL ASSETS 

LIABILITIES 

Bank Overdraft/Short-term Loan 

Accounts Payable 

Accrued Expenses 

Taxatlon 
Dividends 

Current Portlon of Long-term Debt 

Sundry Current Liabllitles 

CURRENT LIABILITIES 

LONG TERM DEBT 

Shareholders Loans 

Deferred Taxes 

TOTAL LIABILITIES 

Stated Cap~taI 

Income Surplus 
Capltal Surplus 

NET WORTH 

TOTAL LIABILITIES AND EQUITY 

CONTINGENT LIABILITIES 
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NAME : Al-Ashkar Plast~c Works 

LOCATION: Amman, Jordan 

BUSINESS: MFGR. of Household Plast~c Items 

Currency Un~t: Thousands of Jordan~an D~nars 

PROFIT AND LOSS ACCOUNTS 

YEAR ENDED DECEMBER 31, 

SALES VOLUME 

NET SALES 

Less Cost of Sales 

Deprec~ation 

GROSS PROFIT 

Selhng, General & Admm Expenses 366 75 429 50 428 00 461 00 

NET OPERATING PROFIT 79 25 90 25 11025 165 75 

Other Income/@educt~ons) 

Interest Expenses 

Other Expenses 

Other Income 

PROFIT BEFORE TAX & UNUSUAL ITEMS 23 75 41 50 6250 109 25 

Prov~sion for Income Tax 6 50 8 25 17 75 28 00 

NET PROFIT BEFORE UNUSUAL ITEMS 17 25 33 25 4475 81 25 

Unusual Cred~ts and Charges 0 00 0 00 0 00 0 00 

Profit/(Loss) on Sale of F~xed Assets (050) 000 (1 00) 0 00 

Profit/(Loss) on Sale of Investments 0 00 0 00 0 00 0 00 

NET PROFIT AFTER UNUSUAL ITEMS 16 75 33 25 43 75 81 25 

Cash D~vidends - Ord~nary Shares 3 00 3 50 4 00 6 50 

RETAINED EARNINGS FOR PERIOD 13 75 29 75 39 75 74 75 

Credits and Charges to Net Worth 

Proceeds from Shares sold 
(Purchase) of Own Shares 

INCREASE IN NET WORTH 
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Al-Ashkar Plastlc Works 

CASHFLOW STATEMENTS 

YEAR ENDED DECEMBER 31, 

Net Profiff(Loss) after unusual items 

Add 

Tax Provis~on 

Deprec~ation 

Amort~zat~on 

Loss/(Profit) on Sale of Fixed Assets 

TOTAL SOURCES 

(1ncrease)Rlecrease In 

Net Working Investment 

Investments 

Other Assets 

Increase/(Decrease) In 

Other Liabilit~es 

Tax (Pa~d) 

CPLTD 

TOTAL USES 

Excessl(Deficit) 

Net Plant Expend~tures 

NET CASHFLOW BEFORE FINANCING 

FINANCING 

Increase/(Decrease) In 

Short-term debt 

Long-term debt 

Equity 
Shareholders Loans 

Div~dends (Paid) 

TOTAL FINANCING 

NET CASHFLOW 

Cash changes 
Endmg Cash 

Beg~nn~ng Cash 

Change In Cash 
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AEAshkar Plastic Works 

Al-Ashkar Plastic Works 
Breakdown of Operating Expenses 
December 31, 1993 1994 1995 1996 

Sellmg Expenses 

Sales, Salaries, Comrnisslons, Frmge Benefits 52 75 36 75 50 50 55 55 
Travel & Entertainment 11 75 15 00 12 00 13 20 
Automobiles 4 75 4 50 5 75 6 33 
Telephone 2 00 2 50 2 75 3 03 
Miscellaneous 7 75 15 50 9 25 10 18 

Total Selling Expenses 79 00 74 25 80 25 88 28 

General & Administrative Expenses 

Management Salanes 
Office Salaries 
Frmge Benefits 
Insurance 
Professional Fees 
Telephone 
Automob~les 
Bad Debt Expenses 
Miscellaneous 

Total General & Admin. Expenses 
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Key Financial Analysis Numbers and Ratios 
Al-Ashkar Plastic Works 

Year Ended December 31, 

Current Assets 

Current Ltablllhes 

WORKING CAPITAL 

NET WORKING INVESTMENT (NWI) 

Long Term Debt 
Net Worth - Less Intangtbles 

RATIOS 

Current Ratlo 

Qulck Ratlo 
Ratlo - C A to Total Llabtht~es 

Ratlo - Total L~abll~tles to Tanglble NW 

Rat10 - NWI to Sales 

% Sales volume Increase over prevlous Yr 

%Net Sales Increase over prevtous Yr 

% to Net Sales 
of Gross Profit 

of Selhng, General & Admln Expenses 

of Net Profit before unusual Items 

Cost of Goods Sold 
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Section VIII 

JLGC Pre-shipment Guarantee Program 

VIII 



Pre-shipment Loan Guarantee2 

In February 1997, the Jordan Loan Guarantee Corporation launched one part of the Export Credit 
Guarantee Program, the Pre-shipment Loan Guarantee. This product is intended to facilitate the 
expansion of Jordanian exports by encouraging banks to lend to micro- and small businesses that 
have export opportunities, but insufficient funds to buy or produce goods, or provide services for 
export A micro-enterprise is a productive Jordanian individual or business whose principal 
place of business and permanent residence is in Jordan with five or less full time employees, with 
total assets (excluding land, buildings, and equipment) not exceeding the JD equivalent of 
US$100,000 A small business is a productive Jordanian individual or business whose principal 
place of business and permanent residence is in Jordan wth fifty or less full time employees, 
with total assets (excluding land, buildings, and eqwpment) not exceeding the JD equivalent of 
US$250,000. These businesses must be 100% privately owned 

Features of the Pre-shipment Loan Guarantee 

The Pre-shipment Loan Guarantee provides an indemnification to a lender of up to 75% of the 
unpaid outstanding loan balance on a single guaranteed loan up to a maximum of JD 100,000 It 
also covers up to 75% of the unpaid accrued interest outstanding up to 180 days. The price of the 
guarantee is 1.5% per annum of the amount of the loan principal guaranteed. 

The loan maturity, and hence the guarantee should normally be for no more than one year 
Exceptions are possible to extend the maturity to more than one year. In addition, it is possible 
for a single borrower to have aggregate guaranteed loans outstanding of up to JD 250,000, but 
the guarantee amount cannot exceed JD 75,000. 

The loan must meet the lending bank's general credit criteria for such loans and carry the bank's 
then applicable interest rate. 

Benefits to the Bank 

Incremental export sales often put pressure on a company's working capital reqwrements just 
when lines are fully extended and all available collateral pledged. The JLGC pre-shipment 
guarantee is intended to make up for this shortfall, reduce the risk to the lender, and allow the 
transaction to go forward Properly implemented, the JLGC program can not only increase a 
lender's ability to serve a growing export customer, but also increase h s  ability to extend the 
aggregate size of the loan portfolio of export loan transactions These transactions typically add 
incremental fee income and opportunities for exchange profits as well 

Other advantages accrue where export transactions are financed. Access to the Central Bank 
rediscount program is one of these. Under current regulations, export orders evidenced by export 

A copy of the Pre-shipment Loan Guarantee Agreement and the Forms referred to m Sechon VIII are at the end of 
the Sectlon for reference They are m Arablc 



Letters of Credit allow the bank to fund up to 75% of the face amount of the credit at 1% below 
the current discount rate, say 8.25%, and then on-lend the funds at a 2.5% spread or 9.75%. Two 
other advantages that must be included in the pricing of these loans are the exclusion of JLGC 
guaranteed loans fiom the statutory 2% bad debt reserve requirement and the reduction of the 
applicable risk-based-capital to asset allocation from 100% to 20%. 

Borrowing in Foreign Currency 

The JLGC guarantee does not cover loans in foreign currencies Therefore, any foreign exchange 
risk is the responsibility of the borrower should be managed through normal market mechanisms. 
In this regard, it is important that lenders give borrowers correct advice in matters of foreign 
exchange. The objective of this advice should be to provide methods that elimnate foreign 
exchange risk for the exporter. The exporter is exposed to foreign exchange risk by either 
borrowing in foreign currency or invoicing in foreign currency 

All borrowers seek to minimlze their interest expenses. It may happen that borrowing in foreign 
currency appears to be cheaper than In local currency For example, borrowng in Dinar may be 
at a rate of 15% per annum, while borrowing the same amount for the same period of time in US 
dollars may be at a rate of 10% per annum. Nominally the advantage to borrowing in USD 
appears to be 5% 

However, borrowers of US dollars must calculate the cost of exchanging Dinars into USD to 
repay the loan. Mathematically, exchange rate calculations are based upon the relative interest 
rate differences between currencies, the "interest rate dlfferential " In terms of the difference in 
borrowing cost between Dinars and USDs, and assuming no other circumstances affect the rate 
of exchange, the apparent 5% advantage of borrowing in USD is precisely the cost of exchanging 
Dinars into US dollars in order to repay the loan. If the dlfferential increases, the cost increases. 
If the differential decreases, the cost decreases. Hence the apparent gain simply d~sappears when 
the loan is paid 

The markets, unfortunately, are never that predictable. In addition to the interest rate differential, 
the rate of exchange is also influenced by the spot rate between currencies, which is affected by a 
complex interplay of economic, social, and financial interactions. It is possible then that while 
the cost of borrowing in Dinars or USD equalize in terms of the interest rate, other events could 
make the exchange substantially more costly. 

In short, the prudent borrower of foreign currency, or the exporter who receives foreign currency 
payments, should "hedge" his position in the foreign currency market in order to fix the cost of 
exchange. For the borrower, entering an agreement wth a bank to purchase the foreign currency 
that he expects to need at a predetermined forward date m11 fix his cost For an exporter who 
receives payment in foreign currency, he should sell the foreign currency he expects to receive, 
but wants to exchange into Dinars at a predetermined forward date. What and I t h s  case he will 
know precisely how many Dinar he will receive his gross profit will be. In the language of 



trading, each of these agreements is called a "forward outright" transaction. And example for an 
exporter appears below. 

Managing Foreign Exchange Risk Arising from Export Sales 

Sales contracts between buyers and sellers should specify the particular currency in which 
payment is to be made. If a currency other than that of their own country of residence is to be the 
means of payment (foreign currency), exporters and importers need to understand the impact of 
currency fluctuations on the transaction in terms of their local currency The bearer of the risk 
can then accept the risk or take action to protect against it 

As noted above, rates of exchange between local and foreign currencies fluctuate due to a 
complex combination of economic, political, and financial events. Trade transactions 
denominated in foreign currencies may gain or lose money through movements in rates of 
exchange that occur from the time of shipment of goods to the time of payment for them. This 
exchange risk can be avoided if the risk bearer purchases forward forezp exchange contract 

A forward foreign exchange contract is a contract wherein the parties agree to deliver a certam 
amount of one currency for a certain amount of another at a certain date in the future.(Also called 
a fonvard outright contract.) This agreement of one party to sell a certain currency, and the 
agreement of the other party to buy that currency for a different currency, fixes a "rate of 
exchange" between the currencies at the time the contract is executed. Forward foreign exchange 
contracts are not usually agreed between buyer and seller, but rather through third party financial 
intermediaries. Most frequently these are banks. 

Example: An exporter agrees to sell yen forward 

An exporter in the Jordan who is to receive one million Japanese yen three months from now can 
immediately enter a forward foreign exchange contract with a bank to fix the amount of Dinars 
he will get from selling the yen he wl l  receive With the contract in place, if the value of the yen 
falls in terms of Dinars before the transaction takes place, a loss would be avoided. On the other 
hand, if the yen appreciates in value, no gain will accrue to the exporter. Under the terms of the 
contract, the foreign exchange risk is assumed by the bank, which takes the gain or loss. 

The most important point is that the exporter can fix how much he will receive in his own 
currency so that his profit on the transachon is assured. 

Occasionally, delivery of currency on the due date of the fonvard foreign exchange contract may 
not match payment by the foreign buyer. This could occur for a number of reasons including 
delays in manufacturing and shipping, alteration in payment terms, and alteration to the 
underlying commercial transaction. In such cases, the bank may allow the customer to close out 
the old contract and enter into a new one at a rate determmed at that time. In this close out 
procedure, the bank arranges settlement of the old contract (i.e., takes its gain or loss on the 
contract) and creates a new contract The counterpart does not, at this time, have to deliver the 



principal amount of the contract, which, due to circumstances of the trade transaction, he does 
not yet possess. The forward rate could, however, change, and thereby affect the profit 
associated with the trade transaction. 

By mutual agreement, a forward foreign exchange contract may be canceled (closed out) at any 
time However, at the due date, the bank has sole discretion over whether or not it wl l  create a 
new contract. If the bank refuses to renew (rollover) the contract, the bank's client must provide 
the principal amount of the exchange agreed. If he has to purchase the currency, say one million 
yen, at the current and higher spot rate, substantial costs could occur Thls provision is 
particularly pertinent when the underlying commercial arrangements have been terminated and 
there are no other transactions to which deliveries of the contracted currency could be applied. 
For this reason serious consideration must be given to the decision to enter a forward foreign 
exchange contract. 

The Pre-shipment Loan Guarantee Application Process 

The application process for the pre-shipment loan guarantee is a two step process Assuming the 
applicant has reviewed the transaction, the management, and the financial condition of the 
borrower, these steps are straightforward and simple 

JLGC Form 201: Inquiry Application Form 

JLGC Form 201 is in letter form. It is a request from the potential lender to JLGC requesting 
any experience that the JLGC may have had with the potential borrower. Accompanying this 
request, the potential lender includes basic financial data on the potential borrower, the 
transaction contemplated, and, if possible, three year's financial statements on the potentla1 
borrower. 

The JLGC response to this inquiry ~111  normally, without formal commitment, indicate whether 
or not it has any objection to the proposed loan. If the form is complete, this process can be 
accomplished in 24 to 48 hours from receipt of the form 20 1. 

JLGC Form 202: Summary of the Loan Granted by the Bank Form 

JLGC form 202 is also in letter form. It is a statement by the lender that they have indeed 
granted a loan, that it conforms to the Guarantee Agreement between the bank and JLGC It 
includes the details of that loan and a request that JLGC issue its formal letter of commitment. 
Assuming no major changes in what was submitted on the form 201 from that on form 202, the 
commitment letter, or letter of denial, can be sent within 24 hours of receipt by the JLGC. 
Should the forms 201 and 202 differ, then the applicant will be contacted for clarification 

JLGC Maintenance Forms 



There are two maintenance forms required under the Guarantee Agreement with the JLGC to 
keep guarantees in force. The first is Form 203. This is a quarterly report and is a summary 
report of loans granted by the bank, the number and Dinar amount of loans rejected, repaid, and 
in the pipeline for processing in the coming quarter. The second is Form 204. This is a monthly 
report that summarizes guaranteed loans due and unpaid. It includes a status report on the 
reasons for non-payment and collection actions taken. Ths  report is very important since it is 
the first official notification by the guaranteed bank to the JLGC that certain guaranteed loans are 
delinquent 

Claims Procedures 

Claims procedures begin at the time of loan inception. This means that the diligent bank 
anticipates the documentation required making a valid claim. Ths  is no different than in any 
bank credit where the bank's claim must be proved to enforce its legal claim against the debtor 
Precisely what information and documents are required can be discovered in JLGC Form 205, 
Claim to the Amount of the Loan, and 2051% Claim to the Amount of the Guarantee Most of the 
information should have been collected at the time the loan was granted and before funds were 
disbursed. 

A claim against the Guarantee of JLGC cannot be made until180 consecutive days has lapsed 
since the last payment was made. In the interim, actions the bank has taken to collect the 
amounts due must be documented 

Claim Payment 

JLGC procedures require that the Indemnification Committee review all claims documentation 
The Committee can approve or reject a claim up to JD 20,000 The Board of Directors must 
review all those above JD 20,000 Claim payment or rejection occurs wthin three months after 
the claim has been submitted. 

Distribution of guarantee proceeds is to be made into a "Security Against Credit Facilities" 
account. According to the Guarantee Agreement- This amount cannot be used to offset any 
portion of the corresponding "Loan in Default" except after exhaustion of all collection efforts, 
judicial or othenvlse, against the borrower and third party guarantors. Meanwhle the funds on 
deposit in the guaranteed lending institution become a source of funds until the claims process 
and/or liqudabon are finalized to the satisfaction of the bank and the JLGC. 



Section IX 

Post-shipment Export Financing 



Post-shipment Export Financing 

Financing goods after shipment occurs to a destination outs~de the legal and political control of 
the seller and the lender, both of who depend on payment of the goods, presents special risks. 
The methods of payment discussed in Section I11 are designed to meet the degree of risk post- 
shipment financing presents. Cash in advance eliminates th s  risk, and confirmed Letters of 
Credit provide substantially more protection than documentary collections, but they may not be 
competitive. The nsks facing the exporter and financing party include 

Foreign exchange risk, if the sale is in foreign currency 
Risk of physical loss due to disaster or war 
Risk of non-acceptance of goods at destination 
h s k  of delayed payment, i e., protracted default 
Risk of non-payment 

Foreign exchange risk can be managed as noted In Section VIII above Risk of phys~cal loss can 
be insured in the casualty insurance market The final three risks arise because of commercial 
and/or political events that affect the buyer. 

Commercial Risks 

Commercial risks are all those circumstances that might prevent a private or corporate party to a 
contract from fulfilling the terms of that contract due to its own act or failure to act Cornrnerclal 
risks can be grouped into five major categories: 

Credit risk 
Foreign exchange nsk 
Market risk 
Performance rlsk 
Settlement risk 

Political Risk 

Political risks include events under the control of, or actions taken by, governmental authorities 
of the country of the buyer or seller. They include acts of war, civil disobedience, riot, and 
revolution. They may include statutory or de facto restrictions affecting the flow of goods, 
services, and payments. They include any government act that might inhibit the payment of 
funds in or out of the country irrespective of the ability of any individual or corporate resident of 
that country to meet contractual payment obligations. This is sometimes called transfer risk. 

Protecting agamst political risks is usually accomplished by transferring the risk to another party 
Sellers commonly accomplish this by requiring that buyers open Letters of Credit, which include 
a condition that a bank in the seller's country confirms the Letter of Credit. 

IX- 1 



Only an export credit guarantee or export credit insurance pollcy can mitigate these last three 
risks for both the exporter and the bank. In thls regard it is common to separate commercial and 
political risk coverage. 

The JLGC Post-shipment Export Credlt Guarantee provides commercial risk coverage. The 
following case study is ~llustrative, but first a summary of JLGC Export Credit Guarantee 
features and benefits is appropriate. 



1 Section X 
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JLGC Post-shipment Guarantee Program 



JLGC Post-shipment Guarantee Program 

- 
In January 1997, the Jordan Loan Guarantee Corporation launched its Post-shipment Export 

- Credit Guarantee Program. Like the Pre-shipment Export Credit Guarantee, this product is 
intended to facilitate the expansion of Jordanian exports by encouraging banks to lend to 
businesses that have export opportunities. 

. - Its purpose is also to provide the exporter the opportun~ty to extend competitive trade terms to 
his clients m existing and new markets The JLGC Export Credit Guarantee is not limited to 
only micro-enterprise and small businesses. All eligible exporters may apply for cover, the 

- benefits of which can accrue to the exporter or be assigned to a lender. The post-shipment 
guarantee only covers the risk of non-payment by the foreign buyer because of comercial risks - 

- Features of the Post-shipment Loan Guarantee 

- The Post-shlpment Loan Guarantee is a "whole turnover" arrangement. That is, the guarantee 
covers all elig~ble export receivables. It provides an indemnification agamst non-payment to the 
guaranteed party of up to 85% of the net invoice value of each shpment and up to a maximum of 
the equivalent of US Dollars 4,000,000 per buyer It also covers refusal of the buyer to accept 
the goods. The price of the guarantee is 1.5% per annum of the amount of the net invoice value 
guaranteed. 

The guarantee expiry date should match trade terms. This can be for no more than 180 days. 

Benefits to the Exporter and the Bank 

In order to meet domestic competition, as well as competition from other foreign suppliers, 
exporters are often requlred to provide extended payment terms to meet that competition. 
Extending terms of payment may also be required to access new and expand existing markets. 

Extending these terms however leaves the seller exposed to all the commercial risks noted above 
In addition, the banks who normally provide short-term credit against receivables, typically 
exclude export receivables on the basis of risk 

The JLGC Export Credit Guarantee substantially reduces the risk of non-payment to the exporter 
(to 15% of invoice value) and thereby allows him to extend competitive terms in new and 
existing markets. If the benefits of the Guarantee are then assigned to a lender, that lender's risk 
is also reduced Therefore, properly implemented, the JLGC Export Credit Guarantee should 
provide incentive to lenders to extend loans against a spec~fic level of export receivables. 

Advantages that accrue to banks for loans guaranteed under the JLGC Pre-shipment Loan 
Guarantee Program also accrue to those guaranteed by the JLGC for export transactions. Access 
to the Central Bank rediscount program is even more beneficial to the bank Under current 



regulations, export orders evidenced by promissory notes and trade acceptances allow the bank to 
fund up to 90% of the face amount of export credit. As with other JLGC guaranteed loans, the 
rediscount rate is at 1% below the current discount rate, with on lending at a 2.5% spread. 

Two other advantages that must be included in the pricing of these loans are the exclusion of 
JLGC guaranteed loans fiom the statutory 2% bad debt reserve requirement and the reduction of 
the applicable risk-based-capital to asset allocation from 100% to 20%. 

The Post-shipment Export Credit Guarantee Application Process 

The exporter must complete the post-shipment export credit guarantee application process. 
Annex 1 (copy attached in this Section) to the Guarantee Agreement reports on the exporter's 
business and his relevant experience wth foreign buyers including current and expected sales, 
receivables analysis, bad debt history, and countries of risk by buyer 

Annex 2 is the JLGC list of credit limits for each approved buyer together wth  any special 
conditions that apply to transactions with that buyer. Should exports to buyers not previously 
approved in Annex 1 occur, there is a form called "Declaration of Executed Shipments to 
Unapproved Buyers" that must be submitted immediately after shipment. 

Based upon the above, risk premiums are assessed by JLGC and advised to the exporter on a 
form similar to Annex 3. Actual premiums are remitted with the exporter's "Monthly Turnover 
Declaration," shown in Annex 4. 

Claims Procedures 

Annex 5 called a "Declaration of Risk" is used to report non-payment of export receivables. This 
report is due within 30 days of default. Indemnification of claims occurs "One month fiom the 
date of registration of the exporter's debt on the list of verification of debts in case of the buyer's 
bankruptcy or six months after receipt by the Company (JLGC) of the request for intervention, 
(Article 16-5 of the Guarantee Agreement), whichever date comes first." 

The date of "receipt by the Company (JLGC) of the request for intervention" is found on Annex 5 

Claim Payment 
Barring bankruptcy, the Guarantee Agreement notes that indemnification shall occur six months 
from the date of the Company receiving request for intervention in case of the buyer's failure to 
pay, or from the date of his refusal to receive the goods, or two months from the date the goods 
are resold, whichever date comes first. 

Once again, it is critical that the documentation evidencing the transaction be complete. This 
will include evldence of debt, any legal documentation evidencing action taken against the buyer 
in his country, evidence of shipment, title documents, or other documentation peculiar to the 
nature of the transaction. 







( I )  8 3 U !  

5 J . b  













(A) bLdl 

,.I 









Benefits 

+ Increment to or substitute for collateral 
support for exporters 

+ Access to competitor clients through 
specialization in export lending 

+ Increment to the incentive to access the 
Central Bank's rediscount program 

+ Repayment of 75% of defaulted principal 
and up to 180 days of related unpaid interest 



Pricing 

+ 1.5% per annum of the guaranteed loan 
outstanding 

+ Payable for each quarter or for any part 
thereof, in arrears 



Future Product Variations and 
Linkages 

+ Increased bank liquidity through linkage of 
JLGC guaranteed bank loans funded 
through the Central Bank rediscount 
program 

+ Competitive pricing through reduced 
funding cost expands export sector 



Unqualified Loans 

+ Loans granted to trading companies whose 
sales depend on imports 

+ Profit sharing trade transactions (Murabaha) 

+ Consumer purchase/sale transactions 

+ Loans granted as "refinancing" of existing 
credit facilities 



Claims procedures 
+ Claims procedures must be understood when the loan is 

approved 
+ Claims documentation requires correct documentation of 

debt including, but not limited to: 
- Bills of Lading, Truck Receipt, Truck Consignment Note 
- Invoices 

- Bills of exchange andlor promissory notes, statement of accounts 

- Export purchase orders, letters of credit, or other proof of export order 

4 Statement of collection efforts undertaken 

+ Copies of the loan agreement between the bank and the 
defaulted borrower 



Indemnification Procedures of JLGC 
+ Processing steps for claim documentation 

by JLGC 
Submission of defaulted borrower 
documentation 

Review by JLGC indemnification committee 
and/or Board of Directors 

Approval/Disapproval - If approved, payment 
within 90 days 

+ Recovery operations 



WORKSHOP PRESENTATION 
JORDAN LOAN GUARANTEE 

CORPORATION 

POST-SHIPMENT 
CREDIT GUARANTEE PROGRAM 



























APPENDIX IV 

SEMINAR I SMALL BUSINESS LENDING AND CASH PLOW 
ANALYSIS 



Loan Guarantee Program and Small Business Lending 
Jordan Loan Guarantee Corporation 

October 6,7, 8, and 1 1, 12, 1997 

October 6,1997 

Purpose of Course 

Identify the charactenstics of small business 
Examine reasons for borrowing 
Examine ability to repay 
Review use of JLGC forms 1 0 1 /I02 

October 7,1997 

Characteristics of Small Business 

Develop classical definitions of Asset/Liability, Income, Human Resource structure 
Adapt classical definition to Jordanian context 

Competitive Analysis 

Management Analysis 

October 8,1997 

Critical Financial Analysis Ratios 

Case study for application of ratios 

October 11,1997 

Cash Flow for Small Business 

Case study for developing cash flow for small business 

October 12,1997 

Early warning system for bad loans 
Actions to expect from creditors 
Case study for participants to analyze and present 



Jordan Loan Guarantee Corporation, Ltd. 

Loan Guarantee Program 
and 

Small Business Lending 



Purpose of Course 

Identify the characteristics of small business 
Examine reasons for borrowing 
Examine ability to repay 
Review use of JLGC forms 1011102 

Characteristics of small business 

Number of Employees- 
Maximum Equity Amountq 
Management. 
Employees. 

5-20 
JD50,OOO 
Owner is Manager 
Family members at most, even all, key levels 

Competitive Analysis 
Management Analysis 
Financial Analysis 
Recommendations 

Positive Attitudinal Differences of Small Business Managers 

Twenty-four-hour Work Ethic 
Quick Adaptability to Market Change 
Responsive to Client Requests 

Negative Attitudinal Differences of Small Business Managers 

Resistance to Change 
Tendency not to Listen 
Prematurely Jumping to Conclusions 
Lack of Knowledge of Bank Operations 
Intimidated Attitude 
Lack of Understanding of Technical Terms 
Defensiveness 
Emotional Reactions 
Lack of Feedback 
Personality Conflicts 
Know-It-All Attitude 
Eitherlor Thinking 

Small Business Banlung Officers in the United States 
Definition of Small Business 
Source of financing by percentage of personal capital, personal loans, bank or non-bank loans. 
Service Requirements of Small Business 



Market 
Management 
Productivity (Conversion Cycle) 

- Death of an Owner 



APPENDIX V 

WORKSHOP 1 BUSINESS USE OF THE WORLD WIDE WEB 



Introduction to the World Wide Web ( 

Background and Definitions 

The WWW ("Web") is a remarkable electronic universe that makes parts of the Internet easier 
and more efficient to use. It is helpful to remember that the Internet began as a method of connecting 
scientific institutions to exchange information. Basically, the Internet is many sets of computer to 
computer connections, wth  nodes or cross points joined by large capacity computers called servers The 
servers are built and maintained by Internet Service Providers, ISP's. It is these machines we access 
when we connect our computer through phone or fiber optic lines "to the Internet" 

The Internet offers other services such as electronrc marl - "e-mail", "FTPV-file transfer protocol 
programs, and specialized search engines(s0ftware) such as Gopher and Usenet. Sometimes a Web 
service company also provides links to FTP , e-mail, and other search activities. At this point in the 
development of the WWW, it is better to connect directly to these services via software programs such 
as Eudora for e-mail. 

- The WWW itself is part of the computer universe, and was developed to create a common 
language among computers. It is used by persons or institutions who want to "put information on the 
Web". Web is the ordinary name for this system, and it makes access, use, retrieval and posting of 
information very user friendly. Information which resides on the WWW is composed of text, graphcs, 
videos and sound. Any or all of these are coded in a software program called "HTML" - hyper text 
markup language-which allows software on your computer to read and present the information. The 
software you use to access this WWW is usually called a "browser," for example Netscape, and is 
provided by those organizations maintaining the servers, the ISP's Some servers are free, for example 
those at education or government institutions. Others charge a fee, usually a monthly rate. These are 
commercial access ISP's 

- 
When we want to access the WWW we normally have a computer use its modem to dm1 the server's 
access telephone number. Charges for this "telephone" call are the same as regular phone rates, so it is 

- wise to be sure the server selected has a local telephone number! At some places, for example, the 
nearest server requires an international telephone call, and consequently, using the WWW can be very 
expensive. 

- 
One of the creators of the WWW described it this way: 

The World Wide Web is the universe of network accessible mnformation, the 
embodunent of human knowledge ... with a body of software, and a set of protocols and 
conventions. WWW uses hypertext and multimedia techniques to make the Web easy for 
anyone to roam, browse, and contribute to 

Tim Berners-Lee, in HTML for Dummies, 
Ed Tittle & Steve James, IDG Publishing, 1995. 

This exercise has been prepared by independent consultants under a technical assistance grant from the United States Agency for 
Intemahonal Develo~ment. USAID exclusivelv for the use of the Jordan Loan Guarantee Cor~oration. Amman. Jordan. For 
informatton on the Jordan Loan Guarantee-~or~orahon wrlte or call the JLGC at P 0. ~ 0 ~ ~ 8 3 0 7 0 3 , '  ~ m m a n .  11183 Jordan 
Telephone: 962-6-617393 Facsimile: 962-6-617396 
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"Hypertext" or "hyperlink" are important additional terms to know. These two words refer to the part 
of the software program which enables one piece of information to be linked to another by the click of a 
mouse button. For example, if the WWW displays a map of Jordan, there may be a word on the map 
underlined or in a different color. By clicking the mouse on it, the viewer is transferred to information 
linked to the material originally seen. Perhaps clicking on the word Jerash will transfer the user from a 
map to photographs of the ruins, and those photographs may be linked to travel reservation information 
As we see, this can become a long and very informative journey But we do not have to worry, because 
we can always go back to our previous "page", and thus to the original information. 

Some other definitions are useful 
A "page" is the location of the material- it can be large or small, and does not refer to a paper 

page. So it is important to scroll down the computer screen to not miss what may be at the "bottom". 
"Site" is another name for a page. 

An "address" is the location of that page. It tells the sewer where to locate the information The 
technical name is "URL"- unlform resource locator. 

Each address has several parts, and an error in any of them will mean a request is rejected. 
Sometimes a message will tell what went wrong, often it does not 

The parts of an address are 
http://www companynarne corn/ 

'r 'r 'r 9 

1 2  3 4 
1 Directs selection of software access to a hypertext document. 
2. Directs to the Web system. 
3. Indicates the WWW pagehite to access. 
4. Designates the type of "source", in this case a commercial institution 

These source types are also called "domain" names and include the following designations: (.gov)= 
government, (.edu) education, (.net) = network provider, ( org)=non profit organization. Some 
addresses are very long in order to take the user to a very specific part of a large site. These domain 
names, corn, gov, edu, net, org, are also commonly included as part of e-mail addresses. 

Important: Typzng accuracy is necessary for all the letters, spaces and punctuation 

Using WWW Information 

What can we do wth  the information we find? Of course we hope it will answer some question 
we have, but that is not all the WWW can do. On the Web: 

1. We can often e-mad the information we see to ourselves or someone else There are several 
sites, for example that allow sending an electromc postcard, complete with picture and 
message to anyone who is also linked to the internet. 

2. We can print the information directly by following normal print commands. 
3. We can save the information in a file, again using normal commands. 



4. We can "Bookmark" or save the URL address in the part of the program that holds the 
address only, not the information. Then a simple click on the item in this file will provide a 
shortcut to the saved address. This avoids re-typing addresses and increasing the chance for 
errors. 

You, the user determine the final use of material discovered A word of caution however- while much 
information on the Web is fiee of copyright, it is wise to pay attention to any indicators regarding 
proprietary materials. If you want to use proprietary material, contacting the owner of the WWW page 
for permission is usually very easy because each page has the person responsible for it, his address, and 
the last time material was up dated. 

How to Get on the Web 

There are four parts to joining those who already use the Web. 

1. Connection 3 2. Request 3 3. Response -.) 4. Close 

Connection 
Connection to the WWW is only possible if certain software is installed on the computer and an Internet 
Service Provider (ISP) has been selected. After calling up the individual access program, for example 
Netscape, on the computer, a set of directions and sometimes a password request will appear. After the 
user enters proper information, the computer modem dials the previously installed phone access number 
for the ISP. If a computer such as a notebook is taken to another location, this number may be changed 
to get a different local calling number 

- 

As the connection goes through, a screen appears with many choices. The ISP often uses hyperlinks on 
this screen to provide immediate access to information it believes users have an urgent interest in. 

Request 
At this point, the user can select via the hyperlinks information fiom this first page. It is more likely 
however, that definite searches are desired. It may be necessary to scroll down to see the place on the 
page that accepts a request for searches. The user enters search terms in the box provided. Selecting key 
words, and short specific phrases is very important. The WWW will look everywhere for these terms. 
Sometimes it returns a list of 10,000 items connected, at least in its "mind", with the chosen subject. 
Few users have the stamma to wade through 10,000 replies. In many cases there is a portion of the 
result page that asks for better terminology, and a new request with more specific terms is launched. 
The computer lists what it believes are the closest matches first. This results listing is really a list of 
hyperlinks, and to get the item described the user clicks on it. To return to the list, use the GO BACK 
function displayed at the top of the screen. While the list is displayed, you may want to pnnt it. Be 
cautious however, not to ask for all 10,000 in the list but only the ones on screen, usually 10-1 5 at a 
time. 

Response 
The hyperlink click sends the user to the specific item fiom the list. At this point the user has options to 
"download or keep the information. The easiest of course is to pnnt using the basic commands. Again 
it is wise to check length! If attempting to download video/graphic/multimedia materials to computer 



files, one needs to know the ability of the user's computer to store these items in proper formats To 
download into a normal A: or C: file, use commands usually found in the "save as" function. Be aware 
that graphic or videolsound materials require huge amounts of space, and are often downloaded into Zip 
files. 

Now that information has been retrieved in some manner, this phase is complete. 

Close 
Be sure to exit the WWW when a research session is completed. If your computer has not been taken 
off line, it is still on line, and will continue to run phone line charges, and in some cases prevent regular 
use of that phone line. Even local charges mount up if a computer is left connected overnight! 

Some thoughtfully constructed browsers have an automatic disconnect if there is no activity for a 
designated tune period - perhaps 20 minutes 

Exiting the program is usually very easy- often via an icon that disconnects the phone link. There is 
usually a confu-mation screen to prevent accidental disconnection 

Although there may be glitches in the computer, the program, or just a traffic jam at the server, 
most of the time using the Web is easy, and results m the discovery that there is much more information 
available than it is possible to digest! The WWW can demand much hard work to use its vast resources, 
and can stretch intellectual capacity, patience and perseverance to new limits. 

Good Luck! Have fun and success with your new-found skills on the WWW. 



APPENDIX VI 

WORKSHOP / THE LOAN GUARANTEE PROGRAM AND 
SMALL BUSINESS LENDING 





Purpose of Course 

Identify the characteristics of small 

reasons for borrowing 

business 

ability to repay through Iinanciai 
analvsis (Guarantee underwriting) 

Review use of JLGC forms 10 111 02 



Characteristics of Small Business 

+ Number of Employees: 
+ Total Sales: 
+ Equity Amount: 

+ Fixed Assets: 

+ Management: 
+ Employees: 

Owner is usually Manager 

Family members in most, 
even all, key levels 



1 _ 1  

+ Space reserved for slide of business cycle 



+ Resewed for slide on credit cycle 



Competitive Analysis 

Unable to influence total market 

Supply Policies 
Demand Institutions 

Price Infrastructure 

Market share is relatively small 
Critical competition is usually local 

Promotion/advertising based on reputation 

Capacity depends heavily on suppliers 



Management Analysis 



Positive Attitudinal Characteristics of 
Small Business Managers 

+ Twenty-four-hour Work Ethic 
+ Peripheral Business Vision (G61ateral" thinking) 
+ Quick Adaptability to Market Change 

Change Pricing Policies (Price taker) 

Adjust Product Lines 

+ Responsive to Specific Client Requests 
Distribution Methodologies 

Customization 



Negative Attitudinal Characteristics 
Small Business Managers 

Resistance to change 

Tendency nat to Listen to Bankers 

Prennturely Jumping to Conclusim 

Lack of Knowledge of Bank opaahcms 

Lack of Feedback 

Personality conflicts 

Attitude InMdatedby Bankers 

Lack of Understan- of Technical 

Know-It-All Attitude 

Financial Terms 



Financial Analysis: 
Underwriting Activities 



I Components of Underwriting 

+ Economic Analysis 

+ Industry and Competitive Analysis 
+ Management Analysis 

+ Corporate Historical Financial Analysis f 
! Common size analysis 
i 
d Ratio analysis 
1 

i 
: 

4 Cash Flow Analysis 
P 

4 
1 4 Financial Projections 



Critical Financial Analysis Ratios 
Retained EarningsITotal Assets: A measure of cumulative profitability. 

The higher the ratio, the stronger the fm. 

SalesRotal Assets: An asset turnover ratio used to measure the sales 
generating ability of the firrn's assets. The ratio varies according 
to the production cycle. 

Earnings Before TadEquity: A profitability ratio that removes tax 
effects. The larger the ratio, the stronger the firm. 

Cash Flow/Total Debt: Critical measure of a firm's ability to service 
debt. The greater the ratio, the stronger the firm. Cash flows 
may have to be considered project specific. 

DebtRotal Assets: Critical measure of leverage. The greater the ratio, 
the weaker the firm in terms of its ability to withstand stress. 



Critical Financial Analysis Ratios 
Current LiabilitiesJTotal Assets: A leverage ratio that has statistically 

behaved opposite expectations, i.e., the higher the ratio, the stronger 
the firm. Careful analysis of the components is necessary to 
determine the reality of the statistical tendency. 

Tangible Total Assets: A measure of size, it excludes capitalized 
goodwill and other intangibles such as start up costs. Statistically, the 
larger the total assets, the stronger the firm. 

WorkingCapital/Total Debt: A measure of liquidity that statistically 
shows up as a more accurate measure of the liquidity strength in 
small firms than the current or quick ratio. The larger the ratio, the 
stronger the firm. 

Earnings Before Interest and TaxIInterest: The "interest coverage 
ratio" which statistically indicates that the higher the ratio, the 
stronger the fm. 



Recommendations 



APPENDIX VII 

FINAL BRIEFING OF USAID TRAINING ADVISOR 



Final Briefing of the USAID Training Advisor 
Jordan Loan Guarantee Corporation, Ltd. 

(JLGC) 

to 
H.E. Dr. Ziad Mohammad Fariz, 

Governor of the Central Bank of Jordan 
and 

Chairman of the Board of the JLGC 

Amman, Jordan 
October 29, 1997 



Training Advisor's Scope of Work 

+ Conduct a rapid assessment of JLGC operations and 
adherence to manuals and international standards of 
operations 

+ Assess training needs 

+ Design a series of workshops, seminars, lectures to meet 
needs and define course materials 

+ Participate in selection of candidates for training courses 

< 

" I 

'"i 



Training Advisor's Scope of Work 

+ Evaluate the training program through course 
questionnaires and personal interviews 

+ Complete a training manual in English, suitable for 
translation into Arabic, on professional procedures in 
export credit and loan guarantee operations 

+ Provide regular briefings for the JLGC Director General on 
the progress of training activities 



Training Objectives 

+ Expand JLGC export credit and small business 
loan guarantees 

+ Open a dialogue with those market sectors that 
facilitate JLGC product development and expand 
markets for Jordan and employment for 
Jordanians 

+ Understand and define creative financial 
transactions, both domestic and international 

+ Develop creative security and collateral 
arrangements, including JLGC products 



ASSESSMENT OF' JLGC 
OPERATIONS 

+ Organizational structure in place 

+ The JLGC depends on the bankers, beneficiaries of JLGC 
guarantees, to maintain international standards of expertise 
in the areas of risk analysis associated with underwriting 

+ International standards for back-office operations were 
being met 

+ There is a need to substantially increase the volume of 
outstanding guarantees in order to meet financial goals 



Recommedation on the JLGC 
Underwriting Policy 

+ Loan Guarantee Program and Pre-shipment 
Loan Guarantee Program 

Should the JLGC continue to depend upon 
banks to perform the underwriting task, then 
the JLGC should become an expert in bank 
analysis 

+ Export Credit Guarantee Program 
Buyer underwriting should be implemented 



Training Assessment 
U n d e r w  r i t i n g  S k i l l s  

C ourse  S e l e c t i o n  A u d i e n c e  
f N u m  bers  o f  Individuals)  

; 
F 

J L G C  B a n k s  E x p o r t e r s  

Account ing  a n d  R a t i o  
A n a l y s i s  1 6  1 6  

C o m  m  on S i z e  A n a l y s i s  

Balance S h e e t  L o g i c  

C redit a n d  C' a s h  F l o w  
A naIysis  

W orking Cap i ta1  a n d  
W orking I n v e s t m  e n t  

A n a l y s i s  

Pre-shipm e n t  F i n a n c i n g  

Post-shipm e n t  F i n a n c i n g  



Training Assessment 
M a n a g e m  e n t  S k i l l s  

C o u r s e  S e l e c t i o n  A u d i e n c e  

J L G C  B a n k s  

P  r i c i n  g  

P o r t f o l i o  I I 
M a n a g e m  e n t  

R e s e r v i n  g f o r  L o s s e s  

R e i n s u r a n c e  I s s u e s  I I 

L e g a l a n d  C l a i m s  
I s s u  e s  

E x p o r t e r s  



WORKSHOPS, SEMINARS, 
LECTURES 

4 A Review of Accounting, Ratio Analysis and 
Balance Sheet Logic 

4 Trade Finance: Case Studies in Pre- and Post- 
Shipment Financing 

4 Loan Guarantee Program and Cash Flow Analysis 

+ Loan Guarantee Program and Small Business 
Lending 

4 Business Usage of the World Wide Web 



COURSE MATERIALS 

MANUALS 

+ Export Credit Guarantee Program: 

Trade Finance for Bankers and Exporters 

+ Loan Guarantee Program and 

Small Business Lending 

+ Case Studies 



TRAINING PARTICIPANTS 

4 16 JLGC Personnel 
Managers and Staff 

+ 41 Bankers from 20 Banks 
Division Heads, Credit and Trade Finance 
Officers, Letter of Credit Officers, and Senior 
Support Personnel 

4 10 Managers from 7 Exporting Companies 
Financial Managers, Controllers, and Systems 
Personnel 



Program Evaluation 
+ Course Questionnaires 

Institute of Banking Studies 

Training Advisor 

+ Increased Loan Guarantee Volume 
Numbers of Items 

Size of Loan 

+ Improvement in Underwriting Skills 

+ Improvement in Underwriting Policies and Procedures 

+ Numbers and Quality of Participants 

+ Quality of Continued JLGC Training Programs 



Training Objectives 

+ Expand JLGC export credit and small business 
loan guarantees 

+ Open a dialogue with those market sectors that 
facilitate JLGC product development and expand 
markets for Jordan and employment for 
Jordanians 

+ Understand and define creative financial 
transactions, both domestic and international 

+ Develop creative security and collateral 
arrangements, including JLGC products 



Training Recommendations 
Positive Reinforcement 

I " "Nothing Succeeds Like Success. 

Annual Meeting of Bankers and Exporters to 
focus on success stories (Spring) 

Annual Meeting of Bankers and Small Business 
Managers to focus on success stories (Fall) 

Panel of Experts (Foreign and Domestic) to 
extract solutions from successes and apply 
them to manageable sized problems 



Training Recommendations 

Quarterly Technical Training 
I " "Managers Want Tools, Not Training. 

+ Case Studies in managing Delinquent Debt 

+ Case Studies in Claims Processing 

+ Case Studies in how key Sectors can utilize the JLGC 

Loan Guarantee Program and ECG Programs 

+ Separate Program Case Studies for Back Office Personnel 

of JLGC Program Users 



Planning and Responsibility 
Implementation Methodology 

+ Identify major training tasks and set benchmarks for completion 

+ Delegate authority and responsibility to separate Primary and 
Secondary personnel to achieve that task 

+ Agree on resources required and dates to begin and end task 
+ Agree on all sub-tasks to be accomplished to complete major task 

+ Establish priorities among tasks and sub-tasks based upon: 
Tasks that must be done before anything else 

Tasks that can be done at least cost, have the greatest positive impact, and 
do not depend on the completion of other tasks 

Tasks that must follow the completion of others 

Tasks that can be logically delayed, i.e., "those nice to have, but not 
necessary" 



APPENDIX VIII 

SENIOR JLGC STAFF TOUR ITINERARY 
OF US BANKING INSTITUTIONS 



861 4 WESTWOOD CENTER DRIVE a SUITE 400 = VIENNA, VA 221 82 m USA PO BOX 16574 
TEL: 703-749-01 00 . FAX: 703-749-01 10 . EMAIL. IBTCI@AOL COM WASHINGTON, DC 20041 

WEDNESDAY, NOVEMBER 19,1997 

return to Washngton 

THURSDAY, NOVEMBER 20,1997 

10:OO AM meeting at 

MIGA 
1800 G Street, NW 
12th Floor 
Washngton DC 20433 

with: 
Luis Dodero 
Vice President of General Counsel 
phone: 202-473-5245 
fax. 202-522-2640 

11:OO AM meeting with 
Roland Pladet and 
Guarantee Officer 
phone: 202-473-2059 
f a :  202-522-2630 

3:00 PM meeting with 
Tamara Lanslu 
Investment Officer 
IFC 
2 12 1 Pennsylvama Ave 
Room 3P252 
Washington DC 20433 
phone: 202-473-8047 
fax: 202-974-4400 

4:30 PM meeting with 
Sami Haddad 
IFC 
Room 9K250 
phone: 202- 473-6864 
fax: 202-974-4339 

Bob Randall 
Regional Manager 
phone: 202-473-2059 



861 4 WESTWOOD CENTER DRIVE SUITE 400 m VIENNA, VA 221 82 rn USA PO Box 16574 
TEL 703-749-01 00 rn FAX. 703-749-01 10 m EMAIL' IBTCI@AOL COM WASHINGTON, DC 20041 

FRIDAY, NOVEMBER 2 1,1997 

10:OO AM meeting 

Jack McDonald 
Semor Credit Officer 
Inter- Amencan Development Bank 
1300 New York Ave 
South East Wing, Room 568 
Washngton DC 20577 
phone: 202-623-1979 
f a :  202-623-3639 
stop # : wo512 

12:30 PM Lunch with Mr Jayanta Roy 
World Bank 
H Buildmg 
600 19th Street N W. 
Room 061, 10th Floor 
Washington DC 20433 
phone. 202-473-63 16 
f a .  202-477-1482 

For your meetings at the Small Business Admimstratmn, when you arrive at the address below, 
please go to the Visitors Center inside the building and have them call Nancy Larson at 205-7257 
or if she is not there, call the fi-ont desk and ask that Nancy Larson be told that you have arrived. 
The fiont desk number is 205-6720. 

3.30 PM to 4:00 PM meeting with 

Nancy Larson 
Marketmg Manager, International Trade 
Small Business Admimstratlon 
409 Third Street, S.W., 8th floor 
Mail Code 7 1 1 1 
Washngton, D.C. 2041 6 
phone: 202-205-7257 
f a :  202-205-7272 

and 



8614 WESTWOOD CENTER DRIVE SUITE 400 rn VIENNA, VA 221 82 rn USA PO Box 16574 
TEL: 703-749-01 00 m FAX 703-749-01 I O H EMAIL: IBTCI@AOL COM WASHINGTON, DC 20041 

4:00 PM to 4:30 PM meeting with 
Grant MacKinnon 
Senior International Finance Specialist 
Small Business Admlnistration 



8614 WESTWOOD CENTER DRIVE rn SUITE 400 rn VIENNA, VA 22182 rn USA PO Box 16574 
TEL 703-749-0100 FAX' 703-749-01 10 EMAIL IBTCI@OL COM WASHINGTON, DC 20041 

MONDAY, NOVEMBER 10,1997 

Meet Jennifer Kole in the Lobby of your hotel (Radisson Barcelo Hotel) at 9:00 AM 

10:OO AM meeting with 

Mr. Abed Tarbush 
Regional Manager of Business Development for the Middle East and North Ahca  
OPIC 
1 100 New York Avenue NW, 12th Floor 
Washington, DC. 20527 
phone: 202-336-8632 
fax- 202-408-5 145 

3.30 PM meelng with 

Mr. Kalan B aneq ee 
World Bank 
19 19 Pennsylvania Ave, NW 
5th Floor, Room 4125 
Washmgton DC 
phone: 202-473-2901 

Continue to Umon Station with Jemfer Kole for the 5:35 train to New Jersey 

TUESDAY, NOVEMBER 1 1,1997 

9.00 AM meeting mth 

Mr. Christopher Short 
Vice President, Export Credit 
CNA Insurance 
1 100 Cornwall Road 
Monmouth Junction, NJ 08852 
phone: 732-398-4505 
fax: 732-398-5 104 

We will be dnven with Mr. Short to New York City for lunch. 



861 4 WESTWOOD CENTER DRIVE SUITE 400 m VIENNA, V A  221 82 U S A  PO BOX 16574 
TEL 703-749-01 00 FAX 703-749-01 10 m EMAIL IBTCI@AOL COM WASHINGTON, DC 20041 

3:00 PM meeting with 

Mr. Byron Shulton and 
Vice President 
FCIA 
40 Rector Street, 1 1 th Floor 
New York, NY 10006 
phone: 212-306-5091 
fax: 212-306-521 8 

Mr. John Hanson 
President 
FCIA 
40 Rector Street, 1 1 th Floor 
New York, NY 10006 
phone. 2 12-306-5000 
fax: 212-306-5218 

WEDNESDAY, NOVEMBER 12,1997 

Meetings at the Export-Import Bank 

with 

9-10AM US Division VP Sam Zytcer Room 901 
10:30-11:30am Special Asst. to EVP Ken Telesca Room 1123 
1 1.30-12 Deputy VP Country Rzsk Peter Gosnell Room 975 
1 -2pm f i sk  Manager Insurance Thomas Fitzpatrick Room 73 1 
2-3pm Deputy VP Engineering Kark Kendall Room 1 173 
3-4pm Sr. Loan Officer Aucraft Financing Margaret Kostic room 905 
4-:4:30pm Policy and Planning Helene Walsh Room 1238 

THURSDAY, NOVEMBER 13,1997 

10:OO AM meeting with 

Mr. Eugene Sutter 
Assistant Vice President 
Trade Finance Division 
First National Bank of Maryland 
25 South Charles Street 
Baltimore, MD 21297 
Phone: 4 10-244-4037 
Fax: 410-539-4594 



861 4 WESTWOOD CENTER DRIVE rn SUITE 400 rn VIENNA, VA 221 82 rn USA PO Box 16574 
TEL' 703-749-0100 rn FAX 703-749-01 10 rn EMAIL IBTCI@AOL COM WASHINGTON, DC 20041 

FRIDAY, NOVEMBER 14,1997 

10.00 AM meeting with 

Jayanta Roy 
Pncipal Economic Middle East Department 
World Bank 
H Building 
600 19th Street N.W. 
Room 061,lOth Floor 
Washington DC 20433 
phone: 202-473-63 16 
fax: 202-477-1482 



861 4 WESTWOOD CENTER DRIVE m SUITE 400 VIENNA, VA 221 82 USA PO Box 16574 
TEL' 703-749-01 00 FAX- 703-749-01 10 m EMAIL IBTCI@AOL.COM WASHINGTON, DC 20041 

MONDAY, NOVEMBER 10,1997 
- 

Meet Jennifer Kole and Wendy Kabele in the Lobby of your hotel (Radisson Barcelo Hotel) at 
9:OO AM. 

10 00 AM meetmg with 

Mr. Abed Tarbush 
Regional Manager of Business Development for the Middle East and North Afiica 
OPIC 
1 100 Newyork Avenue N.W. 12th Floor 
Waslungton , DC. 20527 
phone: 202-336-8632 
fax. 202-408-5 145 

Meet Jennifer Kole at Union Station at 4 15 PM for train to New Jersey 
5.00 metroliner tram departs Waslungton DC, reservation number 702285 

TUESDAY, NOVEMBER 1 1,1997 

9:00 AM meeting mth 

Mr. Chstopher Short 
Vice President, Export Credit 
CNA Insurance 
1 100 Cornwall Road 
Monmouth Junction, NJ 08852 
phone: 732-398-4505 
fax: 732-398-5104 

3:00 PM meeting mth 

Mr Byron Shulton 
Vice President 
FCIA 
40 Rector Street, 1 lth Floor 
New York, NY 10006 
phone. 212-306-509 1 
fax: 212-306-5218 

and Mr John Hanson 
President 
FCIA 
40 Rector Street, 1 1 th Floor 
New York, NY 10006 
phone: 212-306-5000 
f a :  212-306-521 8 



8614 WESTWOOD CENTER DRIVE rn SUITE 400 rn VIENNA, VA 22182 USA PO BOX 16574 
TEL: 703-749-01 00 . FAX 703-749-01 10 u EMAIL. IBTCI@AOL COM WASHINGTON, DC 20041 

WEDNESDAY, NOVEMBER 12,1997 

Meetings at the Export-Import Bank 

with 

9-1 0AM US Division VP Sam Zytcer Room 901 
10:30-ll:30am Special Asst to EVP Ken Telesca Room 1 123 
1 1 :30-12 Deputy VP Country h s k  Peter Gosnell Room 975 
1-2pm Rzsk Manager Insurance Thomas Fitzpatnck Room 73 1 
2-3pm Deputy VP Engineering Kark Kendall Room 1 173 
3-4pm Sr. Loan Officer Arcraft Financing Margaret Kostic room 905 
4-:4*30pm Policy and Plantllng Helene Walsh Room 1238 

THURSDAY, NOVEMBER 13,1997 

meeting w t h  
Mr. Eugene Sutter 
Assistant Vice President 
Trade Finance Divlsion 
First National Bank of Maryland 
25 South Charles Street 
Baltmore, MD 21297 

Phone: 4 10-244-4037 
Fax: 410-539-4594 

FRIDAY, NOVEMBER 14,1997 

10:OO AM meeting with 

Jayanta Roy 
Pncipal Economic Middle East Department 
World Bank 
H Buildmg 
600 19th Street N. W. 
Room 06 1, 10th Floor 
Washmgton DC 20433 
phone: 202-473-63 16 
fax. 202-477-1482 



REVISED THURSDAY SCHEDULE 

THURSDAY - OCTOBER 23,1997 

MEET JENNIFER KOLE AT 10:OO AM IN THE LOBBY OF YOUR HOTEL 
(WASHINGTON CAPITAL HILTON) 

MEETING AT 10:30 AM (WILL INCLUDE LUNCH) 

1501 LEE HIGHWAY SUITE 302 
ARLINGTON, VA 
PHONE: 703-525-0966 
(directions for cab dnver: behind the Key Bndge Marriott and next to the Air Force Association 
Building.) 

MEET WITH. 

MS. CAROL OMAN URBAN AND MR. EDWARD GREENE 

1:00 MEETING AT THE SMALL BUSINESS ADMINISTRATION 
1 1 10 VERMONT AVENUE, NW 
WASHINGTON DC 20005 
PHONE: 202-205-7429 - 

FAX: 202-205-7416 

MEET WITH 
RICHARD GINSBERG 
DIRECTOR INTERNATIONAT, BUSINESS PROGRAMS 



HOTELS FOR DR JAMAL SALAH AND MR WALID ABUZIR 

16 Oct 97 - THURSDAY THROUGH 20 Oct 
WESTPARK BEST WESTERN 
8401 WESTPARK DRIVE 
MCLEAN, VA 22102 
PHONE 703-734-2800 
FAX 703-821-8872 

20 Oct 97 - MONDAY 
HOTEL PHILADELPHIA- HOLIDAY INN 
WILMINGTON DOWNTOWN 
700 KING ST 
WILMINGTON, DE 1980 1 
PHONE. 302-655-0400 
FAX 302-655-5488 

2 1 Oct 97 - TUESDAY THROUGH 24 Oct 
WASHINGTON NATIONAL 
HILTONICONRAD INTL 
CAPITAL HILTON 
1001 l7TH STNW 
WASHINGTON, DC 20036 
PHONE 202-394-1000 
FAX 202-639-5784 

24 Oct 97 - FRIDAY ABA Course m Oklahoma THROUGH 3 1 Oct 

3 1 Oct 97 - FRIDAY 
RESIDENCE INN BY MARRIOTT HOTEL 
8616 WESTWOOD CENTER DRTVE 
VIENNA, VA 22 182 
PHONE 703-893-0120 
FAX 703-790-8896 



Schedule for Dr. Salah and Mr. Abunr 

Sunday 
12 

19 
DC Free 

26 
ABA OK 

Monday 
13 

20 
First 
National 
Bank of 
Maryland 

Baltimore, 
MD 
27 
ABA OK 

Tuesday 
14 

21 
Corestates 
Bank 

Wilmingto 
n DE 

28 
ABA OK 

Wednesday 
15 

22 
free 

29 
ABA OK 

Thursday 
16 Arrive DC 

23 
Small Business 
Administration 

Washngton, 
DC 

ABA OK 

Friday 
17 
Mendian 
International 
Center 

Washngton, 
DC 
24 
Travel to 
Oklahoma 

3 1 
ABA OK 
PM travel to 
DC 

Saturday 
18 
DC free 

25 
Trahng at 
American 
Bankers 
Association 

Norman, OK 

return to 
Amman 



APPENDIX VII 

FINAL BRIEFING OF USAID TRAINING ADVISOR 



Final Briefing of the USAID Training Advisor 
Jordan Loan Guarantee Corporation, Ltd. 

(JLGC) 

to 
H.E. Dr. Ziad Mohammad Fariz, 

Governor of the Central Bank of Jordan 
and 

Chairman of the Board of the JLGC 

Amman, Jordan 
October 29, 1997 



Training Advisor's Scope of Work 

+ Conduct a rapid assessment of JLGC operations and 
adherence to manuals and international standards of 
operations 

+ Assess training needs 

+ Design a series of workshops, seminars, lectures to meet 
needs and define course materials 

+ Participate in selection of candidates for training courses 



Training Advisor's Scope of Work 

+ Evaluate the training program through course 
questionnaires and personal interviews 

+ Complete a training manual in English, suitable for 
translation into Arabic, on professional procedures in 
export credit and loan guarantee operations 

+ Provide regular briefings for the JLGC Director General on 
the progress of training activities 



Training Objectives 

Expand JLGC export credit and small business 
loan guarantees 

Open a dialogue with those market sectors that 
facilitate JLGC product development and expand 
markets for Jordan and employment for 
Jordanians 

Understand and define creative financial 
transactions, both domestic and international 

Develop creative security and collateral 
arrangements, including JLGC products 



ASSESSMENT OF JLGC 
OPERATIONS 

Organizational structure in place 

The JLGC depends on the bankers, beneficiaries of JLGC 
guarantees, to maintain international standards of expertise 
in the areas of risk analysis associated with underwriting 

International standards for back-office operations were 
being met 

There is a need to substantially increase the volume of 
outstanding guarantees in order to meet financial goals 



Recommedation on the JLGC 
Underwriting Policy 

4 Loan Guarantee Program and Pre-shipment 
Loan Guarantee Program 

Should the JLGC continue to depend upon 
banks to perform the underwriting task, then 
the JLGC should become an expert in bank 
analysis 

Export Credit Guarantee Program 
Buyer underwriting should be implemented 



Training Assessment 
U n d e r w r i t i n g  S k i l l s  

C ourse  S e l e c t i o n  A u d i e n c e  
f N u m  bers  o f  Individuals)  

J L G C  B a n k s  E x p o r t e r s  

A c c o u n t i n g  a n d  R a t i o  
A n  a l y s i s  1 6  1 6  

C  om m  on S i z e  A n a l y s i s  1 6  1 6  

B a l a n c e  S h e e t  L o g i c  1 6  1 6  

C r e d i t  a n d  C a s h  F l o w  
A  n a l y s i s  1 6  1 6  

W orking C a p i t a 1  a n d  
W orking I n v e s t m  e n t  1 6  1 6  

A n a l y s i s  

Pre-shipm e n t  F i n a n c i n g  1 6  2 2 9 

Post-shipm e n t  F i n a n c i n g  1 6  2 2 9 



Training Assessment 
M a n a g e m  e n t  S k i l l s  

C o u r s e  S e l e c t i o n  A u d i e n c e  

J L G C  B a n k s  

P r i c i n  g I I 
P o r t f o l i o  

M a n a g e m  e n t  

R  e s e r v i n  g f o r  L o s s e s  

R e i n s u r a n c e  I s s u e s  

L e g a l a n d  C l a i m  s  
I s s u  e s  

E x p o r t e r s  



WORKSHOPS, SEMINARS, 
LECTURES 

+ A Review of Accounting, Ratio Analysis and 
Balance Sheet Logic 

+ Trade Finance: Case Studies in Pre- and Post- 
Shipment Financing 

+ Loan Guarantee Program and Cash Flow Analysis 

+ Loan Guarantee Program and Small Business 
Lending 

+ Business Usage of the World Wide Web 



COURSE MATERIALS 

MANUALS 

+ Export Credit Guarantee Program: 

Trade Finance for Bankers and Exporters 

+ Loan Guarantee Program and 
Small Business Lending 

+ Case Studies 



TRAINING PARTICIPANTS 

+ 16 JLGC Personnel 
Managers and Staff 

+ 41 Bankers from 20 Banks 
Division Heads, Credit and Trade Finance 
Officers, Letter of Credit Officers, and Senior 
Support Personnel 

+ 10 Managers from 7 Exporting Companies 
Financial Managers, Controllers, and Systems 
Personnel 



Program Evaluation 
+ Course Questionnaires 

Institute of Banking Studies 

Training Advisor 

+ Increased Loan Guarantee Volume 
Numbers of Items 
Size of Loan 

+ Improvement in Underwriting Skills 

+ Improvement in Underwriting Policies and Procedures 

+ Numbers and Quality of Participants 

+ Quality of Continued JLGC Training Programs 



Training Objectives 

+ Expand JLGC export credit and small business 
loan guarantees 

+ Open a dialogue with those market sectors that 
facilitate JLGC product development and expand 
markets for Jordan and employment for 
Jordanians 

+ Understand and define creative financial 
transactions, both domestic and international 

+ Develop creative security and collateral 
arrangements, including JLGC products 



Training Recommendations 
Positive Reinforcement 

I " "Nothing Succeeds Like Success. 

Annual Meeting of Bankers and Exporters to 
focus on success stories (Spring) 

Annual Meeting of Bankers and Small Business 
Managers to focus on success stories (Fall) 

Panel of Experts (Foreign and Domestic) to 
extract solutions from successes and apply 
them to manageable sized problems 



Training Recommendations 

Quarterly Technical Training 
! " "Managers Want Tools, Not Training. 

+ Case Studies in managing Delinquent Debt 

+ Case Studies in Claims Processing 

+ Case Studies in how key Sectors can utilize the JLGC 

Loan Guarantee Program and ECG Programs 

+ Separate Program Case Studies for Back Office Personnel 

of JLGC Program Users 



Implementation Methodology 
Planning and Responsibility 

Identify major training tasks and set benchmarks for completio 
Delegate authority and responsibility to separate Primary and 
Secondary personnel to achieve that task 
Agree on resources required and dates to begin and end task 
Agree on all sub-tasks to be accomplished to complete major task 
Establish priorities among tasks and sub-tasks based upon: 

Tasks that must be done before anything else 
Tasks that can be done at least cost, have the greatest positive impact, and 
do not depend on the completion of other tasks 
Tasks that must follow the completion of others 

Tasks that can be logically delayed, i.e., "those nice to have, but not 
necessary" 



Technical Support Services (TSS) 
IQC Contract 

Jordan Loan Guarantee Corp. 

Contract #278-1-00-96-90524-0412003.003 
Delivery Order #2 

Final Report 

Volume 11- Marketing Activity 

Jamal AI-Jab~n, Senlor Pnvate Sector Officer 
Amencan EmbassyIAmman 

USAlD Un~t 70206 
APO AE 09892-0206 

International Business and Technical Consultants, Inc. 
8614 Westwood Center Dnve, Su~te 400, V~enna, VA 221 82 USA 

Telephone 703-749-01 00 Facs~m~le 703-749-01 10 Emall Amer@~btc~ com 

February 1998 



Technical Support Servrces (TSS) IQC Contract 
The Jordan Loan Guarantee Corporation 

TABLE OF CONTENTS 

............................................................................ 1. Introduction.. .2 

............................................................... 2. Overview of Achvities .2 

............................................................ ./ 2.1 Overview of Accomplishments 3 
- .............................................................................. 2.2 Agency Background .3 

.................................................................................... 2.3 Work Performed .4 
......................................... 2.3a Strengthening Client Base Understanding 4 

.................................................... 2.3b Detemning Loan Guarantee Demand 4 
....................................................... 2 . 3 ~  Identifying Export Credit Market .5 

2.3d Measmng Client Satisfaction ............................................................ .5 
............................................................................ 2 3e Marketing Plan 6 

..................................................................... 2.3f Assist with Implementation 6 
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INTRODUCTION 

The Jordan Loan Guarantee Corporation (JLGC) is a registered Jordman company, the largest 
single shareholder of which is the Central Bank of Jordan (just under 50%). A number of other 
public sector entities, including the Social Security Corporation, also hold small shares in JLGC 
The remaining JLGC stock is held by a number of banks and msurance cornpames operating in 
Jordan (40%). 

JLGC's public policy purpose was, and conbnues to be, the provision of loan guarantees and 
related servlces The majority of the loans are aimed at supporting Small and Medium 
Enterprises (SMEs) and pre- and post-shpment export credit guarantees to Jordanian exporters 
subsequent to official launch in September 1997. 

USAID has supported JLGC from inception and USAID financial assistance for the 
establishment of JLGC and the Export Credit Guarantee program was provided via the Central 
Bank of Jordan. 

JLGC's Chairman, H. E. Dr. Ziad Fmz, is also the Governor of the Central Bank of Jordan and 
the JLGC General Manager, Dr. Jamal Salah, was previously head of the Research Department at 
the Central Bank of Jordan. 

Upon inception, the JLGC assumed the loans of a predecessor loan guarantee program 
adrninlstered by Jordan's Industrial Development Bank. At the time that the Marketing 
Advisor's assignment commenced in June 1997, the JLGC was provldmg loan guarantees at the 
rate of approximately 300 per year. 

2.0 Overview of Activities 

In discussions between USAID, Amman and JLGC semor management, it was agreed that a 
short-term Marketing Advisor be assigned to JLGC to: 

Strengthen JLGC's understandmg of its existing client base. 
Determine the size and shape of loan guarantee demand among banks in Jordan. 
Identify and detail the market for export credit guarantees in Jordan. 
Assess client satisfaction wth  JLGC's loan guarantee product and process. 
Draft a comprehensive medium-term, step-by-step JLGC Marketing Plan, mcluding 
anticipated costs. 
Assist JLCG in the early stage implementation of the Marketing Plan, including 
promoQonal materials and themes. 
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2.1 Overview of Accomplishment 

The primary objective for the Marketing Advisor was to assist JLBC better focus itself as a 
marketing organization and to enhance its image and position in the Jordman financial 
community. 

While the JLGC had been engaged in marketing initiatives, charactemtically these efforts have 
been conducted on an ad hoc basis. The JLGC was operating without a formal Marketing Plan 
but had consciously pursued a calling program amongst banks that included field visits by the 
JLGC General Manager. This calling program met with some initial success though business 
development, although follow-up was inconsistent. The services of the JLGC were known in the 
Jordman financial community (particularly at bank head offices), however awareness of its 
program activities at working levels was embryomc. 

By the completion of the Marketing Advisor's assignment, JLGC understandmg of marketing 
pnonties and objectives had improved significantly. JLGC semor management conceded the 
shortcomings of previous marketing efforts and agreed to implement or consider implementing 
in the coming 1-2 years nearly all the 50 specific recommendations that were presented in the 
Marketing Plan (See Appendix I). 

Understanding of both marketing pnonties and urgency has also improved at the JLGC. This 
understanding had spread beyond the JLGC senior management and is increasingly manifest at 
staff worlung levels. 

2.2 Agency Background 

Though a registered company wth  its own founding charters, the JLGC grew out of the public 
sector and faced the traditional challenges of wider acceptance by the pnvate financial sector. 
The JLGC appears to have had and continues to have a strong relationship with one of Jordan's 
leading financial institutions, The Housing Bank The Housing Bank was and remains the single 
largest source of JLGC loan guarantee requests and approvals. 

The JLGC's involvement with Jordan's biggest pnvate financial institution, The Arab Bank, has 
been modest. In certain fields of end-use, such as transportation equipment (truck trailers, taxis), 
the JLGC has been developing a growmg exposure but in most other sectors, the volume of 
guarantee business written by the JLGC has been more modest. 

In the field of Export Credit Guarantees, the JLGC had devoted the bulk of its time to 
establishing fi-amework agreements with participant banks and structuzlng a Treaty of 
Reinsurance with COFACE, a French reinsurance agency. The treaty was agreed and the JLGC 
is now a member of the COFACE-led Credit Alliance, an umbrella mechanism that groups 
export credit agencies in a number of countries includmg Egypt, Ireland and Smgapore. 
Participation in Credit Alliance allows the JLGC access to both COFACE reinsurance facilities 
(thereby minimizing exposure and increasing coverage possibilities) and its buyer information 
database. In addition, JLGC staff are now eligible for certain forms of specialized tramng in 
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underwriting procedures and the llke. Nevertheless, during the Marketing Advisor's assignment, 
the JLGC senior management recopzed that it needed to expand beyond the COFACE 
arrangement if the L G C  wished to succeed as a provider of export credlt guarantees. 

2.3 Work Performed 

As outlined above, the mandate of the Marketing Advisor included a senes of related tasks 

Strengthen JLGC's understandmg of its existing client base; 
Determine the size and shape of loan guarantee demand among banks in Jordan, 
Identify and detail the market for export credit guarantees in Jordan; 
Assess client satisfaction with JLGC7s loan guarantee product and process, 
Draft a comprehensive medium-term step-by-step Marketing Plan for JLGC, including 
costs; 
Assist JLGC in the early stage implementation of the Marketing Plan, including 
promotional matenals and themes 

The following summarizes the status of each of these deliverables by the end of the Marketing 
Advisor's assignment. 

2.3a Strengthen the JLGC9s understanding of its existing client base. 

The Marketing Advisor prepared a detailed analysis that included observations of the JLGC's 
portfolio of some 800+ loan guarantees, disaggregated by loan guarantee size (large >40,000 JD 
vs. small <40,000 JD), originatmg bank sector (See Appendx 11). 

The JLGC senior management was satisfied with the analysis provided and specifically agreed to 
implement a more detailed sectoral breakdown of loan guarantees using the SIC system of 
industrial classification. If properly mplemented, ths  wl l  sipficantly strengthen JLGC7s 
understandmg of its existing client base; assist in the development of future marketing targets; 
and should allow the JLGC to better understand its portfolio sectoral exposure (supply-side and 
demand-side). L G C  has advised that these improvements m sectoral breakdown information 
w11 commence in Quarter 1,1998. 

2.3b Determine the size and shape of loan guarantee demand among banks in Jordan. 

The Marketing Advisor prepared and led a detaled opinion survey among staff at upwards of 20 
bank branches m Jordan A questionnaire was used in the survey to permit standardization of 
information gathermg, with Marketing Advisor present at all interview sessions. Bank branches 
surveyed were chosen jointly by the Marketing Advisor and JLGC, the aim being to solicit 
insight from banks that are active with the JLGC and those with lower participation levels. 
Interviews lasted as long as 2 hours and bank respondents were typically enthusiastic in their 
participation and welcomed this outreach activity on the part of JLGC. (See Appendix III) 
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The results of the survey were prepared in report format and idenhfied substantial bank branch- 
level interest in the JLGC's guarantee semces. In addition, it became clear that there exists a 
desire at the branch-level to better understand the critena that the JLGC employs when 
considenng a loan guarantee. The JLGC senior management advised that the results of the 
survey were helpfbl and several of the recommendations in the Marketing Plan accepted by 
JLGC emerged fiom the survey. 

2 . 3 ~  Identify and detail the market for export credit guarantees in Jordan. 

The Marketing Advlsor met with a range of exporters in Jordan and prepared a report that 
examined the respondents' perception of nsk in the export field Employing a standardized 
questionnaire, the survey attempted to quantify such things as the typical shipment size, payment 
terms, payment experience, regional destination, buyer type (public, private, local, multinational, 
short-term, long-term), etc. (See Appendix IV) 

The JLGC staff participated with the Marketing Advisor in performing the actual survey that 
covered both large and small exporters in areas such as pharmaceuticals, veterinary medicines, 
and men's garments. 

One of the pnncipal findings to emerge fiom the survey was that respondents did not generally 
perceive exporting to be nsky, though they did acknowledge specific shpment nsk into less 
creditworthy markets or under unsecured terms such as Open Account. Additionally, 
respondents spoke of average shpment sizes often larger than JLGC's pre-shipment guarantee 
maximum (100,000 JD). 

These findings were of direct operational relevance to the semor management at the JLGC, thus 
the Marketing Plan contams a senes of recommendations regardmg new guarantee products - 
(specific transaction, shpment guarantees, increasing the maximum per shipment size under the 
pre-shipment guarantee program, etc) (See Appendix I, Part HI, Page 43) 

The results of the exporter survey (Appendix IV) will also permit improvements in the tone and 
focus of future marketing campaigns, referring more to Individual export payment risks and less 
to an overall payment risk in exporting The JLGC's semor management is rapidly pursuing 
implementation of these recommendations and discussion of the implementation schedule has 
reached the JLGC Board level (meeting of December 27, 1997). 

2.3d Access client satisfaction with JLGC's loan guarantee product and process. 

During the course of the interwews with bank branch management cited above, a number of the 
respondents advised the Marketing Advlsor that they did not tell their customers/clients when a 
loan was receiving a JLGC guarantee and wished to maintain ths  practice. The reason for this 
practice is due to the perception that exporters might not feel obligated to make payments if they 
were made aware of the loan guarantees. Thus their reluctance was dnven by their need to 
ensure loan repayment schedules. To conduct a survey among JLGC clients would have run 
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counter to this bank practice as it would have entailed advising borrowers not yet aware that their 
bank had guaranteed repayment of their loans. 

1 

Following consultation with semor management of the JLGC and USAIDIAmman, it was agreed 
that such a survey would not be advisable and it was agreed that the survey not be implemented 

2.3e Draft a comprehensive medium-term, step-by-stem Marketing Plan for JLGC, 
including costs. 

The Marketing Advisor drafted a comprehensive Marketing Plan, including a series of 50 
recommendations, an implementation schedule, and projected costs of implementation These 50 
recommendahons covered a range of themes, including the Mission Statement, advertising 
themes and forms (e.g., "success stones"), customization of loan guarantee mechamsms, 
improvements to the JLGC's loan guarantee product thresholds, upgrading of JLGC's 
information capacity and electronic links to banks at branch level, partnenng, and internal re- 
structuring opt~ons (See Appendix I). 

In addition, upon request of the JLGC Chairman and senior management, the Marketing Plan 
considered the potential costs to the JLGC of business volume vs. premium income and default 
ratios under a variety of guarantee activity levels (domestic loan guarantees and prelpost- 
shipment export credit guarantees). 

Discussions of the Marketing and the costing simulations were conducted at all levels wthin 
JLGC. These discussions were precipitated by presentahons to the JLGC Chairman at the 
Central Bank of Jordan, the Marketing Sub-committee of the JLGC Board of Directors, and 
JLGC staff. 

Nearly all of the 50 recommendations have been accepted for implementation by JLGC. In faxed 
correspondence dated January 22, 1988, the JLGC advise that "...implementation of your 
recommendations is going exactly as we have agreed upon.. .everything is going according to the 
schedule.. .Also, please note that H.E. Dr. Fmz, the Charman has instructed us to present all of 
your recommendations to the Board by its forthcoming meeting.. .Currently, a sub-comttee 
from the Board is reviewing the Marketing Plan in order to prepare a sufficient budget for 
mplementation" (See Appendix V). 

2.3f Assist JLGC in the early stage implementation of the Marketing Plan, including 
promotional materials and themes. 

Dmng the month of December 1997, the Marketing Advisor led the early stage implementation 
of the Marketing Plan. This included a report to JLGC semor management, summarizing 
implementation suggestions on each of 50 recommendations and developed promotional 
materials in both English and Arabic (See Appendix VI) 

A separate memo was prepared for USAIDIAmman that summanzed the status of each of 50 
recommendations and the monitoring and mentoring role that USAIDIAmman may wish to 
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consider playing to assist the implementahon process. Areas for possible m e  technical 
assistance called for under the Marketing Plan implementations were also identified and 
appraisal provided of the general performance to date of JLGC as marketing organization and the 
likelihood of improvement over the medium-term (See Appendx VII). 

The hghlight of the Marketing Advisor's implementation work as a joint project with the JLGC 
to design and test a 25-vmable, "fuzzy logic" based system of preliminary loan guarantee review 
that is to be distributed for use at selected bank branches in Jordan. This cornputenzed system of 
loan guarantee review came in direct response to the input gathered at bank branch level during 
the survey referred to above. It should be viewed as a conscious and positive effort by the JLGC 
to expand its lines of dlrect communication with sources of loan guarantee business (i.e bank 
branches in Jordan) 

The senior management at the JLGC assigned specialist personnel to this project and by the end 
of the implementation perrod of the Marketing Advisor's assignment the first version of the 
system had been programmed and successfully pre-tested (See Appendix VIII). 

During the implementation phase of the Marketing Advisor's assignment, an extensive dialog 
was conducted with the senior management of the JLGC concerning advertising materials and 
themes and the use of sector-specific "success stones" (amongst JLGC loan guarantee clients) to 
strengthen the appeal of the JLGC loan guarantee product. The marketing Advisor assisted the 
JLGC with the opening of formal lines of commun~cation with major export credt agencies to 
widen JLGC's knowledge of this field, share business development experiences and to raise the 
JLGC's profile in the business as a loan guarantee intermediary. 

3.0 CONCLUSION 

The Marketing Advisor's deliverables, wth a single exception, were fully met on schedule. The 
JLGC, as noted above, has strongly embraced the Marketmg Plan, and seems to have undergone 
a significant improvement in its corporate understanding of what marketing means and how to go 
about increasing business volume. The support provided by USAID/Amman dmng the 
Marketing Advisor's assignment was exceptional and played a significant role in the openness 
that the JLGC senlor management demonstrates towards this overall initiative. 

There are now significant grounds for additional optimsm that over the medium-term, the JLGC 
will evolve to be a stronger and more viable player in the Jordman financial cornrnumty 
Moreover, that experiences gained at JLGC can be used in other developing countries with 
s~rnilar gaps in their range of bank services and credit guarantee products. 
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1. INTRODUCTION 

The central deliverable of the Marketing Advisor's assignment wth the Jordan Loan Guarantee 
Corporation (JLGC) is a Marketing Plan that focuses on developing a comprehensive series of 
realizable objectives for JLGC over a t~me-fiame of the coming two-three years The Marketing 
Plan is divided into three parts 

Part I - Recommendations and a Discussion of the Issues 
Part I1 - Review of Jordan's Economy and Export Trade 
Part I11 - Business Scenario Costing and L~ability Scenarios 

The aim of the present Marketmg Plan is to build on JLGC's performance to date and to affirm 
JLGC's special role in the Jordanian financial community 

Marketing is far more than merely advertising and image; marketing also involves position, 
product; and process. Implementation always represents the fundamental test of any Marketing 
Plan's relevance. 

To be effective, implementation of t h s  Marketing Plan w11 make a myriad demands. The most 
important of these w l l  molve administrative creativity combined with a parallel sense of 
urgency. Both of these qualities have as their basic premise, a broad understanding of corporate 
mission, of "position" and its appreciation by all staff 

Through this Marketing Plan, JLGC will embark on a path of corporate re-engineering Such re- 
engineering is never simple. Moreover, the impact of changes is neither always immediate nor 
obvious. In combination, however, the recommendations advocated in this Marketing Plan, once 
fully pursued, should reinforce acknowledgment within the Jordanian financial community of 
JLGC's role. Recogmtion of this type and significantly expanded business volume represent the 
two sides of JLGC's basic marketing equation. 

The author wishes to acknowledge the access to files, which JLGC afforded in the preparation of 
this Marketing Plan. Without this access, preparation of the Marketing Plan would have been 
made profoundly more difficult. 

Of equal importance were the many hours JLGC management and staff and IBTCI's Principal, 
Banking and Financial Markets, Bharat Bhargava, spent reviewing and hscussing a draft version 
of t b s  Marketing Plan and providing helpful comment. These constitute strong indicators of the 
seriousness with which JLGC approaches its valuable mission in the Jordanian economy and the 
earnest desire of IBTCI to assist this process 
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2. MISSION STATEMENT 

To clarify the strategic marketing focus of JLGC, the establishment of a Mission Statement 
represents an indispensable first step. A Mission Statement is characterlstlcally a general 
statement of organzzatlonal purpose 

A Mission Statement, whde general, must summarize the essence of an organization In the 
specific case of JLGC, the Mission Statement should reflect 

Broad objectives, 
Public policy purpose 
Principal areas of business (current & future) 

The Mission Statement should be understood by all staff of JLGC and should serve as the 
foundation for all principal marketing decisions which JLGC adopts The Mission Statement 
should, in effect, steer JLGCYs planning decisions and orient JLGC's business activities 

The Mission Statement should be reflected in all actions taken by JLGC in regard to the 
following. 

Priority banking partnerships, 
Sectors of focus; 
Portfolio mix and sectoral concentration, 
Contr~bution to sustainable macro-economic development 

RECOMMENDATIONS 

AGREEING AND IMPLEMENTING A MISSION STATEMENT 

JLGC should prepare and agree a Mission Statement that w111 serve as the principal "directional 
aid" in all business decisions taken by JLGC 

The follomng represents a proposed JLGC Mission Statement 

"To enhance sustainable economic growth in Jordan through the provision of a 
range of economically viable guarantees covering domestic small business loans, 
export credits and related services." 

TIME FRAME. 1-2 Months 
COST. N/A 



3. PUBLIC IMAGE RAISING 

At present, JLGC's image is general and broadly defined. The most typical identification of 
JLGC, for example within the financial community, is with "handicraft" i e., smalllvery small 
scale lending. Loan guarantee activity, at an industry sub-sector, appears to be less widely 
known. 

All the same, JLGC has been developing a recognized niche at a number of the leading banks in 
Jordan. Further, JLGC is now a familiar player among senior financial and public sector officials. 

At bank branch level, survey research conducted as background to the present Marketing Plan 
indicates few managers or credit officers were fully current wth JLGC's basic operating 
parameters Example: most branch level respondents were not aware of the loan guarantee 
maximum (to 100,000 JD, effective January 1, 1997) or the maximum number of employees per 
guarantee applicant enterprise (50) Information gaps of this type may limt interest, at branch 
level, in explonng the full extent a JLGC loan guarantee can be used in thezr day-to-day lending 
activity. 

A separate issue is that knowledge of JLGC's range of products tends to be largely related to the 
domestic guarantee program. Awareness among management at bank branches regarding JLGC 
product range does not generally include export pre and post-shipment guarantee programs. 
While this is understandable, as export guarantees are not "mass market" and were only launched 
earlier in 1997, familiarity with them at selected bank branches is still critical. 

Established foreign counterparts of JLGC (US. Small Business Administration, Export-Import 
Bank; Canada: EDC, Business Development Bank, France. COFACE; Germany: HERMES) 
unquestionably owe a share of their sustained and impressive volume of business to instinctive 
"brand recognition". This is true both at bank branch level and bank head offices. Being a known 
"quantity" facilitates new business "leads" for these agencies, both on an informal level 
(referrals) and a formal level (joint initiatives). Such JLGC counterparts, are often automatically 
contacted, if and when 

A business encounters credit access challenges, 
A bank is hesitant to make available its normal range of services; 
A risk is perceived in a newlforeign market; 
Credit and payment conditions significantly worsen in an tradihonal market. 

Attainment of such instinctive "recognition", as the obvrous organization to call upon, is critical 
for JLGC's marketing initiatives to be fully cost effective. Once ths  "recogmtion" is attained, the 
flow of business to JLGC is likely to significantly increase, mirroring the experience in other 
countries. 



"Recognition" of this type, when it is connected with the supply of intangible services, like the 
guarantee products JLGC offers, clearly presents special challenges. Marketplace acceptance for 
an intangible must contend with frequently amorphous buyer appraisal criteria . Among others, 

Is this service really required; 
Is it affordably priced; 
Is it easy to understand; 
Is it/could it operate successfully; 
Is there a way that the company could provide the service itself. 

Each of these five criteria constitutes fundamental thresholds in the cycle of marketplace 
recognition. The time factor, a "track record", can play an especially important role in this 
overall process When a hstory of relevance -- a "track record" -- is confirmed for a service 
intangible, typically over a period of a number of years, marketplace acceptance is a direct 
corollary. More critically, marketplace recognition can, by its very nature, be self-sustaining, via 
word-of-mouth reference, end-user testimonial and the like 

The "natural" process of marketplace selection/recognition can be expedited by a number of 
tactical devices. In the instance of JLGC, these tactical devices would include 

Rightness of product/demand fit (term, loan amount, grace penod); 
Visibility at bank working levels (regular branch visits, information sessions for 
borrowerslparticipating banks); 
Sustained dialog with all potential stakeholders (banks, exporters, intermediaries) ; 
Enhanced ability to speak knowledgeably with clients about their businesses (sectoral issues, 
market trends, product payment cycles); 
Presence where/when potential business may be expected to develop (trade fairs, small 
business seminars, business symposia). 

RECOMMENDATIONS 

FURTHER CLARIFYING THE JLGC IMAGE 

JLGC must recognize as a top priority, both over the short-term and medium-term, the further 
clarification and detailing of its image in key target audiences. These audiences would include 
banks, exporters and such providers of related services as insurers, freight forwarders, foreign 
trade and commercial lawyers, accountants1 consultants. 

As a basic approach, JLGC promotional materials should target speczfic audzence interests to all 
the more effectively communicate how JLGC works and the role of JLGC guarantees. Wherever 
possible, promotional matenals should briefly highlight related "success stories". 

Such "success stories" should highlight: 



0 Businesses which have used the JLGC and have since been highly successful; 
-- The role that a JLGC loan guarantee played in enhancing credit access by the borrower; 

The creativity of JLGC in customizing a loan guarantee, to specifically fit the borrower's 
circumstances; 
The promptness of JLGC in responding to a loan guarantee application, fiom the time of 

- 
initial inquiry to formal JLGC approval. 

WIDENED UNDERSTANDING OF THE ROLE OF JLGC GUARANTEES 

JLGC's products must be widely seen as practically useful and easy-to-access. JLGC guarantee 
-. services should be readily understood as the appropriate instrument in a wide number of 
- particular cases 

- 
This would appear to be so already in the trailer sector, where domestic loan guarantee volume 

- has been significant and has been advanced by customization of the JLGC application. 
Comparable initiatives in other sectors, preferably those wrth a high growth and loan repayment 
potential, are to be encouraged. A corollary is that JLGC continue to be flexible in applying its - guarantee parameters and, therefore, reinforce the customer's (banklborrower) perception that 

-.- JLGC understands what they require now 

BROADER JLGC KNOWLEDGE OF SECTORAL CREDIT NEEDS 

- 
JLGC should continue to broaden, where required, its knowledge of the fundamental challenges 
facing bankshorrowers and the exporters being guaranteed. Inter alia, product/business 

-. development cycle, suitable repayment amortization; typical bank loan terms; appropriateness of 
the guarantee (JD amount vs. typical capital funding need for this kind of SME). 

-- 

This may require using the JLGC guarantee to "marry" longer-term sectoral payback periods 
with commercial lenders' preference to shorten loan repayment periods 

PRO-ACTIVE MANAGING OF THE JLGC GUARANTEE PORTFOLIO 

JLGC should consciously manage the composition of its guarantee portfolio. Portfolio 
composition and corporate image should be understood as links in the further crafting of the 
JLGC image This will likely require that JLGC be more "pro-active" and less "re-active" to 
bank requests and referrals. The intention would be for JLGC to consciously balance the sectoral 
composition of its portfolio, both fiom the standpoint of the product/service being offered and 
the sectorls and markets of principal end-use The objective would be to broaden beyond the 
image of a "handicraft sector" organization and underline JLGC's potential for diversity. 

STRENGTHENING TIES WITH GROWTH AND NICHE SECTOR INITIATIVES 



Further to Recommendation 5, JLGC should, as a matter of explicit strategy focus, "manage" its 
portfolio so that JLGC is more directly involved wth pioneering sectors of the Jordanian 
economy. 

As an example, to directly involve JLGC in the expanding pattern of IS0 90001 900119002 
certification among Jordanian enterprises. This could include formal partnering with finance 
sources (via provision of any necessary loan or prelpost-shipment guarantees). Both Industrial 
Development Bank and Export and Finance Bank have targeted the IS0 certification field and 
formal JLGC association with thls existing initiative, e g., joint sponsorship ,appears 
recommended. In this particular respect, the JLGC "contribution" would be to guarantee loans 
for smaller enterprises whose achievement of IS0 status would ease their entry, as sub- or prime 

- suppliers, on export markets JLGC would provide the repayment guarantee, Industrial 
Development Bank and Export and Finance Bank, the loan capital 

- 

REINFORCING JLGC'S SECTORAL "STAYING POWER" 

JLGC must be seen as having "staying power". Within the context of baszc lendingprudence, to 
continue guarantee support and portfolio exposure in a sector or type of business, even when the 
latter islare in a cyclical downturn. By so doing, JLGC will be able further refine its image and 
distinguish itself fiom the pattern of at least the more conservative members of the banking 
community In effect, to convert the notion of "banker of last resort" to JLGC's longer-term 
advantage. 

TIME FRAME: 12-36 Months - COST N/A 



4. OUTREACH TO THE BANKING SECTOR 

JLGC has a series of twenty-one participatory agreements with commercial banks in Jordan, 
establishing a formal structure for providing domestic loan guarantees to prospective borrowers. 
More recently, JLGC has secured comparable arrangements with fifteen banks in Jordan in 
regard to the new Export Credit Guarantee (ECG) program. 

During the period 199511996, some 27% of classified JLGC domestic loan guarantees (by 
individual loan guarantee count) originated with Housing Bank and a further 15% (by count) 
with Jordan-Kuwat Bank During the period January 1-August 10, 1997, the Housing Bank 
proportion of classified JLGC domestic guarantee business (by individual loan guarantee count) 
reached 52% Jordan-Kuwait Bank continued to represent a further 15% of JLGC's domestic 
guarantee business (by count). 

To date, the amount of business under the ECG program, both pre and post shipment, is slight 
and a clear pattern has yet to emerge 

For JLGC to expand its volume of domestic guarantee business, an organized campaign of 
outreach, selectzvely targeting both banks and bank branches less active in JLGC programs, 
appears indispensable. While JLGC has initiated a dialog with banks, systematic and sustained 
contact at branch level - identifying branch level concerns and loan guarantee requirements - is 
embryonic and, frequently, underdeveloped. 

A survey at bank branches, conducted as input to the present Marketing Plan, identified strong 
interest in learnmg more about JLGC's products and the latter's potential relevance to enhance 
loan origination at branch level. In this regard, as noted earlier, while there was a measure of 
familiarity with the domestic loan guarantee program, knowledge of the ECG facility was 
generally slight. 

A separate challenge is to extend the nurnber'of branches using JLGC's services, even among 
those banks which are relatively active in the JLGC guarantee program. At present, the number 
of branches orzgznating or recommending domestzc loans for JLGC guarantee is modest vis-a-vis 
the total number of bank branches m Jordan. Many of these latter may never originate a JLGC 
loan guarantee request but others surely will. JLGC should endeavor to significantly increase its 
branch business total and, hence, the marketing "reach" of JLGC. 

RECOMMENDATIONS 

INCREASING JLGC VISIBILITY AT BANK BRANCH LEVEL 

JLGC workzng level personnel should plan and commence a series of regular visits to a group of 
targeted bank branches. Initially, this should be commenced on a pilot project basis in order to 
determine and customize, per bank branch, the optimum frequency of visits and preferred 
themes. 



Given the general volume of loan applications reported during the survey of bank branches (as 
many as one hundred per branch per month) JLGC staff visits at least every month to targeted 
branches seem advisable. For especially active branches, visits may be increased to fortnightly 
basis. These visits should be seen as customized buszness development sessions, with JLGC 
representativels primarzly focusing on specifzc transactzon zssues and the particular 
relevancelutility of the JLGC guarantee. 

-- 

A Among regular themes that would be reviewed at such sessions: 
Any new changes introduced by JLGC in its basic range of products and operating 

- 

procedures and how they are lzkely to lmpact that partzcular bank and branch, 
.- Current loans under consideration by the branch for which a JLGC loan guarantee may be 

relevant; 
- 

-- 
a Joint business development opportunities, such as potential business calling, with bank 

branch staff. 

STRENGTHENING JLGC'S BANK BRANCH INFORMATION DATABASE 

- JLGC should further develop its existing bank branch information data base, identifying 
Key contacts; 
Field visits by JLGC staff (dates, principal issues covered); - 

0 Loan authorization limits by branch management sectoral specialization (if applicable) 
Collateral use restrictions; 
Current JLGC loan guarantee pipeline; 
Any limitations involving loan guarantee business wth JLGC. 

ENHANCED TRACKING OF BUSINESS DEVELOPMENT AT BRANCH LEVEL 

JLGC should broaden and computerize its existing system of tracking bank branch level business 
development. This would involve: 

Weekly summary reports on a standardized format (new loan guarantees, problem accounts, 
special sectoral or borrower category initiatives, joint JLGCfbank branch new business 
prospecting, information requests re JLGC rules and procedures); 
Business development plans for the following 1-2 weeks; 
Planned joint business development initiatives involving JLGC and branch personnel; 
Schedule of follow-up vrsits 

Such information should be organized to permit easy adaptation to a standardized, computer- 
mounted format This latter would allow for the establishment, as soon as possible, of a 
JLGCIbank branch business development database with extensive sub-category cross- 
referencing 

TIME FRAME: Commencement 1-2 Months Ongoing 
COST: Maximum 1-2 Person-Years (Business Development Staff) 



5. OUTREACH TO BUSINESS COMMUNITY 

In the past, JLGC has been conducting outreach to the business community. Currently, this is 
continuing but on an ad hoc basis While business and trade association development in Jordan is 
often only at the embryonic stage, such groupings do nevertheless exist and could serve as a 
communications ccconduity' to the wider business community. 

Mass marketing of JLGC services (electroniclprint media advertising, roadside signage, 
postunng), can be useful in terms of mamtaining a public "presence". However, its role should 
always be secondary to more focused outreach init~atives 

The objective of such targeted outreach on JLGC's part would be to diversify the kinds of forum 
through which JLGC communicates to its potential markets or "publics". In so doing, JLGC 
would be strongly advised to seek out partnerslsponsors in such initiatives, both to broaden the 
"reach" of the basic "message" and to limit direct spending by JLGC 

Co-operative advertising/ marketing are not unknown concepts in Jordan and ths  cost-effective 
approach to marketing is recommended Partners/sponsors might include banks, business support 
organizations (e.g., Rotary), trade groupings 

Particularly important for the ECG program would be the targeting of Jordanian business 
audiences organized in terms of end-use or supply sector (e.g., health, pharmaceuticals, fimshed 
garments, and crafts). In this respect, it appears advisable to target either potential growth sectors 
andlor sectors likely to make a positive net contribution in widening access by Jordan to world 
markets. 

RECOMMENDATIONS 

RE-INITIATING INFORMATION SESSIONS AMONG SECTORAL GROUPS 

JLGC should re-initiate a series of pro-active information sessions with sectoral groupings, 
however embryomc may be these groupings. Such sessions should not be structured as general 
information meetings. Rather, as forum to provide specific examples of how JLGC services can 
benefit their sector and practical illustrations of the kinds of assistance avazlable to them @om 
JLGC To increase audience interest, non-JLGC speakers should be invited to discuss a topic of 
current interest. 

Example. Expanding Jordan's share of international project procurement sub-contracting 
JLGC could detail where it may play a role as foreign payment guarantor. Non-JLGC 
speakerls could discuss project sub-contracting specifics and challenges. 



REINFORCED MONITORING OF SECTORAL TRENDSKREDIT CONCERNS 

JLGC should continue to extend its awareness of the current concerns of particular zndustry 
sectors so as to better speak thezr "language " concerning. 

Capital funding needs and challenges; 
Changes in minimum capitalization requirements; 
Significant adjustments to phyto-sanitary standards in foreign markets and other non-tariff 
barriers (NTBs), 
Methods of new market entry inter-alia, IS0 certification, consortia; 
Electromc Document Interchange (EDI) and its impact on methods of confirming foreign 
buyer purchase orders payment defaults ("'paper trail") 

Information gathering of this scope implies the compiling by JLGC, on a systematic and 
continuing basis, of sub- sector detail and current business conditions. Personnel should be 
identified who would be principally involved with this responsibility and be speczj?caZly 
mandated to organize such data to permit easy access. Whenever possible, indexation and cross- 
referencing of this information should be computerized (See Infomatics) 

SELECTIVE JLGC PARTICIPATION AT FOREIGN TRADE FAIRS 

JLGC should seek to participate, on a selective basis, in foreign trade fairs and missions where 
the relevance of its pre and post-shipment Export Credit Guarantees, would tend to be 
zmmedzately apparent to potential clients. In this regard, JLGC wl l  be following the successful 
pattern of comparable involvement by its more established counterparts, among others, EXIM 
and OPIC (USA); EDC (Canada) This could even include "back-room" participation m export 
sale negotiations, since pricing of the JLGC guarantee may be a factor in overall landed cost. 

PREVIEWING NEW PRODUCTS 

JLGC should establish a dialog with selected industry associations to provide a forum for, among 
others, prior testing of new guarantee products such as sector-wide or "group" guarantee cover. 

PARTICIPATION WITH INDUSTRY IN EARLY STAGE PLANNING 

JLGC should position itself, in outreach to industry, as their partner, and an integral component 
of that industry's plans, when such plans are bemg inltzally concezved In practice, when plans 
are being made ("pro-active"), not after they have been implemented ("re-active"). 

TIME FRAME: Immediate and Ongoing 
COST: Export Promotion Missions (US$8,000 per missiod3 missions per annum) 



6. OUTREACH TO INSURERS 

Senior management at larger enterprises in Jordan appears to appreciate the advantages of 
insuring against foreign buyer risk. However, SMEs in Jordan seem to be less clear about the 
benefits of insuring against foreign buyer risk. Discussions with insurers in Jordan imply that 
some of this latter resistance to insuring against risk may even be socio-cultural - a generations- 
old belief in "destiny" ("good" or "bad") and of the latter's inevitability. By way of illustration, 
Jordan's largest life insurer (80% market share) speaks of only 30,000 policyholders in a 
population of 4 5 Million persons. 

Insurers in Jordan have, nevertheless, been able to identify targets in the local economy that are 
-- receptive to the basic concept of risk cover. Partnering, on a pilot basis, with the local insurance 

-. 
industry, appears recommended; the intent would be to permit general brokerslagents of 
insurance to also selectively market the JLGC post-shipment guarantee. 

Such a step would demand that JLGC be prepared to "divide" its marketing efforts. Specifically, 
between what it can reasonably be expected to handle on its own, in terms of marketing and 
selling, and what it may not be in a position to address because of finite budgetary and human 
resources. The latter could be devolved to the general insurance trade. 

The use of general insurers to "sell" export credit cover is neither novel nor untested. In some 
markets where the insurance industry is highly developed (e.g., European Union), selling of 
national export credit cover via an established insurer is the principal method of product 
marketing1 delivery (i.e., in Germany, vla HERMES, Ireland through Insurance Corporation). 

RECOMMENDATIONS 

MANDATING INSURERS TO SELL THE JLGC POST-SHIPMENT PRODUCT 

JLGC should initiate preliminary discussions with insurers in Jordan to determine their interest 
in "selling" the JLGC post-shipment product, on a commission basis. These discussions should 
seek to confirm basic interest on the part of the insurance community. If this interest zs 
conJrmed, then operational modalities and "exclusive calling territory" (insurers: JLGC) would 
be negotiated and formally agreed 

JLGC PRODUCT FAMILIARIZATION FOR GENERAL LINES INSURERS 

JLGC must recognize that for widened marketing, as per Recommendation 16, to be successful, 
sellers of general lines of insurance wdl requlre training in the basics of the JLGC product. JLGC 
should be prepared to present intensive 2-3 day training seminars on the types of risks that 
will/will not be covered; the mechanics of submitting a clam; the business of insuring export 
credit risk; and the experience m other countries 

MONITORING BENEFITS OFJLGCnNSURERS ALLIANCE 



JLGC should establish a framework to assess any such joint marketing arrangements with 
insurers Net business development benefits to JLGC should be monitored regularly (monthly 
and quarterly basis) to limit the attendant risk of merely dividing premium income from which 
JLGC would otherwise be sole beneficiary. Moreover, the commission should also be 
c'incentivized" to discourage high-risk business prospecting by participating insurers. 
Specifically, JLGC should semi-annually review the quality of such referral business and provide 
a commission premium for referral business with minimal claims incidence. 

TIME-FRAME. Commencing 1-2 Months Ongoing 
COST: NIA 



7. STRENGTHENING TIES WITH GOVERNMENT ORGANIZATIONS 

Jordan's public sector is compartmentalized, with separate competencies and expertise. While 
this is advisable in some fields of public service delivery, it may present challenges to the 
optimal development of small enterprises and of their export trade. Both these fields can 
routinely call upon a wide spectrum of znter-related services. 

In the fields of small business development and foreign trade promotion, the advantage of joint 
program delivery, "one-stop shopping" has been recognized in many advanced economies Some 
examples: USA. EXIMI SBAI AID/ Commerce Department; Canada. EDCIBusiness 
Development BaMoreign Affairs and International Trade; Australia AUSTRADE JLGC 
initiative to strengthen small business development and export trade policy dialog, among public 
sector actors, seems worthy of close study 

JLGC's domestic loan guarantee program is, to a considerable degree, a participant in the policy 
"loop" for small enterprise development. JLGC is in contact with, for example, Queen Alia Fund 
and Investment Promotion Corporation, though these appear to be initiative-based or project- 
specific. 

For the moment, JLGC's newer Export Credit Guarantee program seems largely an "outsider" in 
the comparable export development policy "loop". The ECG program has, however, been in 
formal contact with potential partner organizations in the Jordanian public sector (e.g , JEDCO 
and participation at the recent MedPartneriat Conference in Amman). 

JLGC appears to remain outside certain potentially relevant export finance initiatives, inter alia, 
the World Bank's Export Development Loan, a US$40 Million facility allocated through the 
Central Bank and on-lent via some twelve participating local financial institutions. This credit 
could provide a useful venue for combimng pre-shipment export finance, repayment guarantee; 
and requisite support mechanisms for threshold exporting SMEs To date, no such melding has 
taken place. Continued initiatives by JLGC to address this gap ought to be sustained. 

RECOMMENDATIONS 

STRENGTHENING LINKAGES WITH THE DOMESTIC LOAN PROGRAMME 

In the case of the domestic guarantee program, JLGC should reinforce its dialog with recognized 
Jordanian orgamzations whose main business is to grow small enterprises, For example, Queen 
Alia Fund, Investment Promotion Corporation. This could involve discussion of and joint action 
regarding specific fields of initiative, recognizing all the while that policy dialog of this sort is 
not JLGC's principal line of activity. 

INCREASED JLGC INVOLVEMENT WITH FOREIGN TRADE MISSION PLANNING 

JLGC should endeavor to have itself regularly included in the discussion of and planning for 
export promotion events (trade fairs, missions, in-coming visits) like most other providers of 



export credits do as a matter of course. The aim would be to encourage such events in markets 
where JLGC expects to be on-cover and reinforce export promotion through provision of export 
credit guarantees. As well, to sensitize government and para-government agencies regarding 
foreign buyer creditworthiness criteria and their importance in formulating medium-term export 
development plans. 

INVOLVEMENT IN SPECIALIZED EXPORT FINANCE CREDIT FACILITIES AT 
THE PLANNING STAGE 

JLGC should establish a formal dialog with relevant stakeholders to have itself directly involved, 
at the planning stage, in export financing facilities like the World Bank's Export Development 
Loan; JLGC's contribution could be as repayment guarantor for loans to smaller enterprise 
borrowers via participating banks. This may also take the form co-sponsoring information 
sessions, using inter-linked themes of SME development, export opportunities, credit needs and 
repayment guarantees. 

TIME FRAME. Immediate & Ongoing 
COST. NfA. 



8. VISIBILITY IN BUSINESS CORE AREAS 

JLGC operates, at present, primarily fiom a single main office, in central Amman. This main 
JLGC office handles day-to-day application processing and back-office actiwties. As well, the 
main office acts as a principal site for meetings with potential loan guarantee clients and 
representatives of banks originating loan guarantees. 

JLGC has commenced a local calling program in Irbid (three times per week) using the facilities 
of the Central Bank of Jordan. Through a local branch of the Industrial Development Bank, - 

JLGC has also a delegated presence in Aqaba In both of these cases, specific local financing 
needs are being addressed and the impressive volume of loan guarantee requests from Irbid 
underscores the merits of such a marketing tactic. 

- 

A separate and, to date, highly successful initiative has been JLGC's Counseling Services Unit. 
This JLGC head office-based Umt facilitates borrower information access and business plan 
preparation for domestic loan guarantees. The Unit has recorded a large volume of borrower 
requests since launch in April 1997 An auxiliary presence in business core areas seems likely to 
generate even further activity for this Unit 

In general, JLGC has tended to concentrate its callmg programs on targets within banks. 
Visibility by JLGC within the wider business community, at "street-level", is often modest 
though there has been pamphleteering among some sectors, such as dentists and nursery schools. 
While loan guarantee services are not a mass-market financial product, experience in countries 
where JLGC counterparts have an established profile (USA, Canada, for example) confirms the 
link between branch office presence and business volume. 

Such branches tend to offer smaller compames and entrepreneurs a more direct method of 
contact with organizations that may otherwise seem "distant". The end result has been more 
SME business. If this basic concept applies in developed economies, where informaaon flow is 
wide and often instantaneous, it may be even be more valid for a transitional economy like 
Jordan with a strong sense of "community" but a more basic information infrastructure. 

- RECOMMENDATIONS 

SELECTION OF CORE BUSINESS AREAS FOR HIGHER VISIBILITY 

JLGC should identify a list of core small business areas where it would seek to raise JLGC 
visibility regarding its guarantee services Imtially, these target areas would be in the Greater 
Amman Municipality. These core business areas would represent the imtial focus for increased 
street-level JLGC visibility. 

JLGC INFORMATION SESSIONS AT BRANCH LEVEL 

JLGC should short-list local bank branches in target areas, further to Recommendation 22, who 
would be interested in co-hosting JLGC borrower information sessions. In establishing this list, it 



should be understood that some bank branches prefer to maintain their guarantee arrangement 
with JLGC on a confidential basis and without direct borrower knowledge. To address this 
concern, such borrower information sessions might be conducted on an znvztatzon onZy basis 

The utility of such branch-level borrower information sessions should be reviewed on a regular 
(quarterly) basis, with a view to increasing their frequency if found beneficial for JLGC's 
development of additional business. At the outset, such sessions should be held at least monthly 
on the bank branch level 

SETTING-UP JLGC "STREET LEVEL" OFFICES 

JLGC may wish to consider opening small, part-time staffed offices in core areas of small 
business activity For example Wadi As-Siyr Staffing might be alternated between JLGC 
business development personnel and representatives of the Counseling Services Unit. Such 
offices would serve as a local contact point for inquiries about JLGC7s range of guarantee 
products and help in bringing JLGC "closer7' to the small busmess community 

- 
TIME FRAME Immediate Commencement & Ongoing 

-. Local Office Opening, 3-6 Months 

- Quarterly Performance Review 
COST. N/A Except optional street-level offices 

- 



9. PRODUCT DEVELOPMENT & ENHANCEMENT OF DELIVERY - EXPORT 
CREDIT GUARANTEES (ECG) 

The Exporter Questionnare Survey and extensive contact with senior bank officials which, 
together, served as input in preparing the present Marketing Plan, underline the urgent need to 
diversify the pre- and post-shipment guarantee products. Moreover, to maintam a regular 
program of market research to ensure appropriateness of types of cover offered by JLGC. 

Typically, per shipment sizes among more successful Jordanian exporters, even relatively small 
enterprises, may be at least as large as the current ECG pre-shpment guarantee maximum of 
100,000 JD. Further, because payment terms often involve substantial up-front payments (as 
much as 50%) or sales are conducted on the basis of Confirmed LICs, the Jordaman exporter 
perception of pre-shipment finance need and of associated risk is often slight. 

Nevertheless, there zs a requirement for pre-shipment guarantees for exports, but this would 
appear to be with a significantly hgher JD maximum (even for small enterprises). Per buyer 
shlpment surveyed exporters as being more characteristically closer to 100,000 JD report value, 
even for example, manufacturers of specialized health care products whose end use markets are 
typically narrow This reflects, inter alia, minimum scale economies in ocean transport i.e., the 
need to pay forlfill a 20-Foot Container. Some sectors' average shipment slze may be smaller, 
but these seem to be the exception 

In its current whole turnover form, the JLGC post-shipment guarantee appears difficult to sell. 
In the Exporter Questionnaire Survey, most respondents perceived little payment risk in the 
greatest percentage of their exports; sales were either L/C based or substantially pre-paid in 
cash/comparable method. Their foreign buyers were typically established accounts and even 
abrupt changes in foreign currency were not yet having a significant adverse impact on foreign 
sales or payment terms to such buyers. The tradable services sector, such as consultancies, 
expressed some interest in "group-wide" or all-industry payment cover, with premiums adjusted 
lower on the basis of the "Law of Large Numbers" 

Exporters concede there may be limited post-shipment risk in certain of thezr export sales. 
Among destinations where risk was perceived: some of the Maghreb countries: Africa -South of 
Sahara; Yemen; Former Soviet Union; South America. (Because of the current UN-monitored 
Food-for-Oil program, exporter perception of post-shipment risk for sales to Iraq has appreciably 
lessened ) 

In these instances, the risk was not commercial (covered by JLGC, at present) but political (not 
covered by JLGC, at present) Hence, among possible new coverage areas for JLGC to consider: 

Inability to confirm an L/C based on changes in government regulations in importing 
countries; 
Unilateral suspension in the importing country of a buyer's access to convertible currency, 



Delays in remttance of sales revenue from consignment agents owing to changes in local 
banking regulations; 
Suspension of import privileges because of changes in .foreign trade rules in importing 
country 
Nationalization or re-nationalization ("creeping expropriation") of importing enterprise and 
suspension of existing Purchase Orders fiom foreign suppliers. 

RECOMMENDATIONS 

REVIEW THE PRE-SHIPMENT GUARANTEE CEILING 

The current pre-shipment guarantee maximum should be reviewed for upward adjustment. To 
limit the contingent liability borne by JLGC wth  such a higher ceiling maximum, the JLGC 
guarantee proportion on shipments in excess of 100,000 JD should be lowered from the current 
75% to 50% of shipment value. 

Further, JLGC should consider using ths  higher pre-shipment guarantee maximum only for 
markets where the either the exporter has not previously shipped or has confirmed evzdence from 
hisfher regular bank that such pre-shipment finance to a traditional market will not be available 
without a JLGC guarantee. 

COMMENCE SPECIFIC TRANSACTION GUARANTEES 

The post-shpment guarantee product must be diversified to include specific transaction 
(individual shpment) cover. Specific transaction payment guarantees should be priced to 
recognize the significantly increased likelihood of clams. Such specific transaction cover should 
be subject to a publicity campaign, including targeted marketing to business associations, banks 
and the local insurance trade The marketing theme of such specific transaction cover should 
focus on the speciJic rzsh in some export sales, e.g , "IF EVEN SOME OF YOUR EXPORTS 
ARE A CONCERN, CONTACT JLGC ". 

"SECTOR-WIDE" WHOLE TURNOVER GUARANTEES 

To encourage wider exporter participation in the Whole Turnover product, JLGC should 
endeavor to sign up an entire sector on the basis of "group-wide policy" cover. Premium cost for 
such cover would be proportionately reduced, in recognition of this larger premium base ("Law 
of Large Numbers") The modalities of such cover may involvejoznt marketzng in association 
with brokers of marine h-ndfiezght znsurance and common collection ofpremiums 

ECG COVER FOR SHIPMENTS VIA FOREIGN AGENTS 

JLGC post-shipment cover should also be available for exports conducted through foreign sales 
agents, on a consignment basis. In practice, JLGC would cover a) refusal of a foreign agent or 
representative to remit sales revenue to the Jordanian exporter and b) third party credit non- 



payment. As this would be a new area of cover for JLGC, and agency sales are per se not "third- 
party", a pilot project approach appears preferable in the prelimnary stages. 

SECTORAL CUSTOMIZATION OF CLAIMS PROCEDURES 

JLGC should formally recognize, in its underwriting procedures, that payment terms in sectors 
like consulting engineering, design and construction are periodic i.e , staggered throughout the 
life of a contract of sale. JLGC buyer default cover and claims procedures should acknowledge 
such sector-specific underwriting concerns This would mean establishing, case-by-case, relevant 
payment benchmark dates; realistic maximum overdue periods; and procedures for claims 
processing that are mutually agreeable to both JLGC and the Jordanian exporter. 

ENCOURAGE REFERRALS FROM BANKS 

To encourage client referral from participating banks, JLGC should consider cooperative or 
shared media advertising with banks and compensate partic~pating banks w~th a share in the 
premium charged the borrower Incentive payments of 25 basis points (0.25%) are reported to be 
the "going rate" in the market for cooperative programs involving banks and outside providers of 
services 

INCREASE BANK INVOLVEMENT IN GUARANTEE PROCESS 

US Exlm Bank and Canada's EDC both are using a designated lending authority concept, 
allocating a ceiling for smaller pre-export sh~pment finance for approval at deszgnated bank 
branches. This should be studied for utility in Jordan with intention of reducing paper burden for 
smaller transactions. To ensure banks maintain sufficient loan guarantee prudence, the JLGC 
guarantee would be reduced, during a period of initial performance review, to 50% 

PREPARE A COMPREHENSIVE GUIDE ON ECG OPERATION RULES AND 
EXPORT CREDIT CONDITIONS AND TERMS 

JLGC should prepare a comprehensive guide to the ECG program, focusing on detailed 
responses to questions that exporters might ask, including concerns that are sector-specific. This 
would constitute an in-house manual for JLGC staff involved with the program and, in a 
summary version, a promohonal material for communicating with exporters. The guide would 
also highlight JLGC market research, obtained by means of intensive exporter surveys and 
similar techniques, regarding payment condihons on foreign sales, order-to-shipment production 
cycle lengths and associated themes. 

TIME FRAME: 3 Months Product Development 
3-6 Months- Publicity for Specific Transaction Guarantees 
6 Months Bank-level Guarantee Approvals 
6 Months ECG Program Guide 6 Months, 12 Months, 18 Months, 24 Months & 36 Months 
Product development performance monitoring 
COST: Subject to extensive actuarial analysis, per Part I11 Marketing Plan. 



10. DOMESTIC LOAN GUARANTEES: REFINING THE BASIC PRODUCT 

JLGC's original business was and continues to be provision of domestic loan guarantees to 
participating Jordanian banks. The principal objective is to enhance financial market access for 
smaller enterprises and owner/operator entrepreneurs The current JLGC guarantee product is 
largely uniform, except that the degree of guarantee is diminished from 75% to 50% beyond 
40,000 JD to the 100,000 JD threshold maximum. The number of sectors eligible for the JLGC 
guarantee has been broadened Effective January 1, 1997, sectoral loan guarantee coverage has 
been increased to include the cornmercial/retail sector The lifting of this previous restriction 
could represent a significant advance for JLGC, as there is a large and vibrant retail industry in 
Jordan. 

In terms of basic underwriting parameters, the domestic loan guarantee product is largely 
uniform, irrespective of sector. Nevertheless, JLGC has been customizing its application format 
to address particular sectoral requlrements; example: truck trailers. A widening of this embryonic 
pattern is to be encouraged. 

Loans guaranteed by JLGC in 1996 averaged 21,000 JD in value. For very small-scale basic 
enterprises, including those, which are owner/operator, loans in this range may be adequate 
Start-up or expansion of more technically-challenged small enterprises, under-represented in the 
current JLGC portfolio mix but critical if Jordan is to move its increasingly open economy "up- 
market", often require rather much larger financial infusions to achieve mimmum scale. This 
would be especially so if JLGC targets growing company finance niches such as those associated 
with IS0 certification 

In the Bank Questionnaire, a large majority of respondents indicated that even wthout a JLGC 
guarantee, management approved their loans (by their admission, with periodic revision). By 
implication, therefore, a large percentage of credits for smaller enterprises, to the extent that 
banks approve them, take place without a JLGC guarantee. 

The hdamental sellzng challenge for JLGC is to encourage bank credit officers to more 
frequently consider the JLGC guarantee option in their regular flow of loans under consideration 

A separate issue may be that of JLGC's current method to assess commission from participating 
banks for JLGC guarantee cover. At present, this is on a before-use basis and regardless of 
degree of utilization. The intention is to encourage bank utilization ofpurchased JLGC guarantee 
cover. However, for banks less active with JLGC, this pnor-purchase method could temper 
interest in higher exposure ceilings A review of the overall and individual effect on banks seems 
advisable. 

RECOMMENDATIONS 

FURTHER CUSTOMIZATION OF DOMESTIC LOAN GUARANTEES 



JLGC's domestic loan guarantee product should be further customized to address the funding 
needs of expanding and leading edge economic sectors in Jordan. This could require larger loan 
average sizes in these sectors to match minimum funding needs. Alternatively, repayment terms 
and conditions. 

FLEXIBLE PERCENTAGES OF LOAN GUARANTEE 

The current loan guarantee maxim is uniform, regardless of loan or sector requirements. Higher 
levels of percentage of guarantee should be studied for emerging and export sectors, in reflection 
of their greater net contribution to the Jordanian macro-economy In practice, a sliding scale of 
percentage guarantee, depending on degree of product transformation, level of technology; and 
potentla1 to export. 

REVIEW THE METHOD OF CHARGING BANKS FOR GUARANTEES 

JLGC should review the advantageddisadvantages of levying the JLGC guarantee commission at 
the time a loan is actually guaranteed, in contrast wth current practice. For example, the 
merits/drawbacks of adoptmg the World Bank-type practice of charging one-quarter of the total 
guarantee premium at time of initial commitment, remsunder upon actual usage 

EXTENDING BRANCH LEVEL LOAN AUTHORIZATION AUTHORITY 

JLGC should initiate a dialog with both bank head offices and branches to identify the 
operatzonal modalzties of leveraging and extending branch level loan recommendations using the 
JLGC guarantee. For example, providing a guarantee only on the value of a loan that exceeds a 
bank's notional ceiling per loadborrower. 

TIME FRAME: Immediate commencement of program review 
Continuing for 2-3 years 
COST: N/A 



11. JLGC ORGANIZATION STRUCTURE AND THE WORK-FLOW PROCESS 

JLGC is presently structured on the basis of product/function. By contrast, institutions within the 
financial community and providers of related specialized services are increasingly adopting 
organizational structures focused on sector, geography or client size. The objective has been to 
permit customers more immediate access, "one stop-shopping", to the full range of the 
organization's services. 

The current JLGC organizational structure may have the tendency to encourage functional 
measures of performance. Individual department workload processing times, often zmpresszve 
and wzthzn one day, are seen as the basic tool for monitoring overall JLGC performance. 

The combined effect of customer interface with JLGC, from preliminary inquiry to final 
decision, and as seenfiom the standpoznt of the customer, understandably becomes less apparent 
under the current JLGC structure. Combzned efect on the customer should be regularly 
monitored and zncorporated as an zntegral component of a broadly defined marketzng strategy 

While preparation of a Human Resources (HR) plan is a task separate from the present Marketing 
Plan, the possible HR options that JLGC may wish to consider should be seen as having 
significant implications for the success of the present Marketing Plan, hence brief discussion in 
this Marketing Plan. 

Among possible HR options: 
Organizing client/JLGC contact on the basis of discrete geographical u t s ;  
Organizing JLGC around sectoral areas of concentration; 
Organizing client1JLGC contact on the basis of client size. All transactions greater than 
40,000 JD, including domestic loans, handled by the current ECG divlsion and all 
transactions below 40,000 JD concentrated on the current domestic loan guarantee 
department. 

Regardless of choice, JLGC should review for its overall potential to assist in marketing success, 
and the continued efficiency in processing the increased business volume that should follow, the 
option of restructuring of JLGC into two broad divisions: 

Corporate Operations. This would include both the domestic loan and ECG programs and the 
Counseling Services Unit. As a basic modus operandi, all staff in Corporate Operations 
would be expected to concentrate the bulk of their time on business development, directly 
interfacing mth banks and other potential customers In essence, a fbll-service Marketing 
Department. 
Corporate Services. Thls would include all "back-office" activities, inter alia, fmancial 
control, technical analysis of guarantee applications, claims adjudication; internal audit; 
international relations; and research 

A basic objective of such reorganization would be to clearly separate operationallmarketing fiom 
services functions within JLGC and develop associated scale economies. Separately, JLGC 



should initiate an operating procedure dialog with banks in Jordan, to determine preferred "best 
practices". This dialog would be conducted as an integral part of the overall process of enhancing 
JLGC's image with the banlung community and, in discussions wth the banking community, 
should be so described. 

"Best practices" would include: 

Methods of client referral, 
Communication of JLGC program changes to branch levels, 
Centralization vs decentralization of JLGCIbank contact, 
Jointly communicating with potential borrowers 

RECOMMENDATIONS 

REVIEW CURRENT JLGC ORGANIZATIONAL STRUCTURE 

JLGC should consider orgamzational restructuring as an integral component of marketing. There 
may be a number of JLGCfclient interface organ~zational options; among them. Geography; 
Sector; Borrower-Size 

ASSESS RELATIONSHIP BETWEEN JLGC STRUCTURE AND MARKETING 

JLGC should review the merits, @om a marketzng standpoznt, of the option of structuring 
internally on the basis of two broad categories, Corporate OperationsMarketing and Corporate 
ServicesLJndenvriting. 

INFORMING BANKS OF PRELIMINARY JLGC GUARANTEE ATTITUDE 

JLGC should establish targets for advising banksfclients of its preliminary position regarding 
guarantee requests. Elapsed time should be measured from the stage of initialfinformal inquiry. A 
formal tracking system should be established to permit monthly performance monitoring by 
senior JLGC management. 

"BEST PRACTICES" TO ENCOURAGE BANK USE OF JLGC SERVICES 

JLGC should commence an active dialog with banks less active in JLGC activities with a view to 
determining the most efficient, "best practices" method of handling their JLGC-related loan 
guarantee and related inquiries. Specifically, to determine what is the preferred method of 
applying the JLGC guarantee e.g., entire loan amount or only the proportion exceeding typical 
approval limits 

TIME FRAME: Immediate & Ongoing 2-3 Years 
COST NfA 



12. JLGC INFORMATICS STRUCTURE 

JLGC's current Management Information System (MIS) and Infomatics structure appear 
adequate for the present volume of JLGC domestic guarantee business 

If JLGC chooses to embrace the significantly more intensified marketing focus central to the 
present Marketing Plan, experience from other guarantee agencies who have undergone 
comparable marketing transitions points to a need to develop sophisticated borrower/buyer data 
bases This pattern strongly argues for a corresponding Infomatics capacity upgrade at JLGC too. 

Strengthening of JLGC's Infomatics structure would seek: 
To increase on-line contact with banks and other organizations in the financial community; 
To encourage more direct and ad hoc contact with JLGC's specialized outreach group, the 
Counseling Services Unit; 
To widen JLGC's real-time knowledge of foreign buyer and related credit conditions, 
To develop an easy-to-use "backward-chaining" Expert System or ES capable of generating a 
preliminary informal appraisal of guarantee applications at bank branch level.. This Expert 
System (ES) would have imbedded, within its "rules" or logic structure, all key JLGC 
guarantee parameters. 

A separate target of the overhaul of JLGC's Infomabcs capacity would be a sigmficant 
enhancement in the kinds of information captured on the basis of both actual guarantees 
approved and preliminary inquiries. 

This information would routinely identify- 
Borrower sub-sector; 
End-use sub-sector; 
Number of years borrower has been in business, 
Degree of export orientahon and principal markets; 
Use of loan proceeds (e.g., company start-up; equipment upgrade; physical plant; production 
inputs; computer hardware; computer software; traimng); 
City and sub-district (If Amman). 

This information would be included as input to the individual "rules" in the Expert System (ES) 
to broaden case experience in the ES raw data base and enhance ES relevance to bank branch 
level end-users. 

Over the longer-term, there may also be scope for JLGC mformation transmission via the World 
Wide Web, provided Internet access becomes more widespread in Jordan and electronic 
borrowerlbank interface ("Virtual Branches") is proven viable. Over the shorter-term, JLGC 
would be well advlsed to largely morutor this process of "electronic banking" until, for example, 
suitable levels of low-cost encryption become the norm. 



RECOMMENDATIONS 

SIGNIFICANT SOFTWARE UPGRADE TO HANDLE INCREASE DATA BASE 

UNIX server reinforced by software such as ORACLE, INGRESS or SYBASE This would 
permit the efficient handling of sigmficantly increased Client application volumes and ECG 
credit information data storage. 

MODEMS TO FACILITATE DATA EXCHANGE WITH BANKS 

Modems (Modulator/Demodulator), to perm~t data transmission between JLGC and banks using 
normal telephone line. 

MANAGEMENT OF SIMULTANEOUS VOICEIDATA COMMUNICATIONS 

Communications Manager for controlling voiceldata flow over common communication lines. 
This is a tool for priontizing or "managing" simultaneous in-coming voice and data messages. 

"HOT-LINE" TELEPHONE LINKS WITH HIGH USERS OF JLGC SERVICES 

Dedicated 'hot-line' connections, to enhance on-line contact w~th  h~gh-use bank clients 
..- 

EXPERT SYSTEM (ES) TO EXPEDITE LOAN APPLICATION REVIEW 

- Expert System e g., EXSYS, customized in backward-chaining rule structure to assist in 
preliminary analysis of loan guarantee applications at JLGC and banks and to help the latter to 
better understand what JLGC requires fiom a guarantee applicant. 

"REAL-TIME" BUSINESS INFORMATION DATA BASES 

Reuters or LexisINexis + Dun and Bradstreet subscnption to enhance real time knowledge of 
foreign trading conditions and buyers. 

- - 

ENHANCED BORROWER DETAIL ON JLGC INTERNAL DATA BASE 
- 

I 
Enhancement of coverage in JLGC portfolio database to strengthen borrowerlinquiry sectoral, 
geographic and company information 

I TIME FRAME: Planning, immediate 
HardwareISoftware Acquisition, 
Commencing 3 months & ongoing development over 12-24 months 
COST: Database Management System - JD25,000, Modems - JD3,000, Communications 
Manager - JD6,000, Dedicated Phone Lines- JD1,400, Expert System (Shell) - JD5,000, Expert 
System (Development) JD 1 0,000, Reuters, LexidNexis, Dun & Bradstreet - JD 10,000 
TOTAL: JD 60,400 



13. CHANGE MANAGEMENT 

The recommendations detailed in the present Marketing Plan will present JLGC with a 
significant workload. Implementation of those recommendations which are felt to be of merit by 
JLGC senior management and approved by its Board of Directors are likely to demand regular 
performance monitonng, at minimum on a monthly basis. 

As per practice in comparable change initiatives in other organizations, this performance 
monitoring or internal auditing should be conducted by JLGC senior managers not directly 
znvolved in the process of change itself. Use of an external, part-time consultant, to guide JLGC 
in the adminzstration of the change process, may also be worthy of consideration 

RECOMMENDATIONS 

REVIEW PROCESS FOR MONITORING MARKETING PLAN IMPLEMENTATION 

JLGC should consider the establishment of a Change Management Council to steer and monitor 
the implementation of those Marketing Plan recommendations, which are accepted by JLGC. 
The Change Management Council should meet at least monthly or, more frequently, if 
circumstances warrant. 

JLGC should review the advisability of drawing membership in such a Change Management 
Council be drawn from senior management of JLGC less directly involved in the change process. 

ASSESS MERITS OF PART-TIME EXTERNAL ADVISOR ON JLGC CHANGE 

JLGC should study the merits of appointmg a part-time, external advisor whose scope of work 
would be to help JLGC senior management monitor the marketing change process. Such an 
external advisor would operate under a hrghly speciJic terms of reference and mandate, lrmrted 
time flame and not duplicate finctions that existzng JLGC senzor management does and will 
conhnue to routinely perform 

COMPREHENSIVE SEMI-ANNUAL REVIEW AND UPDATE OF MARKETING PLAN 

JLGC should subject the process of change to a semi-annual internal review. At the same time, a 
comprehensive review of Marketing Plan effectiveness should be conducted, with amendment as 
and where required. 

TIME FRAME: Commencing 2-3 months Ongoing 2-3 Years 
COST Optional External Advisor - 10,000 JD per annum (part-time basis) 



APPENDIX I 

MARKETING PLAN 
PART I1 / JORDAN'S ECONOMY AND EXPORTS 



1. INTRODUCTION 

The Hashemite Kingdom of Jordan has an official population of 4.5 million persons (1997) 
plus a foreign worker population, largely Egyptian in origin, estimated at 300,000 persons. 

In the principal urban centers, Amman; Irbid; Zarqa, population density ranges as high as 479 
personslKm2 (Irbid) Settlement densities on this level are comparable to those recorded in 
the most heavily urbanized European countries. This level of urbanization in Jordan has 
positive implications in terms of the basic dynamic of establishing and sustaining private 
business. Equally, the potential that smaller enterprises can readily identify a profitable niche. 

Basic demand factors are additionally reinforced by a young average Jordanian population -- 
53% below 20 years of age - and fertility rates of approxmately 4 per female of childbearing 
age. 

2. GDP AND GDPICAPITA 

The Gross Domestic Product (GDP) of Jordan is projected to be, in USD Equ~valent, 
US$8 04 Billion or US$ 1787 per capita in 1997. This latter would place Jordan in a middle 
income category among developing countries 

Actual disposable income, as reflected both in the general level of commerce and recent 
business and residential construc~on, particularly in the Greater Amman Municipality, would 
appear to significantly exceed this national average. UNDP, in a recent estimate that controls 
for comparative purchasmg power, reports a figure of US$4187 per capita in Jordan (1997). 

In the case of Amman, the site of the lion's share of the Jordan's recorded economy, levels of 
. development and effective purchasing power may well be closer to conditions in lower 

income European Mediterranean countries such as Portugal and Greece (Purchasing Power 
Parity basis). This level of consumer spending and basic consumption should have largely 
positive implications for JLGCYs small business loan guarantee activity, especially should the 
latter targets growth sectors. 

3. ECONOMIC GEOGRAPHY 

Jordan lies along potentially major trans-shipment routes between Southern 
EuropeIMediterranean, the Gulf and West Asia. This applies equally to land and maritime 
transport (Port of Aqaba) and air traffic too. At the same time, Jordan's immediate geography 
consists of either larger (Syria, Iraq), wealthier (Saudi Arabia, UAE/Gulf) or advanced 
economies (Israel). 

In combination, this economic geography presents Jordanian products, goods and tradable 
services, with regional competitors whose relative factor-endowments can and frequently do 
represent challenges to expanded foreign market entry by many Jordanian businesses. 



Nevertheless, there is a core of successful Jordanian exporters, including a number of smaller 
ones with distinct overseas market niches 

4. EXOGENOUS IMPACTS 

The Jordanian economy has emerged in a rather healthy condition, despite significant 
external shocks. These latter would include the Second Gulf War of the early 199OYs, whch 
profoundly affected exports (volume, level of defaults) with one of Jordan's largest trading 
partners, Iraq Recently, shipments to Iraq have begun to recover in parallel with the UN- 
supervised food-for-oil agreement, with Banque Nationale de Paris as financing intermediary. 
Lack of a comprehensive Middle East peace agreement remains a separate exogenous factor 
wth  which Jordan's economy has had to contend. 

There is anecdotal evidence that these kinds of external factors may have acted as stimuli to 
some members of Jordan's export community to diversify their foreign customer base. New 
foreign market entry of this type represents the very kind of export re-positiomng which 
JLGC's newer pre- and post-shipment export guarantees, if appropriately refined, should be 
capable of supporting. 

5. JORDAN'S INDUSTRIAL BASE 

5.1 NATURAL RESOURCES 

The natural resource production and processing sectors constitute a central core of Jordan's 
GDP. The combination of the agri-food, mimng and manufacturing (largely, primary or first- 
stage) industries accounted for 21.1% of the reported GDP in 1996 (22 4% in 1992). This 
slight decline in the period 1992-1996 appears largely traceable to a downturn in the 
registered output of the agri-food sector, especially harvest of such bulk commodities as 
wheat and barley and citrus fruits. The natural resource sector's share of the Jordan GDP 
may have declined additionally in First Half 1997 mth a significant drop reported (source: 
Jordan Times) in both production and sales of potash. 

The wholesale and retail sectors, inclusive of the hotel and hospitality/ restaurant trade, 
accounted for 9.3% of the 1996 reported GDP (8.0% in 1992). This relative increase in the 
years 1992-1996 can be traced, in part, to significant further entry in this area of the 
Jordanian economy. This latter trend reflects comparatively low capital and associated entry 
bamers. 
Admimstrative and regulatory changes appear to have also had a notable impact. For 
example, in the early 1990's, the previous waiting penod before a pharmacy graduate could 
open a drugstore was waived. In the succeeding period, the number of pharmacies in Jordan 
has reportedly increased to some 1600 and appears to be nearing over-capacity 



Transport communication and storage, in combination, accounted for 1 1.5% of 1996 GDP 
(12.9% in 1992). The relative decline of this sector during 1992-1996 may reflect a 
significant drop in import tonnage through Aqaba Port and a flatfdeclining level of Aqaba 
Port export tonnage. Traffic via Aqaba has been recovering in the first seven months of 1997. 

A separate issue is the pace of growth in the telecommunications sector, a locomotive for 
wider macro and micro expansion in a growng number of developed and industrialinng 
economies To date, in Jordan, telecommunications has been lagging this trend Recent 
developments suggest an improving climate In the Jordan~an telecommunications sector, 
including permission for a private firm to install a network of pay telephones 

5.4 CONSTRUCTION 

The construction sector represented 6 6% of 1996 GDP (6.2% in 1992), maintaimng its 
relative share in Jordan's GDP. This sustained share of the GDP reflects a number of 
influences, including investment spending by Jordanians previously resident in the Gulf. As 
well, the continued inflow of disbursements fiom multilateral (inter alia, IBRD, Arab Fund 
for Economic and Social Development, Islamic Development Bank) and bilateral (Japan, 
Germany) official sources. However, the degree of local procurement on larger capital 
projects, e.g., the group of 5-star hotels currently being built, excluding basic building 
materials, appears likely to be modest 

5.5 GOVERNMENT SERVICES 

Producers of Government Services accounted for 15.4% of the 1996 GDP (1 5.9% in 1992) 
This may decline further in coming years provided the process of privatization is continued. 

6. ENTERPRISE SIZE IN JORDAN 

The vast majority of sub-industrial sectors in Jordan typically fall within JLGC's maximum 
domestic loan guarantee threshold of 50 employees. Hence, almost all enterprises in Jordan 
could potentially be targets of JLGC business development and outreach. The following are 
sector-specific average enterprise sizes and numbers of enterprises. 



GOODS PRODUCING 
SectorISub-Sector 
MINERALS 
Stone-Cutting/Quarrying 
AGRI-FOOD 
Meat/Poultry Slaughter 
Dairy 
VegetableIAnirnal Oils 
Grain Mill 
Bakery 
ChocolateISugar 
TEXTILES/FABRICS 
Made-up Textiles 
Knitting 
Carpets/Rugs 
APPAREL 
Wearing AppareVTailonng 
LeatherITanning 
Footwear 
FURNITURE 
Furniture 
Upholstery 
PAPER. 
Paper Products 
PRINTlNGff UBLISHING 
Printingff ublishing 
CHEMICALS 
Rubber Products 
Plastics 
NON-METALLICS 
Glass 
Non-Metallic Unclassified 
METALS 
Non-Ferrous 
Fabricated Metal Products 
MACHINERY 
Non-Electnc 
Transport Equipment 
Industrial 
RepairIMaintenance 
RA W DATA SOURCE: Industrial 

SUB-SECTORS: JORDAN 1994 
Average No. of Employees 

8.6 

46.6 
6.2 

15.6 
7.6 
6.9 

13 6 

3.5 
11.6 
23 8 

5 5 
8 4 
7 6 

3.6 
2.3 

23.8 

10.9 

12.5 
37.4 

11.1 
4.8 

27 6 
3.5 

26.9 
34.6 
2 4  

Survey, 1993 

Number of enterprises 

122 

2 1 
236 
97 
93 

1099 
44 

170 
83 
27 

1536 
272 
206 

1481 
534 

18 

28 1 

10 
96 

20 
1707 

16 
2299 

63 
22 

6997 



SERVICE-PRODUCING SUB-SECTORS: JORDAN 1994 
SectorISub-Sector 

HOSPITALITY 
HotelsRelated 
Restaurants 
PROFESSIONAL 
Software Consulting 
Legal 
Accounting 
Architecture1 Engineering 
Advertising 

Average No. of Employees I Number of enterprises 
I 

Photographic 
SANITATION 
Budding-Cleaning 
EDUCATION 
Primary Education 
HEALTH-CARE 
Medicalmental 
PERSONAL 
HYGIENEBEAUTY 
Washingmry Clean 
Hairdressing/Beauty 
RECREATIONAL 
Sporting Activity 

1.8 

RETAIL SUB-SECTORS: JORDAN 1994 

537 

41 5 

11.1 

2 0 

2 4  
1.7 

5.9 

Food, Beverage, Tobacco 
(Predominant) 
Food, Beverage, Tobacco 
(Specialized) 
Textiles, Clothing, 
Footwear 
Leather 
Hardware, Paint, Glass 
Household Appliances 
Pharmaceuticals, Medical, 
Cosmetics 
Other Specialized Retail 

5 2 

610 

2677 

45 1 
3797 

90 

RAW DATA SOURCE: Statistical Yearbook, I995 

1.5 

1 8  

2 0 

2.7 
2 4  
3 2 

2.4 

13335 

5124 

6465 

1847 
3301 

5 18 

3372 



CONSTRUCTION SECTOR: JORDAN 1994 
Region (Head Office Location) Average No. of No. of Enterprises 

Paid Employees 
AMMAN 3 1.4 482 

1 MA' AN 5.1 25 I 
I I 

RAW DATA SOURCE: Statfitical Yearbook, 1995 



10. JORDAN'S EXPORT TRADE 

10.1 ARAB COUNTRIES 

During the first half of the 1990s, domestic exports from Jordan became increasingly 
concentrated on shipments to Arab countries The relative share moved from 29 3% to 46.7% 
during 199 1-1 996 (1 990: 42 4%). Ths  conforms to the pattern in many other trading regions 
(North America, Europe Union) with a steadying-to-increasing proportion of intra-regional 
trade. Should ths  pattern continue in the case of Jordan, the coverage of political risk under 
JLGC's post- shipment guarantee, and the inclusion of an explicit risk premium on the pre- 
shipment guarantee, seems imperative 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: 
ARAB COUNTRIES 

10.2 ASIA 

1996 
46 7% 

Asia's share of Jordanian domestic exports dropped from 47.0% to 28 8% during 1991-1995 
(1990.45.0%), as a result of a declinelsteadying in shpments to India and a significant fall in 
Jordan's exports to the fastest growing major economy in the World, the People's Republic 
of China. 

The downturn in South-East Asian economies during first-half 1997, which is continuing, 
may temper general enthusiasm for new export initiatives in that region. At the same time, 
this turbulence can be normally expected to generate increased interest in post-shipment 
guarantee cover if appropriately positioned and competitively priced. 

RA W DATA SOURCE: Stat~tccal Yearbook, 1995; 1994; CBJ 

1995 
45.3% 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: ASIA 

1994 
42 8% 

10.3 EUROPEAN UNION 

1996 
N/A 

Exports to the European Union (EU) member countries grew from 3.1% to 7 9% of Jordan's 
total domestic exports during the period 1991-1996 (1990 3.6 %). Ths  increase is 
noteworthy. At the same time, the proportion remams significantly below that reported by a 
number of neighboring and Maghreb economies (e.g., Tunisia - 80%, source Financial 
Times, 22/9/97). These latter have become increasingly linked into the EU supply chains, in 
areas such as agri-food and finished garments 

1993 
41.6% 

RAW DATA SOURCE: Statistical Yearbook, 1995; 1994 

1995 
28.8% 

1992 
35.3% 

1991 
29.3% 

1994 
27.4% 

1990 
42 4% 

1992 
39.2% 

1993 
28.8% 

1991 
47.0% 

1990 
45 0% 



In part, this trend in neighboring and Maghreb economies reflects significant levels of 
Foreign Direct Investment (FDI) by manufacturing companies and backward-integrated 
retailers whose principal base of operations is the EU. JLGCYs pre and post-shipment 
guarantee products will require further refining (e.g , to cover non-arms length export sales) 
to accommodate this typical pattern of wider market penetration within the EU. 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: 
EUROPEAN UNION 

10.4 EAST EUROPERORMER SOVIET UNION (FSU) 

The East Europe and Former Soviet Union (FSU) share of Jordan's total domestic exports 
fell from 4.6% to 1.8% during 1991-1996 (1990: 4.0%) While the period was one of 
profound change in that particular region, it was also a period of consolidation and market 
share increase by a wide range of foreign suppliers in such fields as pharmaceuticals, medical 
products, processed foods, building supplies and specialized consulting services. 

1996 
7 9% 

To participate in the now increasingly stable East Europe/FSU market, Jordanian exporters 
will require from JLGC the same kinds of pre and post-shipment credit guarantees of whlch 
their international competitors have made extensive use to mnimize payment risk in 
exporting to that region. 

RA W DATA SOURCE: Statntzcal Yearbook, 1995; 1994, CBJ 

1994 
5 1% 

1995 
6.2% 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: 
E. EUROPERSU 

1993 
4 0% 

10.5 NORTH AMERICA 

North America's share of Jordman domestic exports rose from 0.4% to 1.5% during 1991- 
1995 (1990: 0 6%). The North American market remains the largest open market in the 
World. Those established exporters in Jordan who are currently shipping to North America 
perceive little risk in selling to that region Newer suppliers may, however, need the JLGC 
pre and post-shipment product, provided that these are offered in combination with a wider 
business opportunities/marketing strategy that would encourage Jordanian suppliers not yet 
selling to buyers there. 

1992 
3.0% 

1996 
1.8% 
RAWDATA SOURCE: Statistical Yearbook, 1995; 1994, CBJ 

1994 
1.7% 

1995 
1.7% 

1991 
3 1% 

1990 
3 6% 

1993 
4.8% 

1992 
2.5% 

1991 
4.6% 

1990 
4.0% 



10.6 SOUTH AMERICA 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: 
NORTH AMERICA 

South America represented a slight 0.4% of Jordan's domestic exports in 1995, identical to 
the 0 4% proportion recorded in 1991 (1990. 0 1%) While the region has certain systemic 
instability, it also a marketplace of wide opportunity This is especially true for Brazil and 
such economies of the "southern cone" like Chile and Argentina. Some smaller Jordanian 
exporters report they are commencing shipments to these markets. It is imperative that 
JLGC's ECG product addresses their specific buyer credit requirements 

1996 
N/A 
R4 W DATA SOURCE: Statistical Yearbook, 1995; 1994 

1995 
1 5% 

PERCENT SHARE OF JORDANIAN DOMESTIC EXPORTS: 
SOUTH AMERICA. 
1996 
N/A 

1994 
1.1% 

RA W DATA SOURCE: Statistical Yearbook, 1995; 1994 

1993 
1.1% 

1995 
0.4% 

1993 
0 6% 

1994 
0.8% 

1992 
1.1% 

1992 
0.7% 

1991 
0.7% 

1990 
0.4% 

1991 
0.4% 

1990 
0.1% 



APPENDIX I 

MARKETING PLAN 
PART I11 / BUSINESS SCENARIO COSTING 



BUSINESS COST ESTIMATION 

1. INTRODUCTION 

An integral component of the corporate re-engineering, the central theme of the proposed JLGC 
Marketing Plan, is a costing estimate of incremental business sensitivity. Simply put, what costs 
may JLGC potentially have to bear if it wishes to significantly increase its volume of business. 

The potential cost can be divided into two discrete categories 

I contingent liability 
I1 administrative overhead 

The current set of scenarios address the issue of contingent liability, based on a range of levels of 
claims incidence i.e. "effective liability." 

Administrative overhead is equally critical; however, estimate of such costs would be best 
addressed in a comprehensive review of JLGC's admimstrative structure and workflow methods 

2. CONTINGENT LIABILITY 

Contingent liability refers to the implicit financial risk in undenvriting a specific volume of 
business Calculation of such contingent liability should be a pre-condition of all strategic 
marketing decisions JLGC chooses to make 

Estimation of contingent liability is especially critical in determimng the potential cost of 
underwriting cover under terms of the post-shipment component of the new Export Credit 
Guarantee program 

3. POST-SHIPMENT GUARANTEES 

The key vmables in estimating potential liability are. 

a) Per shipment value 
b) Number of shipments 
c) Premium 
d) Percentage of premium retained by JLGC 
e) Frequency of claim 
f) Co-insurance ratio 
g) Claims recovery 

a) Per Shpment Value. The Exporter Questionnan-e Survey and dialog with the banking 
community in Jordan indicate minimum per shipment size on exports is frequently 
US$100000. This figure reflects a variety of basic economic considerations, including 
minimum scale economies on long-distance transport i.e. I x 20 Foot container. Of the 41 



individual buyer credit limits requested to date under the post-shipment program, only 6 were 
under $100000. 

To test contingent liability, several per shipment values will be used: US$ 100,000, US$150,000, 
uS$200,000. 

b) Number of Shipments. The current post-shipment cover is "Whole Turnover," that is, it 
would cover all of a Jordanian suppliers export receivables less L/Cs Even smaller 
companies, during the Exporter Questionnaire Survey, are reporting several individual 
shipments per year Larger companies have been requesting cover from JLGC for as many as 
1 2- 1 3 separate buyers. 

Accordingly, the estimates of contingent liability have been tested with an assumption of. 100 
Shipments. 

c) Premium. The current JLGC post-shipment premium ranges fiom 1.0% to 2.5%. A figure 
closer to 1% is the norm in Whole Turnover cover, and some export credit agencies are 
reported to charge significantly less than 1%. 

To examine contingent liability and potential premium revenue, the following premium 
calculations wdl be used. 1 %. 

d) Percentage of Premium Retained by JLGC The current reinsurance agreement with 
COFACE is based on a JLGC. COFACE division of premium revenue, excluding cases of 
claim, of 20% (JLGC): 80% (COFACE). COFACE also remits 32/100 of its 80% premium 
share, in a "finder's fee" arrangement, to JLGC In combination, the 20% JLGC share + 
32/100 of the COFACE 80% share, equal a total premium share to JLGC of about 46/100 per 
1.0 % 

For purposes of estimating premium income sensitivity, the following scenario of JLGC- 
COFACE premium sharing will be employed: 0.46: 0 54. 

e) Frequency of Claims. Post-shipment cover is, by definition, a high-risk sector of guarantee 
underwriting. Typically, even the most established of export credit insurers (USA: EXIM; 
Canada: EDC; UK: ECGDfNCM; France: COFACE; Germany: HERMES) provide cover for 
only a small percent of total national export and, characteristically, in risluer markets and to 
riskier buyers. This is the basic reality of the export credit business and one mth which JLGC 
mll also be obliged to contend. Of the 41 buyer credit limits requested to date under the post- 
shpment program (referred to in a above), 19 are for customers in WesterdSouthern Europe, 
17 to customers in the Middle EastjMaghreb, and 4 to the Former Soviet UmonIEastern 
Europe 

For purposes of contingent liability estimation, the following levels of claims frequency levels 
have been chosen: 1%; 2%; 4% 



f) Loss Compensation Ratio. This refers to the degree of cover, or compensation, provided by 
JLGC under the post-shipment guarantee. The current level for JLGC is 85%, though it 
should be noted that 90%-95% is more the norm among established export credit insurers 

For purposes of contingent liability estimation, a standard 85% will be uniformly applied. 

g) Claims Recovery The degree of claims recovery can vary widely and is subject to further 
variation, depending on accounting standard used. In general, claims recovery in the export 
credit field can be protracted and, not infrequently, costly Larger export credit agencies have 
the resources to pursue such cla~ms; ~t is unlikely, for the immed~ate fbture, that similar 
actions by JLGC would be cost effective 

For purposes of contingent liability estimation, a standard assumption will be of negligible 
claims recovery. 

SCENARIO 1.0: Assumptions 
I a) Per Shipment Size: I $100000 
I b) No. of Shpments: I 100 I 

I e) Claim Frequency: I 1% 1 

c) Premium 
d) JLGC Premium Share. 

I D Loss Compensation Ratio. 1 85% 1 

1% 
0.46% 

I n) Claims Recovery: I 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

= $46,000 
= $17,000 
= +$29,000 



SCENARIO 1.1: Assumptions 

SCENARIO 1.2: Assumptions 

a) Per Shipment Size: 
b) No. of Shipments: 
c) Premium: 
d) JLGC Premium Share: 
e) Clam Frequency: 
f) Loss Compensation Ratio: 
g) Claims Recovery. 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

I a) Per Shpment Size: 1 $100000 I 

$100000 
100 
1% 
0 46% 
2% 
85% 
----- 

= $46,000 
= $34,000 
= +$12,000 

I b) No. of Slupments I 100 I 
c) Premium: 
d) JLGC Premium Share: 
e) Claim Frequency: 
f) Loss Compensation Ratio: 
g) Claims Recovery: 

SCENARIO 1.3: Assumptions 
I a) Per Shipment Size: I $100000 

1% 
0.46% 
4% 
85% 
------ 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

I b) No. of shipments: I 100 1 

= $46,000 
= $68,000 
= ($22,000) 

1 C) Premium: 1 1% I 
d) JLGC Premium Share: 
e) Claim Frequency: 
f) Loss Compensation Ratio: 
g) Claims Recovery: 

0.46% 
10% 
85% 
------ 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

= $ 46,000 
= $170,000 
= $134,000 



SCENARIO 2.0 Assumptions 

I g) Claims Recovery: I ----- I 

a) Per Shipment Size: 
b) No. of Shipments: 
c) Premium: 
d) JLGC Premium Share. 

e) Claims Frequency: 
f) Loss Compensation Ratio. 

$150,000 
100 
1% 
0.46% 

1% 
85% 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

= $69,000 
= $25,500 
= +$44,500 

SCENARIO 2.1 Assumptions 

SCENARIO 2.2 Assumntions 

a) Per Shipment Size: 
b) No of Shipments. 
c) Premium: 
d) JLGC Premium Share: 
e) Claims Frequency: 
f) Loss Compensation Ratio: 
g) Claims Recovery: 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

$150,000 
100 
1% 
0.46% 
2% 
85% 
------ 

= $69,000 
= $51,000 
= +$18,000 

I C) Premium: 
A I 

I 1% I 

L 

I d) JLGC Premium Share. 1 0.46% I 

a) Per Shipment Size: 
b) No. of Shipments: 

$1 50,000 
100 

Total JLGC Effective Liability = $102,000 
NET TO JLGC = ($33,000) 

e) Clams Frequency: 
f) Loss Compensation Ratio: 

4% 
85% 



SCENARIO 2.3 Assumptions 
1 a) Per Shipment Size: I $150,000 I 
I b) No. of Shipments: 1 100 I 

( e) Claims Frequency: 
I 

1 10% I 
c) Premium: 
d) JLGC Premium Share: 

I f) Loss Compensation Ratio I 85% 

1% 
0.46% 

I g) Claims Recovery 1 ---- I 

SCENARIO 3.0 Assumptions 
a) Per Shipment Size. 
b) No. of Shipments. 
c) Premium: 
d) JLGC Premium Share: 
e) Claims Freauencv: 

JLGC Premium Revenue 
JLGC Effective Liability 
NET TO JLGC 

I fi Loss Comoensation Ratio: 

= $ 69,000 
= $255,000 
= ($1 86,000) 

L 

g) Claims Recovery: 

JLGC Premium Revenue 1 = $92,000 1 
JLGC Effective Liability 
NET T JLGC 

SCENARIO 3.1 Assum~tions 

I d) JLGC Premium Share: 
I 

1 0.46% I 

L 

a) Per Shipment Size: 
b) No. of Shipments: 
C) Premium: 

$200,000 
100 
1% 

e) Claims Frequency: 
f) Loss Compensation Ratio: 

2% 
85% - 

g) Claims Recovery: 

JLGC Premum Revenue 
JLGC Effective Liability 
NET TO JLGC 

------ 

= $92,000 
= $68,000 
= +$24.000 

1 



SCENARIO 3.2 Assumptions 
a) Per Shipment Size: 1 $200,000 

b) No. of Shipments. I 100 

JLGC Premium Revenue I = $ 92,000 

c) Premium: 
d) JLGC Premium Share. 
e) Claims Frequency. 
f) Loss Compensation Ratio: 
g) Claims Recovery. 

JLGC Effective Liability 
NET TO JLGC 

1% 
0.46% 
4% 
85% 
------- 

JLGC Premium Revenue 1 = $ 92,000 

SCENAFUO 3.3 Assumptions 
a) Per Shpment Size. 
b) No. of Shipments 
c) Premium: 
d) JLGC Premium Share. 
e) Claims Frequency: 
f) Loss Compensation Ratio 
g) Claims Recovery: 

$200,000 
100 
1% 
0.46% 
10% 
85% 
--- 

JLGC Effective Liability 
NET TO JLGC 

= $340,000 
=($248,000) 



COMMENT 

There is a potential for the post-shipment guarantee program to be marginally profitable, 
excluding admimstrative overhead, provzded the level of clazms does not exceed 2% per value of 
shpments covered 

If the claims incidence averages 4% or greater, there appears a strong potential for the post- 
shipment program to record operatzng losses, excluding administrative overhead This 
calculation is based on average per shipment values no greater than $200,000 

The current post-shipment guarantee program permits a ceiling of $4 Million per buyer On the 
basis of the 20% JLGC. 80% COFACE reinsurance agreement and an 85% default compensation 
ratio, the contingent liability to JLGC for compensation to a Jordanian exporter on this maximum 
scale would be $680,000 or 4.5% JLGC's present capitalization. While a claim on ths  level may 
be unlikely, inter alia because of underwriting safeguards at COFACE, it remains a possibility 
under current rules of the post-shipment program. 

If JLGC chooses to maintain a maximum cover per buyer on this scale, it seems strongly 
advisable all buyer credit guarantees likely to have a significant effect on the JLGC capital base, 
in the case of claim, be formally accompanzed by a parallel assessment to senzor management of 
actuarial zmplicatzons and of zmplzczt JLGC underwrztzng lzabilzty 

4. PRE-SHIPMENT GUARANTEES 

The current pre-shipment guarantee program provides a 75% guarantee to a normal maxlrnum 
shipment value of JD100,OOO. Premium is levied at an annual rate of 1.5% of the guaranteed 
amount 

The JLGC guarantee risk is not shared/syndicated among outside underwriters 

Key variables in estimating contingent liability 

a) Shipment value. Dialog with the exporting commuty and input from several Jordanian 
banks indxates the current maximum of 100,000 JD is closer to the minimum value for more 
established exporters. 

For purposes of contingent liability calculation, a figure of 100,000 JD per shipment will be 
employed. 

b) Premium Value. The current rate is a uniform percentage, regardless of 
export market of shipment. 

For purposes of contingent liability calculation, a IS-% annual premium will be assumed. 



c) Production cycle. The Exporter Questionnaire Survey and pre-shipment guarantees 
confirmed by JLGC to date indicate the typical cycle from order to shipment is generally not 
in excess of 180 days and frequently less. 

For purposes of contingent liability calculation, three measures will be used. 60 days, 90 days, 
and 180 days. 

d) Business Volume. To date, interest in the pre-shipment guarantee product has been slight: 
two guarantees issued and two guarantees under consideration 

For purposes of contingent liability calculation, business volume will be estimated at 50 
guarantee per annum, 100 guarantees per annum. 

e) Guarantee Level The current level is a uniform 75% For purposes of contingent liability 
calculation, this level will be retained 

SCENARIO 1.0 
(a) Shipment Value: 
(b) Premium Value: . . 
(c) Production Cycle. 
(d) Business Volume: 

(a) 100,000 JD 
(b) 1.5% . . 

(c) 60 Days 
(d) 50 Loans . . . . 

I (e) Guarantee %: I (e) 75 % I 
JLGC Cumulative Contingent LiabilityIAnnum 
JLGC Premium Income/Annum 
JLGC Contingent Liability/Production Cycle 
JLGC Premium IncomeProduction Cycle 
JLGC Loss Pay Out/Annum 0.5% Claim Rate 
JLGC Loss Pav Out/Annum 1 .O% Claim Rate 

= 22.5 Million JD 
= 56,250 JD 
= 3.75 Million JD 
= 9,375 JD 
= 1 12,500 JD 
= 225000 JD 

I e) Guarantee %: 1 5% 

SCENARIO 2.0 

JLGC Cumulative Contingent Liability/Annurn 
JLGC Premium Income/Annum 
JLGC Contingent LiabilityProduction Cycle 
JLGC Premum IncomeProduction Cycle 
JLGC Loss Pay OutIAnnum 0 5% Claim Rate 
JLGC Loss Pay Out/Annum 1 .O% Claim Rate 

a) Shipment Value: 
b) Premium Value. 
c) Production Cycle: 
d) Business Volume: 

-- 

= 1 5.0 Million JD 
= 56,250 JD 
= 3.75 Million JD 
= 14,063 JD 
= 75,000 JD 
= 150,000 JD 

00000 JD 
.5% 
0 Days 
0 Loans 



SCENARIO 3.0 
a) Shipment Value: I 100.000 JD * 

b) Premium Value: 
c) Production Cycle: 
d) Business Volume: 
e) Guarantee %: 

JLGC Cumulative Contingent LiabilitylAnnum 
JLGC Premium IncomeIAnnum 
JLGC Contingent LiabilityIProduction Cycle 
JLGC Premium Income/Production Cycle 
JLGC Loss Pay Out / h u m  0.5% Claim Rate 
JLGC Loss Pay Out / h u m  1 0% Claim Rate 

180 Davs 
50 Loans 
75% 

= 7 5 Million JD 
= 56,250 JD 
= 3 75 Million JD 
= 28,125 JD 
= 37,500 JD 
= 75.000 JD 

COMMENT 

As presently structured, these scenarios of revenuelliab~lity for the pre-shipment guarantee 
program identify szgniJicant concerns as to baszc actuarzal soundness Example the scenario of 
a 60 day order-to-payment cycle, 50 guarantees per period at the current 100,000 JD loan 
maximum would produce annual contingent liability to JLGC of 22 5 Million JD vs annual 
premium income of 56,250 JD. Even at a 0 5% rate of claims incidence, income would not cover 
the cost of clazms 

Though the JLGC net improves, assuming a 90 day order-to-payment cycle, revenue would still 
not cover cost of clazms at a 0 5% rate of clazm mczdence On a 180 day, order-to-payment cycle, 
revenue would slightly exceed potential cost of claims at the 0.5% claim incidence level but 
revenue would fall short of cost of claim at a 1 0% rate of clazm znczdence 

If t h ~ s  program is to be operated as a self-funding "profit center," its actuarial soundness needs a 
comprehensive and urgent review. 

5. DOMESTIC LOAN GUARANTEES 

Estimating the contingent liability of the domestic loan guarantee program, as presently 
constituted, involves several assumptions. 

a) Loan Guarantee Maximum. There is a 100,000 JD loan guarantee maxlmurn, effective 
January 1,1997. 

For purposes of estimating JLGC contingent liability, this loan guarantee maximum will be used. 

b) Degree of Guarantee. The degree of guarantee is 75% up to 40,000 JD, 50% on the portion of 
a loan above 40,000 JD. To date, the number of loan guarantees above 40,000 JD has been 
modest. The weighted average of degree of guarantees in 1996 was 65%. 



For purposes of estimating contingent liability, this 65% average will be retained. 

c) Guarantee Premium. A uniform premium of 1 5% is levied per bank on the pre-purchased 
guarantee ceiling. 

This current 1 5 %  premium will be retained in the estimates to follow 

d) Business Volume. Operating expenditures for the Domestic Loan Guarantee programs are 
currently estimated at 174,000 JD (1996. JLGC Annual Report) Expressed in terms of 
required yearly average purchase by banks of loan guarantee ceiling, t h s  would translate 
(assuming no parallel increase in operating expenditures) of 1 1.6 Million JD 

In the estimates of contingent liability, the following level of year one, day one guarantee 
business volume will be used: 13 3 Million 

e) Loan maturity. Loan maturity on recent JLGC domestic loan guarantees has been typically 
ranging fiom 36 to 60 months 

For purposes of estimating contingent liability, the following loan maturity terms will be used: 
36; 48 months 

f) Grace Period As a general principle, the longer the grace period, the larger the premium 
income. JLGC's present loan guarantee portfolio 
averages a grace period of as much as 54 months. 

For purposes of presenting a "least case" scenario in terms of premium income, 0 months grace 
period wl l  be used 

g) Claims. The incidence of claims is reported by JLGC to be currently 2%. For purposes of 
estimatmg contingent liability, the followng levels of claims incidence will be used: 2%; 
3%; 4%. Compensation will be on the basis of the current procedure of 6 months of the 
guaranteed balance outstanding. 

SCENARIO 1.0 

I 9) Claim Incidence: 
I 

1 2% 

a) Loan Volume: 
b) Degree of Guarantee: 
c) Amount Guaranteed: 
d) Premium: 
e) Loan Term: 
fl Grace Period: 

JLGC PREMIUM REVENUE- YEAR ONE = 174,000 JD 

20.4 Million JD 
65% 
13.3 Million JD 
1 5%/Annum 
36 Months 
0 Months 



JLGC EFFECTIVE LIABILITY: YEAR ONE = 94,568 JD 
NET YEAR ONE = +79,432 JD 

JLGC PREMIUM REVENUE. YEAR TWO 
JLGC EFFECTIVE LIABILITY. YEAR TWO 
NET YEAR TWO 

JLGC PREMIUM REVENUESYEAR THREE 
JLGC EFFECTIVE LIABILITY-YEAR THREE 
NET YEAR THREE 

I TOTAL NET - THREE YEARS = +134,001 JD 

SCENARIO 1.1 
a) Loan Volume: 1 20.4 Million JD 

JLGC PREMIUM REVENUE: YEAR ONE = 174,000 JD 

b) Degree of Guarantee: 
c) Amount Guaranteed. 
d) Premium: 
e) Loan Term: 
f) Grace Period 
e) Claim Incidence: 

JLGC EFFECTIVE LIABLITY: YEAR ONE 
NET YEAR ONE 

65% 
13 3 Million JD 
1 5%/ANNUM 
36 Months 
0 Months 
3% 

JLGC PREMIUM REVENUE:YEAR TWO 
JLGC EFFECTIVE LIABILITY.YEAR TWO 
NET YEAR TWO 

JLGC PREMIUM REVENUE.YEAR THREE 
JLGC EFFECTIVE LIABILITY-YEAR THREE 
NET YEAR THREE 

= 41,429JD 
= 47,284 JD 
= (5,855 JD) 

TOTAL NET - THREE YEARS = +39,440 JD 



JLGC PREMIUM REVENUE YEAR ONE = 174,000 JD 

SCENARIO 1.2 

JLGC EFFECTIVE LIABILITY YEARONE 
NET YEAR ONE 

JLGC PREMIUM REVENUE:YEAR TWO 
JLGC EFFECTIVE LIABIL1TY:YEAR TWO 
NET YEAR TWO 

JLGC PREMIUM REVENUE:YEAR THREE 
JLGC EFFECTIVE LIABIL1TY:YEAR THREE 
NET YEAR THREE 

TOTAL NET THREE YEARS 

a) LOAN VOLUME: 
b) DEGREE OF GUARANTEE: 
c) AMOUNT GUARANTEED: 
d) PREMIUM. 
e) LOAN TERM: 
f) GRACE PERIOD: 
g) CLAIM INCIDENCE: 

= 189,135 JD 
= (15,135 JD) 

20.4 Million .ID 
65% 
13.3 MILLION JD 
1 5%/ANNUM 
36 MONTHS 
0 MONTHS 
4% 

= 107,714 JD 
= 126,090 JD 
= (1 8,376 JD) 

= 41,429 JD 
= 63,045 JD 
= (21,616 JD) 



I 

g) CLAIM INCIDENCE. ( 2% 

SCENARIO 2.0 

~ G C  PREMIUM REVENUE YEAR ONE ' = 180,214 JD 
JLGC EFFECTIVE LIABILITY .YEAR ONE = 70,926 JD 

NET YEAR ONE = +109,288 JD 

a) LOAN VOLUME: 
b) DEGREE OF GUARANTEE: 
c) AMOUNT GUARANTEED. 
d) PREMIUM. 
e) LOAN TERM: 
f) GRACE PERIOD: 

JLGC PREMIUM REVENUE:YEAR TWO 
JLGC EFFECTIVE LIABIL1TY:YEAR TWO 

NET YEAR TWO 

20.4 MILLION JD 
65% 
13 3 MILLION JD 
1.5%/ANNUM 
48 MONTHS 
0 MONTHS 

JLGC PREMIUM REVENUE YEAR THREE 
JLGC EFFECTIVE LIABILITY .YEAR THREE 

NET YEAR THREE 

TOTAL NET THREE YEARS = +231.917JD 
SCENARIO 2.1 
a) LOAN VOLUME: 1 20.4 MILLION JD 

JLGC EFFECTIVE LIABIL1TY:YEAR ONE 
NET YEAR ONE 

b) DEGREE OF GUARANTEE: 
c) AMOUNT GUARANTEED: 
d) PREMIUM. 
e) LOAN TERM 
f) GRACE PERIOD: 
g) CLAIMS INCIDENCE. 

JLGC PREMIUM REVENUE:YEAR TWO 
JLGC EFFECTIVE LIABIL1TY:YEAR TWO 

NET YEAR TWO 

65% 
13 3 MILLIONJD 
1 5%/ANNUM 
48 MONTHS 
0 MONTHS 
3% 

JLGC PREMIUM REVENUE:YEAR THREE 
JLGC PREMIUM REVENUE:YEAR THREE 

NET YEAR THREE 

JLGC PREMIUM REVENUE: YEAR ONE = 180,214 JD 

TOTAL NET THREE YEARS 



I SCENARIO 2.2 

JLGC PREMIUM REVENUE-YEAR TWO 
JLGC EFFECTIVE LIABIL1TY:YEAR TWO 

NET:YEAR TWO 

a) LOAN VOLUME: 
b) DEGREE OF GUARANTEE: 
c) AMOUNT GUARANTEED: 
d) PREMIUM: 
e) LOAN TERM: 
f) GRACE PERIOD: 
g) CLAIM INCIDENCE 

JLGC PREMIUM REVENUE:YEAR THREE 
JLGC EFFECTIVE LIABIL1TY:YEAR THREE 

NET YEAR THREE 

20.4 MILLION JD 
65% 
13 3 MILLION JD 
1 5%/ANNUM 
48 MONTHS 
0 MONTHS 
4% 

I I TOTAL NET THREE YEARS = +72,334JD 

JLGC PREMIUM REVENUE:YEAR ONE = 180,214 JD 
JLGC EFFECTIVE L1ABILITY:YEAR ONE = 141,851 JD 

NET.YEAR ONE = + 38,363 JD 



COMMENT 

The revenueleffective liability scenarios for the domestic loan guarantee program highlight the 
potential to more than absorb cost of claims at significantly expanded levels of JLGC loan 
guarantee activity, provided the rate of clazms can be mazntained at a 2% level 

However, zfthe rate of clazms reaches even the 3% level, under a 36-month, nil grace period 
scenario, by Year Three, revenue would fall short of cost of clazms Further, losses would be 
conszstently recorded zn each year at a 4% rate of clazms znczdence, under the 36 month, nil 
grace period scenario. With the loan term set at 48 months, over the course of the first 36 months 
of repayments, premzum revenue would conszstently exceed the cost of clazms, though this JLGC 
premium revenue net of claims would diminish sigmficantly at the 4% claims incidence. 

This 36-month term vs. longer repayment period distinction is of both strategic and actuarial 
significance, in terms of JLGC potential to expand its volume of guarantee business with 
Jordanian banks The latter typically prefer loan term maxim to not exceed 3 years vs. current 
JLGC guarantees which are averaging approximately 50 months in the case of Housing Bank 
loan guarantees and 33 months for all bank guarantees 



MMENDATIONS IN BRIEF 

CATEGORY: 
POSITION PRODUCT PROCESS 

I 

TIME REQUJRED 

- 

Mission Statement J 
Clarifying Image J 
Understandmg Guarantees J 
Wider Knowledge Credit Needs J 
Pro-Actlve Portfolto Management J 

I Ties with Growth Sector/Niches J 

- 
MONTH 1 
MONTH 1 
MONTH 1-12 
MONTH 3 
MONTH 3 
MONTH 3 

I 

Sectoral "Staymg Power" J 
Bank Branch Visibility J 
JLGC Bank Branch Database J 

Busmess Development Trackmg J 
Sectoral Information Sessions J 
Monitorm~ Sectoral Sessions J J 

Policy Loop Domestic Programme J 
Policy Loop Trade Mission Plans J 
Plannmg Stage Exvort Fmance J 

CONTINUOUS 
MONTH 1 
MONTH 2 
MONTH 2 
MONTH 3 
MONTH 1 - 

Trade Falr Participation J J J 
Previewmg New Products J J 
Early Stage Industry Plannmg J J 
Insurers to sell post-Shipment ECG J 
Insurers ECG Product Knowledge J 

Monitorma JLGCfinsurer Benefits J 

Selectmg Core Busmess Areas I I J  
Branch Level Information Sessions 14 I 

- - 

MONTH 4 
MONTH 2 
CONTINUOUS 
MONTH 3-4 
MONTH 2 
MONTH 6 

I I I 

JLGC Street-Level Offices IJ I 
ECG Pre-Shipment Ceilmg I J 
ECG Soecific Transaction Cover J 

i 1 I 

ECG Sector-Wide Guarantees I I J  IJ 
ECG Cover for Foreign Agents J 
ECG Clams Customization 1 J 

I 1 I 

ECG Referrals from Banks I IJ 
ECG Involvement of Banks J 
ECG Ooerations Guide J 

I I I 

Domestic Loan Customization I I J 
Domestic Loan Flexibility J J 
Domestlc Loan Premlum Charges J 
Domestic Loan Branch Powers I I J I J  
JLGC Organizabon Structure I I J 

Prelimmaw attitude Re Guarantees I I  I J 
"Best ~rac;ices" JLGCBank Llnks 

I I , 
I IJ 

Infomatics: Software Upgrade IJ 

CONTINUOUS 

MONTH 1 1 

MONTH 1 1 

MONTH 2 

, MONTH 3 1 

MONTH 1 

MONTH 4 I 

I I 

Infomatics. JLGCAank "Hot-Lme" I 14 I MONTH 3 

A - 
Infomatics Modems J 
Infomatics Voice/Data Communications J 

MONTH 1 
MONTH 2 



No. 

45 
46 
47 

DESCRIPTION 

48 
49 
50 

Infomatlcs Expert System 
Infomatics External Database 
Infomatics JLGC Loan Database 

CATEGORY: 
POSITION PRODUCT PROCESS 

Monltormg Plan Implementation 
Plan Implementatlon Advisor 
Semi-Annual Plan Reviews 

TIME REQUIRED 

J 

J 
J 

MONTH 6 
MONTH 3 
MONTH l 

J 

J 
J 

MONTH 1 
MONTH 1 
MONTH 6 



DATE: October 23, 1997 
TO: SAID HAMMAMI, JLGC 

FROM: MORTON ROODMAN, 
MARKETING ADVISOR 

RE: KEY TASKS - PROPOSED SECOND STAGE 
MARKETING PLAN IMPLEMENTATION 

This memo will serve as a summary of the tasks concerning the Marketing Plan 
implementation, further to my sense of related JLGC business development and 
marketing priorities. 

As I have explained, and wish to re-affirm in this memo, it is my feeling that this 
process optimally begins in about 4-6 weeks time, once the current series of fact- 
finding missions are completed and the information that has been gathered has 
been "digested." 

This timing also flows from separate and equally critical information gathering 
involved that I would be responsible for and intend to accomplish during this 
intervening and proposed "away" period. This latter information-gathering, relates 
to such issues as pricing of comparable types of specific transaction and "group- 
wide" cover by export credit agencies and types of "standard" cover that may be 
offered. 

TASK 1. ECG - SPECIFIC TRANSACTION COVER 
Define target sectors, countries 
Types of buyers (e.g. local private sector, MNE7s) 
Maximum period of cover 
Re-insuring 
Conditions of cover (e.g. single transaction, limited number of multiple 
shipments to same buyedmarket, group of countries) 
Pricing (flat rate, flexible rate witldwithout administration charge) 

TASK 2. ECG - PRE-SHIPMENT GUARANTEES 
Raising present per shipment ceiling 
Lowering % of guarantee cover 



Pricing and pricing modalities (monthly, quarterly, minimum two reporting 
periods, etc.) 
Business referral system (e.g. 0.25% fee) 

TASK 3. ECG - POST-SHIPMENT "GROUP-WIDE" COVER 
Outreach to sectoral groups 
Pricing options 
Methods of premium collection 
Types of cover (standard-limited, special-all inclusive) 

TASK 4. BRANCH-LEVEL INFORMATION SESSIONS 
Selection of target branches 
Planning key themes 
Advising re specialized promotional materials 

TASK 5. INVOLVEMENT IN SPECIALIZED SME FINANCING 
Dialog with potential stakeholders (Central Bank, Amman Financial 
Market, IDB, Export & Finance Bank) 
Refining JLGC role 
Outreach to potential SME participants to confirm interestlmodalities 

Please review the above and advise me of reaction/decision. 



Given the general volume of loan applications reported during the survey of bank branches (as 
many as one hundred per branch per month) JLGC staff visits at least every month to targeted 
branches seem advisable. For especially active branches, visits may be increased to fortnightly 
basis These visits should be seen as customized business development sessions, with JLGC 
representativels primarzly focuszng on specijk transaction issues and the partzcular 
relevancelutility of the JLGC guarantee. 

Among regular themes that would be reviewed at such sessions. 
Any new changes introduced by JLGC in its basic range of products and operating 
procedures and how they are lzkely to impact thatpartzcular bank and branch, 
Current loans under consideration by the branch for whlch a JLGC loan guarantee may be 
relevant; 
Joint business development opportumties, such as potential business calling, with bank 
branch staff. 

STRENGTHENING JLGC'S BANK BRANCH INFORMATION DATABASE 

JLGC should further develop its existing bank branch information data base, identifying 
Key contacts; 
Field visits by JLGC staff (dates, principal issues covered); 

0 Loan authorization limits by branch management sectoral specialization (if applicable) 
Collateral use restrictions, 
Current JLGC loan guarantee pipeline; 

0 Any limitations involving loan guarantee business with JLGC. 

ENHANCED TRACKING OF BUSINESS DEVELOPMENT AT BRANCH LEVEL 

JLGC should broaden and computerize its emsting system of tracking bank branch level business 
development. This would involve: 

Weekly summary reports on a standardzed format (new loan guarantees, problem accounts, 
special sectoral or borrower category initiatives, joint JLGChank branch new business 
prospecting, information requests re JLGC rules and procedures); 
Business development plans for the following 1-2 weeks; 
Planned joint business development initiatives involving JLGC and branch personnel; 
Schedule of follow-up visits 

Such informahon should be organized to permit easy adaptation to a standardized, computer- 
mounted format. This latter would allow for the establishment, as soon as possible, of a 
JLGChank branch business development database with extensive sub-category cross- 
referencing. 

TIME FRAME: Commencement 1-2 Months Ongoing 
COST: Maximum 1-2 Person-Years (Business Development Staff) 



5. OUTREACH TO BUSINESS COMMUNITY 

In the past, JLGC has been conducting outreach to the business commmty. Currently, this is 
continuing but on an ad hoc basis. While business and trade association development in Jordan is 
often only at the embryonic stage, such groupings do nevertheless exist and could serve as a 
communications "conduit" to the wider business community 

Mass marketing of JLGC services (electroniclprint media advertising, roadside signage, 
posturing), can be useful in terms of maintaining a public "presence". However, its role should 
always be secondary to more focused outreach initiatives. 

The objective of such targeted outreach on JLGC's part would be to diversify the kinds of forum 
through which JLGC communicates to its potential markets or "publics". In so doing, JLGC 
would be strongly advised to seek out partnerslsponsors in such initiatives, both to broaden the 
"reach" of the basic "message" and to limit direct spending by JLGC 

Co-operative advertising1 marketing are not unknown concepts in Jordan and this cost-effective 
approach to marketing is recommended Partners/sponsors might include banks, business support 
organizations (e g., Rotary), trade groupings. 

Particularly important for the ECG program would be the targeting of Jordanian business 
audiences organized in terms of end-use or supply sector (e.g., health, pharmaceuticals, finished 
garments, and crafts). In this respect, it appears advisable to target either potential growth sectors 
andlor sectors likely to make a positive net contnbution in widening access by Jordan to world 
markets. 

RECOMMENDATIONS 

RE-INITIATING INFORMATION SESSIONS AMONG SECTORAL GROUPS 

JLGC should re-initiate a senes of pro-active information sessions with sectoral groupings, 
however embryonic may be these groupings. Such sessions should not be structured as general 
information meetings Rather, as forum to provide specific examples of how JLGC services can 
benefit their sector and practical illustrahons of the kinds of assistance available to them @om 
JLGC To increase audience interest, non-JLGC speakers should be invited to discuss a topic of 
current interest. 

Example: Expanding Jordan's share of international project procurement sub-contracting. 
JLGC could detail where it may play a role as foreign payment guarantor. Non-JLGC 
speakerls could discuss project sub-contracting specifics and challenges. 



REINFORCED MONITORING OF SECTORAL TRENDSfCREDIT CONCERNS 

JLGC should continue to extend its awareness of the current concerns of partzcular industry 
sectors so as to better speak thew "language" concerning: 

Capital funding needs and challenges; 
Changes in minimum capitalization requirements; 
Significant adjustments to phyto-sanitary standards in foreign markets and other non-tariff 
barriers (NTBs), 
Methods of new market entry inter-alia, IS0 certification, consortia, 
Electronic Document Interchange (EDI) and its impact on methods of confirming foreign 
buyer purchase orders payment defaults ("paper trail"). 

Information gathering of this scope implies the compiling by JLGC, on a systematic and 
continuing basis, of sub- sector detall and current business conditions. Personnel should be 
identified who would be principally involved with this responsibility and be speczjkally 
mandated to organize such data to permit easy access. Whenever possible, indexation and cross- 
referencing of this information should be computerized (See Infomatics). 

SELECTIVE JLGC PARTICIPATION AT FOREIGN TRADE FAIRS 

JLGC should seek to participate, on a selective basis, in foreign trade fairs and missions where 
the relevance of its pre and post-shipment Export Credit Guarantees, would tend to be 
zmmedzately apparent to potential clients. In this regard, JLGC will be following the successful 
pattern of comparable involvement by its more established counterparts, among others, EXIM 
and OPIC (USA); EDC (Canada). This could even include "back-room" participation in export 
sale negotiations, since pricing of the JLGC guarantee may be a factor in overall landed cost. 

PREVIEWING NEW PRODUCTS 

JLGC should establish a dialog with selected industry associations to provide a forum for, among 
others, prior testing of new guarantee products such as sector-wde or "group" guarantee cover. 

PARTICIPATION WITH INDUSTRY IN EARLY STAGE PLANNING 

JLGC should position itself, in outreach to industry, as their partner, and an integral component 
of that mdustry's plans, when such plans are being znztzally conceived In practice, when plans 
are being made ("pro-active"), not after they have been implemented ("re-active") 

TIME FRAME: Immediate and Ongoing 
COST: Export Promotion Missions (US$8,000 per missiod3 missions per annum) 



6. OUTREACH TO INSURERS 

Senior management at larger enterprises in Jordan appears to appreciate the advantages of 
insuring against foreign buyer risk. However, SMEs in Jordan seem to be less clear about the 
benefits of insuring against foreign buyer risk. Discussions with insurers in Jordan imply that 
some of this latter resistance to insuring against risk may even be socio-cultural - a generations- 
old belief in "destiny" ("good" or "bad") and of the latter's inevitability. By way of illustration, 
Jordan's largest life insurer (80% market share) speaks of only 30,000 policyholders in a 
population of 4.5 Million persons 

Insurers in Jordan have, nevertheless, been able to identifl targets in the local economy that are 
receptive to the basic concept of risk cover Partnenng, on a pilot basis, with the local insurance 
industry, appears recommended, the intent would be to permit general brokerslagents of 
insurance to also selectively market the JLGC post-shpment guarantee. 

Such a step would demand that JLGC be prepared to "divide" its marketing efforts. Specifically, 
between what it can reasonably be expected to handle on its own, in terms of marketing and 
selling, and what it may not be in a position to address because of finite budgetary and human 
resources. The latter could be devolved to the general insurance trade. 

The use of general insurers to "sell" export credit cover is neither novel nor untested. In some 
markets where the insurance industry is highly developed (e.g., European Union), selling of 
national export credit cover via an established insurer is the principal method of product 
market~ngl delivery (i.e., in Germany, via HERMES, Ireland through Insurance Corporation). 

RECOMMENDATIONS 

MANDATING INSURERS TO SELL THE JLGC POST-SHIPMENT PRODUCT 

JLGC should initiate preliminary discussions wth insurers in Jordan to determine their interest 
in "selling" the JLGC post-shipment product, on a commission basis. These discussions should 
seek to confirm basic interest on the part of the insurance community. I f  this interest is 
confirmed, then operational modalities and "exclusive calling territory" (insurers: JLGC) would 
be negotiated and formally agreed. 

JLGC PRODUCT FAMILIARIZATION FOR GENERAL LINES INSURERS 

JLGC must recognize that for widened marketing, as per Recommendation 16, to be successful, 
sellers of general lines of insurance will require training in the basics of the JLGC product. JLGC 
should be prepared to present intensive 2-3 day traning seminars on the types of risks that 
wilVwill not be covered; the mechanics of submitting a claim; the business of insuring export 
credit risk; and the experience in other countries. 

MONITORING BENEFITS OFJLGC/INSURERS ALLIANCE 



JLGC should establish a framework to assess any such joint marketing arrangements with 
insurers. Net business development benefits to JLGC should be monitored regularly (monthly 
and quarterly basis) to limit the attendant risk of merely dividing premium income from which 
JLGC would otherwise be sole beneficiary. Moreover, the commission should also be 
"incentivized" to discourage high-risk business prospecting by participating insurers 
Specifically, JLGC should semi-annually review the quality of such referral business and provide 
a commission premium for referral business with mimmal claims incidence. 

TIME-FRAME. Commencing 1-2 Months Ongoing 
COST. N/A 



7. STRENGTHENING TIES WITH GOVERNMENT ORGANIZATIONS 

Jordan's public sector is compartmentalized, with separate competencies and expertise. Whlle 
this is advisable in some fields of public service delivery, it may present challenges to the 
optimal development of small enterprises and of their export trade. Both these fields can 
routinely call upon a wide spectrum of znter-related services. 

In the fields of small business development and foreign trade promotion, the advantage of joint 
program delivery, "one-stop shopping" has been recognized in many advanced economies Some 
examples USA EXIMI SBN AID1 Commerce Department, Canada: EDC/Business 
Development Bank/Foreign Affairs and International Trade; Australia AUSTRADE JLGC 
initiative to strengthen small business development and export trade policy dialog, among public 
sector actors, seems worthy of close study. 

JLGC's domestic loan guarantee program is, to a considerable degree, a participant in the policy 
"loop" for small enterprise development JLGC is in contact with, for example, Queen Alia Fund 
and Investment Promotion Corporation, though these appear to be initiative-based or project- 
specific. 

For the moment, JLGC's newer Export Credit Guarantee program seems largely an "outsider" in 
the comparable export development policy "loop". The ECG program has, however, been in 
formal contact with potential partner organizations in the Jordanian public sector (e g , JEDCO 
and participation at the recent MedPartneriat Conference in Amman) 

JLGC appears to remain outside certain potentially relevant export finance initiatives, inter alia, 
the World Bank's Export Development Loan, a US$40 Million facility allocated through the 
Central Bank and on-lent via some twelve participating local financial institutions This credit 
could provide a usehl venue for combining pre-shipment export finance; repayment guarantee; 
and requisite support mechanisms for threshold exporting SMEs. To date, no such melding has 
taken place. Continued initiatives by JLGC to address this gap ought to be sustained. 

RECOMMENDATIONS 

STRENGTHENING LINKAGES WITH THE DOMESTIC LOAN PROGRAMME 

In the case of the domestic guarantee program, JLGC should reinforce its dialog with recognized 
Jordanian organizations whose main business is to grow small enterprises; For example, Queen 
Alia Fund, Investment Promotion Corporation This could involve discussion of and joint action 
regarding specific fields of imtiative, recognizing all the while that policy dialog of this sort is 
not JLGC's principal line of activity. 

INCREASED JLGC INVOLVEMENT WITH FOREIGN TRADE MISSION PLANNING 

JLGC should endeavor to have itself regularly included in the discussion of and planning for 
export promotion events (trade fairs, missions, in-coming visits) like most other providers of 



export credits do as a matter of course. The aim would be to encourage such events in markets 
where JLGC expects to be on-cover and reinforce export promotion through provision of export 
credit guarantees. As well, to sensitize government and para-government agencies regarding 
foreign buyer creditworthiness cnteria and their importance in formulating medium-term export 
development plans. 

INVOLVEMENT IN SPECIALIZED EXPORT FINANCE CREDIT FACILITIES AT 
THE PLANNING STAGE 

JLGC should establish a formal dialog wth relevant stakeholders to have itself directly involved, 
at the planning stage, in export financing facilities like the World Bank's Export Development 
Loan; JLGC's contribution could be as repayment guarantor for loans to smaller enterprise 
borrowers via participating banks This may also take the form co-sponsoring information 
sessions, using inter-linked themes of SME development, export opportunities, credit needs and 
repayment guarantees 

TIME FRAME: Immediate & Ongoing 
COST: N/A. 



8. VISIBILITY IN BUSINESS CORE AREAS 

JLGC operates, at present, primarily from a single main office, in central Amman. This main 
JLGC office handles day-to-day application processing and back-office activities. As well, the 
main office acts as a principal site for meetings with potential loan guarantee clients and 
representatives of banks originating loan guarantees. 

JLGC has commenced a local calling program in Irbid (three times per week) using the facilities 
of the Central Bank of Jordan. Through a local branch of the Industrial Development Bank, 
JLGC has also a delegated presence in Aqaba. In both of these cases, specific local financing 
needs are being addressed and the impressive volume of loan guarantee requests from Irbid 
underscores the merits of such a marketing tactic 

A separate and, to date, highly successful initiative has been JLGC's Counseling Services Umt. 
This JLGC head office-based Umt facilitates borrower information access and business plan 
preparation for domestic loan guarantees. The Unit has recorded a large volume of borrower 
requests since launch in April 1997. An auxiliary presence in business core areas seems likely to 
generate even further activity for this Unit. 

In general, JLGC has tended to concentrate its calling programs on targets within banks. 
Visibility by JLGC wthin the wider business commumty, at "street-level", is often modest 
though there has been pamphleteering among some sectors, such as dentists and nursery schools 
While loan guarantee services are not a mass-market financial product, experience in countries 
where JLGC counterparts have an established profile (USA, Canada, for example) confirms the 
link between branch office presence and business volume. 

Such branches tend to offer smaller companies and entrepreneurs a more direct method of 
contact with organizations that may othenvlse seem "distant". The end result has been more 
SME business. If this basic concept applies in developed economies, where information flow is 
wide and often instantaneous, it may be even be more valid for a transitional economy like 
Jordan with a strong sense of "community" but a more basic information infrastructure. 

RECOMMENDATIONS 

SELECTION OF CORE BUSINESS AREAS FOR HIGHER VISIBILITY 

JLGC should idenofy a list of core small business areas where it would seek to rase JLGC 
visibility regarding its guarantee services. Initially, these target areas would be in the Greater 
Amman Mmcipality. These core business areas would represent the initial focus for increased 
street-level JLGC visibility. 

JLGC INFORMATION SESSIONS AT BRANCH LEVEL 

JLGC should short-list local bank branches in target areas, further to Recommendation 22, who 
would be interested in co-hosting JLGC borrower information sessions In establishing this list, it 



should be understood that some bank branches prefer to maintain their guarantee arrangement 
wth  JLGC on a confidential basis and without direct borrower knowledge. To address this 
concern, such borrower information sessions might be conducted on an invztation only basis 

The utility of such branch-level borrower information sessions should be reviewed on a regular 
(quarterly) basis, with a view to increasing their frequency if found beneficial for JLGC's 
development of additional business. At the outset, such sessions should be held at least monthly 
on the bank branch level. 

SETTING-UP JLGC "STREET LEVEL" OFFICES 

JLGC may wish to consider opening small, part-tlme staffed offices in core areas of small 
business activity For example: Wadi As-Siyr Staffing might be alternated between JLGC 
business development personnel and representatives of the Counseling Services Unit Such 
offices would serve as a local contact point for inqmries about JLGC's range of guarantee 
products and help in bringing JLGC "closer" to the small business community 

TIME FRAME. Immediate Commencement & Ongoing 
Local Office Opening, 3-6 Months 
Quarterly Performance Review 
COST. N/A Except optional street-level offices 



9. PRODUCT DEVELOPMENT & ENHANCEMENT OF DELIVERY - EXPORT 
CREDIT GUARANTEES (ECG) 

The Exporter Questionnaire Survey and extensive contact with senior bank officials whch, 
together, served as input in preparing the present Marketing Plan, underline the urgent need to 
diversify the pre- and post-shipment guarantee products. Moreover, to maintain a regular 
program of market research to ensure appropriateness of types of cover offered by JLGC. 

Typically, per shipment sizes among more successful Jordanian exporters, even relatively small 
enterprises, may be at least as large as the current ECG pre-shipment guarantee maximum of 
100,000 JD. Further, because payment terms often involve substantial up-front payments (as 
much as 50%) or sales are conducted on the basis of Confirmed L/Cs, the Jordanian exporter 
perception of pre-shipment finance need and of associated risk 1s often slight 

Nevertheless, there is a requirement for pre-shipment guarantees for exports, but this would 
appear to be with a significantly higher JD maximum (even for small enterprises). Per buyer 
shpment surveyed exporters as being more characteristically closer to 100,000 JD report value, 
even for example, manufacturers of specialized health care products whose end use markets are 
typically narrow This reflects, inter aha, minimum scale economies in ocean transport i.e., the 
need to pay forlfill a 20-Foot Container. Some sectors' average shpment size may be smaller, 
but these seem to be the exception. 

In its current whole turnover form, the JLGC post-shipment guarantee appears difficult to sell 
In the Exporter Questionnaire Survey, most respondents perceived little payment risk in the 
greatest percentage of their exports, sales were either L/C based or substantially pre-paid in 
cashlcomparable method. Their foreign buyers were typically established accounts and even 
abrupt changes in foreign currency were not yet having a significant adverse impact on foreign 
sales or payment terms to such buyers. The tradable services sector, such as consultancies, 
expressed some interest in ccgroup-wide" or all-industry payment cover, wth  premiums adjusted 
lower on the basis of the "Law of Large Numbers". 

Exporters concede there may be limited post-shipment risk in certain of thezr export sales. 
Among destinations where risk was perceived- some of the Maghreb countries; Africa -South of 
Sahara; Yemen; Former Soviet Union; South America. (Because of the current UN-monitored 
Food-for-Oil program, exporter perception of post-shipment nsk for sales to Iraq has appreciably 
lessened ) 

In these instances, the risk was not commercial (covered by JLGC, at present) but political (not 
covered by JLGC, at present). Hence, among possible new coverage areas for JLGC to consider: 

Inability to confirm an L/C based on changes in government regulations in importing 
countries, 
Unilateral suspension in the importing country of a buyer's access to convertible currency, 



Delays in remittance of sales revenue from consignment agents owing to changes in local 
banking regulations; 
Suspension of import privileges because of changes in .foreign trade rules in importing 
country 
Nationalization or re-nationalization ("creeping expropriationy') of importing enterprise and 
suspension of existing Purchase Orders from foreign suppliers. 

RECOMMENDATIONS 

REVIEW THE PRE-SHIPMENT GUARANTEE CEILING 

The current pre-shipment guarantee maximum should be reviewed for upward adjustment To 
lrmit the contingent liability borne by JLGC with such a higher ceiling maximum, the JLGC 
guarantee proportion on shipments in excess of 100,000 JD should be lowered from the current 
75% to 50% of shipment value. 

Further, JLGC should consider using this higher pre-shipment guarantee maximum only for 
markets where the either the exporter has not previously shipped or has confirmed evzdence from 
hisher regular bank that such pre-shipment finance to a traditional market will not be available 
without a JLGC guarantee. 

COMMENCE SPECIFIC TRANSACTION GUARANTEES 

The post-shipment guarantee product must be diversified to include specific transaction 
(individual shipment) cover. Specrfic transaction payment guarantees should be priced to 
recognize the significantly increased likelihood of claims. Such specific transaction cover should 
be subject to a publicity campaign, including targeted marketing to busrness associations, banks 
and the local insurance trade. The marketing theme of such specific transaction cover should 
focus on the speciJic risks zn some export sales, e.g., "IF EVEN SOME OF YOUR EXPORTS 
ARE A CONCERN, CONTACT JLGC ". 

"SECTOR-WIDE" WHOLE TURNOVER GUARANTEES 

To encourage wider exporter participation in the Whole Turnover product, JLGC should 
endeavor to sign up an entire sector on the basis of "group-wide policy" cover. Premium cost for 
such cover would be proportionately reduced, in recognition of this larger premium base ("Law 
of Large Numbers"). The modalities of such cover may involve joznt marketing in assoczatzon 
with brokers of marine bndfiezght insurance and common collection ofpremzums 

ECG COVER FOR SHIPMENTS VIA FOREIGN AGENTS 

JLGC post-shipment cover should also be available for exports conducted through foreign sales 
agents, on a consignment basis. In practice, JLGC would cover a) refusal of a foreign agent or 
representative to remit sales revenue to the Jordanian exporter and b) third party credit non- 



payment. As this would be a new area of cover for JLGC, and agency sales are per se not "third- 
party1', a pilot project approach appears preferable in the preliminary stages. 

SECTORAL CUSTOMIZATION OF CLAIMS PROCEDURES 

JLGC should formally recognize, in its underwriting procedures, that payment terms in sectors 
like consulting engineering, design and construction are periodic i.e., staggered throughout the 
life of a contract of sale. JLGC buyer default cover and claims procedures should acknowledge 
such sector-specific underwriting concerns This would mean establishing, case-by-case, relevant 
payment benchmark dates, realistic maximum overdue periods; and procedures for claims 
processing that are mutually agreeable to both JLGC and the Jordanian exporter 

ENCOURAGE REFERRALS FROM BANKS 

To encourage client referral from participating banks, JLGC should consider cooperative or 
shared media advertising with banks and compensate part~cipating banks w~th  a share in the 
premium charged the borrower Incentive payments of 25 basis points (0.25%) are reported to be 
the "going rate" in the market for cooperative programs involving banks and outside providers of 
services. 

INCREASE BANK INVOLVEMENT IN GUARANTEE PROCESS 

US Exim Bank and Canada's EDC both are using a designated lending authority concept, 
allocating a ceiling for smaller pre-export shipment finance for approval at  deszgnated bank 
branches. This should be studied for utility in Jordan with intention of reducing paper burden for 
smaller transactions To ensure banks maintain sufficient loan guarantee prudence, the JLGC 
guarantee would be reduced, during a period of initial performance review, to 50%. 

PREPARE A COMPREHENSIVE GUIDE ON ECG OPERATION RULES AND 
EXPORT CREDIT CONDITIONS AND TERMS 

JLGC should prepare a comprehensive guide to the ECG program, focusing on detailed 
responses to questions that exporters might ask, including concerns that are sector-specific. This 
would constitute an in-house manual for JLGC staff involved with the program and, in a 
summary version, a promotional matenal for communicating with exporters. The guide would 
also highlight JLGC market research, obtained by means of intensive exporter surveys and 
similar techniques, regarding payment conditions on foreign sales, order-to-shipment production 
cycle lengths and associated themes. 

TIME FRAME: 3 Months Product Development 
3-6 Months- Publicity for Specific Transaction Guarantees 
6 Months Bank-level Guarantee Approvals 
6 Months ECG Program Guide 6 Months, 12 Months, 18 Months, 24 Months & 36 Months 
Product development performance monitoring 
COST: Subject to extensive actuarial analysis, per Part I11 Marketing Plan. 



10. DOMESTIC LOAN GUARANTEES: REPINING THE BASIC PRODUCT 

JLGC's original business was and continues to be provision of domestic loan guarantees to 
participating Jordanian banks. The principal objective is to enhance financial market access for 
smaller enterprises and ownerloperator entrepreneurs. The current JLGC guarantee product is 
largely uniform, except that the degree of guarantee is diminished from 75% to 50% beyond 
40,000 JD to the 100,000 JD threshold maximum The number of sectors eligible for the JLGC 
guarantee has been broadened Effective January 1, 1997, sectoral loan guarantee coverage has 
been increased to include the commercial/retail sector The lifting of this previous restriction 
could represent a significant advance for JLGC, as there is a large and vibrant retail industry in 
Jordan. 

In terms of basic underwriting parameters, the domestic loan guarantee product is largely 
uniform, irrespective of sector. Nevertheless, JLGC has been customizing its application format 
to address particular sectoral requirements; example: truck trailers A widening of this embryonic 
pattern is to be encouraged 

Loans guaranteed by JLGC in 1996 averaged 21,000 JD in value. For very small-scale basic 
enterprises, including those, which are ownerloperator, loans in this range may be adequate 
Start-up or expansion of more technically-challenged small enterpses, under-represented in the 
current JLGC portfolio mix but critical if Jordan is to move its increasingly open economy "up- 
market", often require rather much larger financial infusions to achieve minimum scale This 
would be especially so if JLGC targets growing company finance niches such as those associated 
with IS0 certification. 

In the Bank Questionnaire, a large majority of respondents indicated that even without a JLGC 
guarantee, management approved their loans (by their admission, with periodic revision). By 
implication, therefore, a large percentage of credits for smaller enterprises, to the extent that 
banks approve them, take place without a JLGC guarantee 

The fundamental sellzng challenge for JLGC is to encourage bank credit officers to more 
frequently consider the L G C  guarantee option in their regular flow of loans under consideration. 

A separate issue may be that of LGC's current method to assess commission from participating 
banks for JLGC guarantee cover. At present, t h s  is on a before-use basis and regardless of 
degree of utilization The intention is to encourage bank utilization ofpurchased JLGC guarantee 
cover. However, for banks less active mth JLGC, this prior-purchase method could temper 
interest in hgher exposure ceilings A review of the overall and individual effect on banks seems 
advisable. 

RECOMMENDATIONS 

FURTHER CUSTOMIZATION OF DOMESTIC LOAN GUARANTEES 



JLGC's domestic loan guarantee product should be further customized to address the funding 
needs of expanding and leading edge economic sectors in Jordan. This could require larger loan 
average sizes in these sectors to match rmrumurn funding needs. Alternatively, repayment terms 
and conditions. 

FLEXIBLE PERCENTAGES OF LOAN GUARANTEE 

The current loan guarantee maxim is uniform, regardless of loan or sector requirements. Higher 
levels of percentage of guarantee should be studied for emerging and export sectors, in reflection 
of the~r greater net contribution to the Jordanian macro-economy. In pract~ce, a sliding scale of 
percentage guarantee, depending on degree of product transformation, level of technology; and 
potentzal to export 

REVIEW THE METHOD OF CHARGING BANKS FOR GUARANTEES 

JLGC should review the advantagesldisadvantages of levying the JLGC guarantee commission at 
the time a loan is actually guaranteed, in contrast with current practice For example, the 
meritsldrawbacks of adopting the World Bank-type practice of charging one-quarter of the total 
guarantee premium at time of imtial commitment, remainder upon actual usage. 

EXTENDING BRANCH LEVEL LOAN AUTHORIZATION AUTHORITY 

JLGC should initiate a dialog with both bank head offices and branches to identify the 
operatzonal modalztzes of leveraging and extending branch level loan recommendations using the 
JLGC guarantee. For example, providing a guarantee only on the value of a loan that exceeds a 
bank's notional ceiling per loadborrower. 

TIME FRAME. Immediate commencement of program review 
Continumg for 2-3 years 
COST: NIA 



11. JLGC ORGANIZATION STRUCTURE AND THE WORK-FLOW PROCESS 

JLGC is presently structured on the basis of product/function. By contrast, institutions within the 
financial community and providers of related specialized services are increasingly adopting 
organizational structures focused on sector, geography or client size The objective has been to 

bb permit customers more immediate access, one stop-shopping", to the full range of the 
organization's services 

The current JLGC organizational structure may have the tendency to encourage functional 
measures of performance. Individual department workload processing times, oJen zmpresszve 
and wtthtn one day, are seen as the basic tool for monitoring overall JLGC performance 

The combined effect of customer interface with JLGC, fiom preliminary inquiry to final 
decision, and as seenpom the standpoznt of the customer, understandably becomes less apparent 
under the current JLGC structure Combtned effect on the customer should be regularly 
monltored and zncorporated as an zntegral component of a broadly deJined markettng strategy 

While preparation of a Human Resources (HR) plan is a task separate from the present Marketing 
Plan, the possible HR options that JLGC may wish to consider should be seen as having 
sigmficant implications for the success of the present Marketing Plan, hence brief discussion in 
this Marketing Plan. 

Among possible HR options: 
Organizing client/JLGC contact on the bass of discrete geographical units, 
Organizing JLGC around sectoral areas of concentration; 
Orgmnng client1JLGC contact on the basis of client size. All transactions greater than 
40,000 JD, including domestic loans, handled by the current ECG division and all 
transactions below 40,000 JD concentrated on the current domestic loan guarantee 
department. 

Regardless of choice, JLGC should review for its overall potential to assist in marketing success, 
and the continued efficiency in processing the Increased business volume that should follow, the 
option of restructuring of JLGC into two broad divisions: 

Corporate Operations. This would include both the domestic loan and ECG programs and the 
Counseling Services Unit. As a basic modus operandz, all staff in Corporate Operations 
would be expected to concentrate the bulk of their time on business development, directly 
interfacing with banks and other potential customers. In essence, a full-service Marketing 
Department 
Corporate Services. This would include all "back-office" act~vities, inter alia, financial 
control, technical analysis of guarantee applications, claims adjudication; internal audit, 
international relations; and research. 

A basic objective of such reorganization would be to clearly separate operationallmarketing fiom 
services functions within JLGC and develop associated scale economies Separately, JLGC 



should initiate an operating procedure dialog with banks in Jordan, to determine preferred "best 
practices" This dialog would be conducted as an integral part of the overall process of enhancing 
JLGC's image with the banlung community and, in discussions with the banking community, 
should be so described. 

"Best practices" would include: 

Methods of client referral, 
Commun~cation of JLGC program changes to branch levels; 
Centralization vs. decentral~zation of JLGChank contact, 
Jointly communicating with potential borrowers. 

RECOMMENDATIONS 

REVIEW CURRENT JLGC ORGANIZATIONAL STRUCTURE 

JLGC should consider orgamzational restructuring as an integral component of marketing. There 
may be a number of JLGCIclient interface orgamzational options; among them Geography; 

A- Sector; Borrower-Size 

ASSESS RELATIONSHIP BETWEEN JLGC STRUCTURE AND MARKETING 

JLGC should review the merits, j-om a marketzng standpoznt, of the option of structmng 
internally on the basis of two broad categories, Corporate Operations/Marketing and Corporate 
ServicesIUndenvriting. 

INFORMING BANKS OF PRELIMINARY JLGC GUARANTEE ATTITUDE 

JLGC should establish targets for advlsing bankdclients of its preliminary position regarding 
guarantee requests. Elapsed time should be measured from the stage of initial/informal inquiry. A 
formal tracking system should be established to permit monthly performance monitoring by 
senior JLGC management. 

"BEST PRACTICES" TO ENCOURAGE BANK USE OF JLGC SERVICES 

JLGC should commence an active dialog with banks less active in JLGC activities mth a view to 
determining the most efficient, "best practices" method of handling their JLGC-related loan 
guarantee and related inquiries Specifically, to determine what is the preferred method of 
applying the JLGC guarantee e.g., entire loan amount or only the proportion exceeding typical 
approval limits. 

TIME FRAME: Immediate & Ongoing 2-3 Years 
COST: N/A 



12. JLGC INFORMATICS STRUCTURE 

JLGC's current Management Information System (MIS) and Infomatics structure appear 
- adequate for the present volume of JLGC domestic guarantee business. 

If JLGC chooses to embrace the significantly more intensified marketing focus central to the 
present Marketing Plan, experience from other guarantee agencies who have undergone 
comparable marketing transitions points to a need to develop sophisticated borrower/buyer data 
bases. This pattern strongly argues for a corresponding Infomatics capacity upgrade at JLGC too. 

Strengthening of JLGC's Infomatics structure would seek: 
To increase on-line contact with banks and other organizations in the financial community, 
To encourage more direct and ad hoc contact with JLGCYs specialized outreach group, the 
Counseling Services Unit; 
To widen JLGC's real-time knowledge of foreign buyer and related credit conditions; 
To develop an easy-to-use "backward-chaimng" Expert System or ES capable of generating a 
preliminary informal appraisal of guarantee applications at bank branch level. This Expert 
System (ES) would have imbedded, within its "rules" or logic structure, all key JLGC 
guarantee parameters. 

- 
A separate target of the overhaul of JLGC's Infomatics capacity would be a sigmficant 
enhancement in the kinds of information captured on the basis of both actual guarantees 
approved and preliminary inquiries. 

This information would routinely identify. 
Borrower sub-sector; 
End-use sub-sector; 
Number of years borrower has been in business; 
Degree of export orientation and principal markets; 
Use of loan proceeds (e.g., company start-up; equipment upgrade; physical plant; production 
inputs; computer hardware; computer sofhyare, training), 
City and sub-district (If Amman) 

This information would be included as input to the individual "rules" in the Expert System (ES) 
to broaden case experience in the ES raw data base &d enhance ES relevance to bank branch 
level end-users. 

Over the longer-term, there may also be scope for JLGC information transmission via the World 
Wide Web, provided Internet access becomes more wdespread in Jordan and electronic 
borrowerhank interface ("Virtual Branches") is proven viable Over the shorter-term, JLGC 
would be well advised to largely momtor this process of "electronic banking" until, for example, 
suitable levels of low-cost encryption become the norm 



RECOMMENDATIONS 

SIGNIFICANT SOFTWARE UPGRADE TO HANDLE INCREASE DATA BASE 

UNIX server reinforced by software such as ORACLE, INGRESS or SYBASE. This would 
permit the efficient handling of significantly increased Client application volumes and ECG 
credit information data storage. 

MODEMS TO FACILITATE DATA EXCHANGE WITH BANKS 

Modems (Modulator/Demodulator), to permit data transmission between JLGC and banks using 
normal telephone line. 

MANAGEMENT OF SIMULTANEOUS VOICEIDATA COMMUNICATIONS 

Communications Manager for controlling voice/data flow over common communication lines 
This is a tool for prioritizing or "managing" simultaneous in-coming voice and data messages 

"HOT-LINE" TELEPHONE LINKS WITH HIGH USERS OF JLGC SERVICES 

Dedicated 'hot-line' connections, to enhance on-line contact with high-use bank clients. 

EXPERT SYSTEM (ES) TO EXPEDITE LOAN APPLICATION REVIEW 

- Expert System e.g., EXSYS, customized in backward-chaining rule structure to assist in 
preliminary analysis of loan guarantee applications at L G C  and banks and to help the latter to 
better understand what JLGC requires from a guarantee applicant. 

"REAL-TIME" BUSINESS INFORMATION DATA BASES 

Reuters or Lexis/Nexis + Dun and Bradstreet subscription to enhance real time knowledge of 
foreign trading conditions and buyers. 

ENHANCED BORROWER DETAIL ON JLGC INTERNAL DATA BASE 

Enhancement of coverage in JLGC portfolio database to strengthen borrowerlinquiry sectoral, 
geographic and company information 

TIME FRAME: Planrung, immediate 
Hardware/Software Acquisition, 
Commencing 3 months & ongoing development over 12-24 months 
COST: Database Management System - JD25,000, Modems - JD3,000, Communications 
Manager - JD6,000, Dedicated Phone Lines- JD1,400, Expert System (Shell) - JD5,000, Expert 
System (Development) JD 10,000, Reuters, LexisINexis, Dun & Bradstreet - JD 10,000 
TOTAL: JD 60,400 



13. CHANGE MANAGEMENT 

The recommendations detailed in the present Marketing Plan will present JLGC w t h  a 
significant workload. Implementation of those recommendations which are felt to be of merit by 
JLGC senior management and approved by its Board of Directors are likely to demand regular 
performance monitoring, at minimum on a monthly basis. 

As per practice in comparable change initiatives in other organizations, this performance 
monitoring or internal auditing should be conducted by JLGC senior managers not dzrectly 
znvolved in the process of change itself. Use of an external, part-time consultant, to guide JLGC 
in the administration of the change process, may also be worthy of consideration. 

RECOMMENDATIONS 

REVIEW PROCESS FOR MONITORING MARKETING PLAN IMPLEMENTATION 

JLGC should consider the establishment of a Change Management Council to steer and monitor 
the implementation of those Marketing Plan recommendations, which are accepted by JLGC. 
The Change Management Council should meet at least monthly or, more frequently, if 
circumstances warrant 

JLGC should review the advisability of drawing membership in such a Change Management 
Council be drawn from senior management of JLGC less directly involved in the change process. 

ASSESS MERITS OF PART-TIME EXTERNAL ADVISOR ON JLGC CHANGE 

JLGC should study the merits of appointing a part-time, external advzsor whose scope of work 
would be to help JLGC senior management monitor the marketing change process Such an 
external advisor would operate under a hzghly speclJic terms of reference and mandate, lzmzted 
time pame and not duphcate functzons that existing JLGC senior management does and will 
continue to routinely perform 

COMPREHENSIVE SEMI-ANNUAL REVIEW AND UPDATE OF MARKETING PLAN 

JLGC should subject the process of change to a semi-annual internal review. At the same time, a 
comprehensive review of Marketing Plan effectiveness should be conducted, with amendment as 
and where required. 

TIME FRAME Commencing 2-3 months. Ongoing 2-3 Years 
COST: Optional External Advisor - 10,000 JD per annum (part-time basis) 



APPENDIX I1 

EXISTING CLIENT-BASE PROFILE 
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PREFACE 

The first deliverable under this US AID Contract is described as follows in the Terms of 
Reference for the Marketing Advisor to the Jordan Loan Guarantee Corporation Limited (JLGC). 

"A profile of JLGC's existing client base, broken down by bank, company size, and business 
sector " 

The current report profiles the JLGC's current client base, as reflected in the JLGC domestic 
guarantee programme. Key subjects reviewed include 

Average size of a borrower, as reflected in number of employees, 
Average size of loan guarantee and the impact of recent JLGC policy changes, 
JL& guarantee activity per bank and per bank branch in Jordan; 
Banks most active vs banks less active in the JLGC guarantee programme; 
Repeat borrowing activity; 
Sectoral distribution of JLGC guarantees, 
Larger JLGC loan guarantees 

This report is designed to catalyze the basic discussion of JLGC marketing pnorities and form 
the data base upon which to commence a more operational data collection in regard to both bank 
procedures and the medium-term product priorities of JLGC current and future clients . The final 
report under this Contract will include a Three-Year Marketing Plan for JLGC that builds on 
JLGC's impressive efforts and accomplishments to date and recognizes the wider potential 
market in Jordan for JLGC services 



SUMMARY 

OBSERVATIONS AND POLICY ISSUES 

1 Average Employee Size of JLGC Domestic Loan Guarantee Client Base 

Over one-quarter of JLGC's domestic loan guarantees have gone to enterprises with, at most , 1 
employee Including all enterprises wth  no more than 5 employees, these represent some two- 
thirds of JLGC's total domestic loan guarantees. Such indicators demonstrate JLGC's basic 
comm~tment to the Small Enterprise sector 

POLICY ISSUE 

Given the basic financing and marketing resources implicit in successful exporting, this 
predominant JLGC domestic guarantee cllent base may not constitute an optimal group from 
which to generate business for JLGC's new Export Credit Guarantee (ECG) programme As a 
consequence, a bifurcated research effort seems imperative Specifically, to identify which of the 
JLGC's domestic guarantee clients may also require the ECG product Also, from the 
operational standpoint, is there potential for jointly administering and focusing the domestic and 
ECG programmes, wherever and whenever possible, to best use JLGC's finite material and 
human resources 

2. Average Size of a JLGC Domestic Loan Guarantee 

From August 28, 1994 to July 5, 1997, the average size of a JLGC domestic loan guarantee 
application has been 10675 Jordanian Dinars (JD) In three of the last four Quarterly reporting 
periods, average size has been increasing and in 2" Quarter 1997 was 13950 JD Domestic loan 
guarantee averages of this size underscore JLGC's continuing commitment to Small Enterprise 
finance needs. 

POLICY ISSUE 

Loan guarantees with this k i d  of average size argue for standardizing the application review 
process, to the extent possible, with a view to permitting the maximum benefits to be reaped 
from JLGC's continuing market development initiatives. At the same time, to work with those 
Jordanian banks most actively using the programme to facilitate the JLGC application process at 
branch level and mimmize branch level turnaround time. 

3 Recent Changes in JLGC Domestic Loan Guarantee Ceilmg 

As of January 1997, the JLGC ceiling was increased from 40000 JD to 100000 JD. The average 
size of these +40000 JD loan guarantees extended in the 1" Half of 1997 was 42800 JD and, thus, 
continues to be only slightly above the former 40000 JD maximum 



POLICY ISSUE 

Does this relatively small size of average domestic loan guarantees mirror JLGC concern to 
maintain its public policy focus. Or, alternatively, are there fundamental differences in loan 
guarantee screening which JLGC will have to master before more aggressively testing its new 
maximum ceiling 

In terms of product development strategy, what is the best and most commercially prudent 
JLGC programme to assist such larger borrowers - the essentially "ground-floor" domestic 
guarantee programme or the new ECG programme, designed to help enterprises once they have 
passed through the critical start-up start-up stage. 

4 Domestic Loan Guarantee Activity per Bank. 

Five Jordanian banks account for more than three-quarters (by number) of the JLGC domestic 
loan guarantee portfolio. This inv~tes the question as to why other banks in Jordan have been less 
active in their use of JLGC services. Because of their principal focus, Jordanian subsidimes of 
foreign banks have only sparingly used the domestic guarantee programme 

POLICY ISSUE 

Are there changes that can be introduced by JLGC which can preferably both encourage at least 
some of Jordan's other banks to more actively use the domestic loan guarantee programme and 
to stimulate wder branch participation from those banks most actively using JLGC services. In 
parallel, to study the merits and modalities of encouraging Jordanian subsidiaries of foreign 
banks to be more active in the new Export Credit Guarantee programme whlch seems a closer fit 
with these banks' main mission in Jordan 

5 Domestic Loan Guarantee Activity per Bank Branch. 

JLGC's total volume of 737 domestic loan guarantee applications in the period since August 28, 
1994 is an impressive record by any conventional standard. Nevertheless, with more than 400 
bank branches in Jordan, this averages to around 2 domestic loan guarantees per bank branch. 
Given credit approval centralization at certain banks, the typical number at many bank branches 
may actually be under 2. 

POLICY ISSUE 

Generally, there remarns considerable scope for broadening the JLGC domestic loan guarantee 
target market reach At the same time, there is evidence this will be constrained by modest local 
branch delegation of credit approval at a number of banks. An advisable first step appears a 
continuation of JLGC's current marketing initiatives outside the Amman region and involving 
banks most active to date in the JLGC domestic guarantee programme. 



6 Average Domestic Loan Guarantee Size - - Major and Other Participating Banks. 

JLGC data indicate major participants in the JLGC programme tend to have smaller average loan 
guarantees sizes vs. average loan guarantee value for banks less actively using the programme 

POLICY ISSUE 

Do these differences in average loan guarantee size reflect caution on the part of JLGC where 
relatively larger guarantees are involved Alternatively, are there significant client base 
differences between more active participants in the JLGC domestic guarantee programme vs 
those banks which are less actwe. 
What refinements can be introduced to the basic domestic loan guarantee programme that would 
encourage a higher volume of applications from banks less active to date in the programme. 

7 Repeat Borrowers. 

JLGC data indicate that the number of repeat borrowers under the domestic guarantee 
programme is modest However, the guarantees tend to be larger than average and to enterprises 
and organizations with more employees than a typical JLGC domestic guarantee client. 

POLICY ISSUE 

Arguably, a fundamental purpose of a loan guarantee is to permit borrowers enhanced access to 
conventional credit markets. Once achieved, to cede the primary lending role to banks and 
similar institutions and under normal security and repayment conditions At a mmimum, repeat 
borrowing appears to merit regular monitoring, especially when JLGC gets closer to its 
guarantee ceiling To the extent that repeat borrowing is accepted policy at JLGC, it seems 
advisable to study the benefits of directing such repeat client activity to the pre-shipment 
component of JLGC's parallel Export Credit Guarantee programme. 

8. Sectoral Distribution of JLGC Domestic Loan Guarantees 

The classification method employed to categorize, by sector, the domestic guarantee programme 
is in certain cases imprecise For example, guarantees extended to the bakery trade are included 
with "handicraft". 

POLICY ISSUE 

Understanding portfolio sectoral characteristics is an essential tool in both marketing 
development, not to mention achieving portfolio balance and limiting individual sector exposure 
Additional rigour in sectoral abelling and categorization seems a clear priority that JLGC should 
study in terms of modalities and time-line. 

9 Domestic Loan Guarantees Greater than 40000 JD and the ECG Programme. 



Since its policy change effective January 1997, JLGC has extended more than 20 domestic loan 
guarantees exceeding 40000 JD. Such loans involve a number of enterprises and sub-sectors 
whose export potential and possible use of the ECG programme seems at least open to 
preliminary study 

POLICY ISSUE 

Is the domestic guarantee programme or the pre-shipment ECG programme the better fit for 
larger borrowers. Can there be procedures devised by JLGC and its banking partners to ensure 
that such early stage product cho~ce is standardized 

10. Domestic Loan Guarantees to the Agriculture Sector 

JLGC's exposure to the agr~culture sector is modest, understandable given the existence of other 
institutions specialized in thls sector of the Jordanian economy and the high degree of risk that is 
associated wrth a sector so dependent on nature and climatic conditions 

POLICY ISSUE 

In terms of public policy purpose, feasibility and basic banlung prudence, is it advisable to 
expand JLGC's exposure in the agriculture. Given the strong pressure to encourage exports by 
this sector, is there a way of combimng the JLGC's domestic loan guarantee and ECG products 
to better serve t h s  publ~c policy goal and offer JLGC's services to the more successful and well- 
positioned players in this sector 



A PROFILE OF THE CURRENT CLIENT BASE 
JORDAN LOAN GUARANTEE CORPORATION 

1.0 INTRODUCTION. 

1 1 Share Capital. 

The Jordan Loan Guarantee Corporation Limited (JLGC) is a public shareholding company, 
incorporated in March 26, 1994, with an initial share capital of 7,000,000 Jordanian Dinars (JD). 
The share capital has since been raised and now is 10,000,000 JD. 

The single largest shareholder in JLGC, 47 75% of total, is the Central Bank of Jordan, its 
contribution including grants from the US Agency for International Development (AID), most 
recently a US$2 5 Million grant to implement a new Export Credit Guarantee (ECG) programme. 
In add~tion, 24 commercial banks, insurers and commercial organizations, mcluding the 
Amman Chamber of Industry and the Amman Chamber of Commerce hold shares in JLGC. 
Together, they represent the majority of Jordan's banking community and commercial support 
orgamzations. 

1 2 Guarantee Agreements with Commercial Banks. 

In total, JLGC has signed guarantee agreements with 20 commercial banks. These represent the 
largest share of the Jordanian banlung community and local branches of major foreign financial 
institutions including Citibank; ANZ Grindlays; and British Bank of the Middle East (HSBC 
Group) 



2.0 JLGC DOMESTIC GUARANTEE ACTIVITY - SELECTED INDICATORS 

2 1 JLGC Public Policy Purpose and Operational Modalities. 

"The Corporation's goals include the provision of guarantees necessary to fully or partially cover 
loans of different types and tenors granted by banks and financial institutions for the 
establishment, expansion and raising the productive and marketing capacity of economic projects 
with the aim of creating job opportunities and securing possibilities for earning or saving foreign 
reserves The Corporation's goals also include extending guarantees required to cover the risks in 
the field in the Jordaman export sector " (Annual Report, JLGC, 1995) 

The JLGC target market are Small Enterprises. The per loan guarantee ceiling was 40000 JD 
until January 1997 This ceiling was increased to 100000 JD effective January 1997 The 
maximum number of workers per enterprise has been and remains 50 employees 

2 2 Approved Domestic Loan Guarantees - Average Number of Employees per Enterprise 

m l e  the maximum employee number per enterprise eligible to receive a JLGC loan guarantee 
is 50, the average number of employees per executed loan guarantee, commencing August 1994 
to the present, is 7 4 This approximates the generally accepted definition of Small Enterprises, 
with a staff maximum no greater than 50 employees even in economies with full 
industrialization. 

During the period August 28, 1994 - July 3, 1997, the percentage distribution of domestic loan 
guarantees executed by JLGC, disaggregated in terms of sub-categories by number of 
employees per borrower was- 

TABLE I 

JLGC DOMESTIC LOAN GUARANTEES: 
BREAKDOWN BY BORROWER EMPLOYMENT SIZE 

Number of Em~lovees I Total No. of Loan Guarantees 1 Percentage of Total No. of Loans 1 

(Source JLGC Data Base) 



These data reflect strong adherence to the public policy purpose of supporting the financing 
needs of Small Enterprises - two-thirds of guarantees have gone to enterprises with fewer than 5 
employees. 

At the same time, there is a clear imperative to monitor the financing independence of such 
Small Enterprises over the medium-term. Specifically, the potential for this category of 
enterpr~ses to ach~eve threshold balance sheet strength to obtain more conventional forms of 
finance without repeated recourse to the JLGC domestic loan guarantee programme This policy 
approach is fimdamental to the net beneficial effect that JLGC should be expected to have in the 
wider Jordanian macro-economy In short, maximizing the leverage provided to Small 
Enterprises over the medium-term by a JLGC credit guarantee 

2 3 Approved Domestic Loan Guarantees - Average Loan Guarantee Size 

The followrng table details the average size of a JLGC loan guarantee. 

TABLE II. 

AVERAGE SIZE OF THE GUARANTEE PORTION 
JORDAN LOAN GUARANTEE CORPORATION* 

(All Mon~tary Values in Jordanian Dinars) 

PERIOD COVERED I AMOUNT I 

*Including Cancelled and Rejected Applications 
(Source: JLGC Data Base) 

08/28/94 - 06/30/97 
3KU Quarter 1996 
4" Quarter 1996 
lSt Quarter 1997 
2"' Quarter 1997 

While increasing in three of the four most recent Quarterly reporting periods, average JLGC loan 
guarantee size remains quite small Moreover, even the average size of loan guarantees 
exceeding 40000 JD, under the new maximum of 100000 JD, was 42,800 JD and, thus, only 
slightly above the former guarantee cap Ths  suggests continued prudence in loan 
guaranteeing and, as well, evident adherence to JLGC basic public policy purpose - the support 
of Small Enterpse financing needs. At the same time, there remains the question as to 
methodology used to assess larger guarantee requests and the need for more sophisticated tools to 
screen such "bigger ticket" applications. 

10,675 
11,111 
13,765 
1 1,008 
13,947 

3.0 BANK PARTICIPATION IN THE DOMESTIC LOAN GUARANTEE PROGRAMME. 



3.1 Guarantee Activlty - Total per Bank and per Bank Branch.. 

From inception to June 30, 1997, a total of 1067 loan guarantee applications had been received. 
Of t h s  total, it had approved 860 This is an impressive level of guarantee activity for such a 
young institution. Admittedly, the total number of JLGC loan guarantee applications should be 
measured against a total number of bank branches in Jordan reported to be 445 in 1996 The 
latter translates to an average of some 2 JLGC loan guarantees per bank branch in Jordan. There 
is evidence that many of these branches are basic operations and may not yet be in a position to 
consciously "sell" the JLGC domestic guarantee product 

A separate and important factor is the reported centralization of JLGC-related business at the 
main Amman branches of several Jordanian banks and their limited delegation of credit approval 
to local branch management. Nevertheless, it seems likely there remains additional and further 
business potentla1 for the JLGC domestic loan guarantee product All the more so, if JLGC's 
current aggressive marketing is sustained both at local bank branch levels and directly to 
enterprises in target sectors and regions 

3 2 Domestic Loan Guarantee Actlvity - Major Participating Banks. 

The distribution of JLGC domestic guarantee activity is concentrated in five banks, as described 
below. 

TABLE 111 

DOMESTIC LOAN GUARANTEE ACTIVITY: BREAKDOWN BY BANKS. 
JORDAN LOAN GUARANTEE CORPORATION 

(From Programme Commencement to June 30,1997) 

I NAME OF BANK I NUMBER OF GUARANTEES 

I Arab Bank Cornoration 
I 

1 102 I 

Housing Bank 
Industrial Development Bank 
Jordan-Kuwait Bank 

(Source JLGC Data Base) 

284 
115 
113 

Together, these five banks account for 666 (77 4%) of the 860 Guarantees extended by JLGC, as 
at June 30, 1997. By JD value of Guarantees, the five banks collectively represent 4,411,479 JD 
(72.6%) of the 6,078,568 JD total JLGC domestic loan guarantees 



Although a number of foreign financial institutions have signed Agreements with JLGC, their 
active participation in JLGC domestic guarantee business is slight to negligible ANZ Grindlays 
- 3 Guarantees, Citibank -- 0, and Bntish Bank of the Middle East - 0. Typically, such 
institutions will focus on larger accounts and the banking needs of the expatriate community 
The fit with a domestic loan guarantee programme, such as that of JLGC, generally tends to be 
modest The same may not be true for JLGCYs new Export Credit Guarantee programme and 
there seems no fundamental reason for these Jordanian subsidiaries of foreign banks to not 
participate in this new JLGC programme 

3 3 . Major Partic~pating Banks - Average Domestic Loan Guarantee S~ze  

The following is a brief summary of the JLGC domestic loan guarantee business, broken down 
by the major users of the programme cited in 3 2 , by average guarantee size 

TABLE N 

DOMESTIC LOAN GUARANTEES: AVERAGE LOAN 
GUARANTEE SIZE AMONG MAJOR PARTICIPATING BANKS 

(All Mon~tary Values in Jordanian Dlnars) 

NAME OF BANK 

(Source: JLGC Data Base) 

AVERAGE LOAN AMOUNT 
(Jordanian Dmars) 

Housing Bank 
Industrial Development Bank 
Jordan-Kuwat Bank 
Arab Bank Corporation 

These data underline the small average size of loan guarantees among banks most actively 
participating in the domestic guarantee programme Clearly, the public policy purpose of 
assisting Small Enterprise financmg is being acheved. At the same time, there is a corollary - 
fin-ther refining and making most expeditious the format by whlch JLGC serves the finance 
needs of this particular borrowing niche To the extent there are application processing 
challenges at local bank branches, to work with local branch management and staff to enhance 
their understanding of the JLGC product and information requirements 

6,262 
7,882 
7,076 
6.418 

3 4 Other Participating Banks - Average Domestic Loan Guarantee Size 



Average domestic loan guarantee size for the remaining banks participating in the domestic loan 
guarantee programme is 9060 JD. This is sigmficantly higher than the average for JLGC's most 
active participating banks 

A related series of questions may be posed by the difference in average domestic loan guarantee 
size - major participating banks vs. other participating banks Namely, 

Does the smaller average guarantee size among the most active participant banks suggest a 
tendency on the part of JLGC to more readily approve smaller loan guarantee requests, 
reflecting a combination of public policy purpose and banking prudence? 

Does the larger average guarantee size among less active participating banks reflect a 
cautious approach to approving larger per loan guarantees, given the usual challenges of 
adequate capitalization and borrower's security in what IS largely a small to micro-sized 
client base? 

Does the difference in average loan guarantee size point out a fundamental divergence in 
approach among Jordman banks to the Small and Micro Enterprise sector and the average 
size of loans they would normally see and subsequently present to JLGC for guarantee? 

With the aim of expanding JLGC's domestic client guarantee base - of "growing the business" -- 
there is a clear need to review these issues and respond with effective policy and market 
development measures. 

3 5 Repeat Borrowers - - JLGC Domestic Loan Guarantees. 

Some 25 domestic loan guarantees were extended to repeat borrowers - enterprises or 
organizations that had already borrowed using the JLGC guarantee facility This is quite modest 
but the fact (See Table V) that a number of these guarantees were extended to borrowers larger 
than the JLGC average (typically 5 employees or less, as per Table I) is a matter that could merit 
review. Specifically, the leitmotif of a domestic guarantee programme is to permit smaller 
enterprises access to main credit sources. Once this is achieved, market disciplines should 
normally prevail - with conventional institutions providing follow-up credits and under 
borrowing conditions. 



TABLE I? 

REPEAT BORROWERS UNDER THE DOMESTIC 
LOAN GUARANTEE PROGRAMME 

(All Monitary Values in Jordanian Dinars) 

I USE OF CREDIT I GUARANTEE AMOUNT I NUMBER OF EMPLOYEES I 

- A 

I Prmting Machine 
I I 

1 30,000 1 10 

Working Capital 
Workmg; Capital 

- 
I Machines 

a I 

1 6,000 1 13 
I Raw Materials 

I I 

I 10,000 1 12 I 

30,000 
20,000 

I Raw Materials 
I I 

1 5,000 I 10 I 

30 
8 

I Industrial Machines 
I I 

1 5,000 1 6  1 
1 Working Capital 

I I 

1 4,000 ( 10 - - 
I Electrical Equipment 

I 

1 11,000 1 6  
I Raw Materials 1 5,200 9 I 

I Clinics 
I 

1 15,000 1 2  1 
Working CapitalIEquip 
Seeds 

I Equipment 1 5,000 4 I 

5,000 
4,000 

'Working Capital 
Textiles 

7 
10 

I Working Capital + 
I I 

10,000 
7,500 

Computer Programmes 
Techmcal Services 
Building Materials 

- - 
I Fixed Assets 1 17,000 I S  

60 
7 

20,000 
40,000 
40,000 

6 
10 
26 

Housing 
Tomatoe Farm 
Greenhouse 
Fixed Assets 

1 AVERAGE 
I I 

1 15,408 1 12 (Awwrox.) I 
Working Capital 

(Source: JLGC Data Base) 

50,000 
1 5,492 
15,000 
10.000 

0 
6  
5 

16 
5,000 16 



4.0 SECTORAL COMPOSITION OF JLGC DOMESTIC LOAN GUARANTEES 

4 1 Sectoral Breakdown of Domestic Guarantee Portfolio 

The reported sectoral distribution of JLGC domestic loan guarantees in 1995 and 1996 appears in 
Table V. 

TABLE VI. 

REPORTED SECTORAL DISTRIBUTION 
JLGC DOMESTIC LOAN GUARANTEES 

1 SECTOR I NUMBER OF GUARANTEES 1 PERCENTAGE OF TOTAL I 

1 Industrv & Handicraft 
I I 

1 73 1 55 3% 

I I 

Agriculture 1 12 1 9.1% 

SECTOR 

I Agriculture 
I I 

I 11 1 5.0% 

Industry & Handicraft 
Services 

(Source JLGC Annual Report, 1995; 1996) 

NUMBER OF GUARANTEES 

This sectoral distribution reflects a number of influences: 

PERCENTAGE OF TOTAL 

7 5 
131 

Basic composition of the JLGC domestic guarantee applicant base 
Sectoral focus of the banks most actively involved in the JLGC programme. 
Underwriting perceptions regarding repayment risk and capacity to service debt. 
Alternative finance sources in a number of sectors of the Jordanian economy (e.g 
agriculture). 

34 6% 
60.4% 

It should be noted that the data are, in certain respects, general, and the defimt~on of industry 
categories has a tendency to be quite broad. By way of illustration, a significant volume of loan 
guarantees to the bakery trade are included as "handicraft". Similarly categorized as "handicraft" 
are a number of loan guarantees extended to the wood and metal processing sectors 



As industry classification represents a key tool in client base assessment, estimation of current 
levels of market penetration and the potential, within a sub-sector, for additional business 
development, a more rigorous application of industry category definitions seems strongly 
advisable 

4 2 Sectoral Distribution of Loan Guarantees Exceeding 40,000 JD. 

As pointed out earlier, JLGC took a decision, effective January 1997, to extend loan guarantees 
above the previous maximum of 40000 JD The followng are details of these JLGC loan 
guarantees 40000 JD or more in value 

TABLE VII 

PROJECT DESCRIPTION 
JLGC LOAN GUARANTEES EXCEEDING 40,000 JD 

(All Monitary Values In Jordan~an D~nars) 

I Travel Agency 1 60,000 I 

Project 

Housing 

Loan Amount 

Ice Cream Factory 
Print Shop 

Housing: 
Bakery 
Car Rental 
Chicken Production 
Hospital 

I Hotel Security System 1 40,000 I 
Ice Factory 
Jack Hammer 
Kindergarten 
Medicine Storage 
Optics 
Print Shop 
Taxi Office 
Textiles 
Tour-Bus 
Trading House (Advertising) 
Wheels (Working Capital) 

(Source: JLGC ~ a t a K s e )  



While preliminary, these individual loan guarantee data suggest the decision to increase JLGC's 
per loan guarantee limit has allowed JLGC to begin serving the financing needs of a new 
category of Jordman enterprises Based on sectoral experience in other countries - - developing 
and developed - - a number of them may have the potential to expand sufficiently enough over 
the medium-term to enter -- albeit tentatively - the export field, JLGC's other and newer field of 
product focus. 

There is also a matter of JLGC product choice. Namely, which IS the better vehrcle to support 
such relatively larger finance requirements - - the early or start-up stage domestlc guarantee 
programme or the ECG programme which addresses capital needs of enterprises which have 
already successfully passed through the critical and (not always successful) start-up stage 

4.3 JLGC Domestlc Loan Guarantees - Agriculture Sector. 

Notwthstanding the earlier observation regardmg industry classification methodology, and that 
the number of guarantees extended to a more broadly defined agricultural and agn-food sector 
would likely be greater (were on-farm and o f f - f m  agri-food sector loan guarantees to be 
grouped together), JLGC guarantee activity in this sector of the Jordanian economy remains 
small. In 1995, JLGC guaranteed 12 loans to this sector; in 1996, a total of 11 JLGC loan 
guarantees were reported. 

Highlights of these agricultural sector loan guarantees appear below. 

TABLE VIII 

REPORTED JLGC DOMESTIC LOAN GUARANTEES 
THE AGRICULTURAL SECTOR 
(Ail Mon~tary Values ~n Jordan~an Dmar) 

I Cow Farm 

YEAR 1995 

Equipment Upgrade 
Chicken Farm 

Value of Guarantee 

Worlung Capital 
Production of Cow's Milk 
Equipment, Barn 
Purchase of Cows 
Greenhouse 
Raw Materials 
Vegetable Farm 
Fert~lizers and Seeds 

7,500 
5,000 
5,000 
4,000 



1 YEAR 1996 I Value of Guarantee I 

Cow Farm Expansion 
Palm Tree Purchase 
Working Capital 

I Flowers 1 12,000 1 

40,000 
40,000 
40,000 

Farm Production Support 
Sheep 
Sheep 
Sheep 
Chicken Farm and Sheep 
Tobacco Farm Expansion 
Greenhouse 

(Source JLGC Data Base) 

30,000 
20,000 
20,000 
19,000 
16,000 
15,000 
15.000 

There is a specialized credit institution in this sector, the Agriculture Credit Corporation, 
principally responsible for t h s  component of the Jordanian economy Moreover, this particular 
sector can be profoundly and adversely affected by sudden weather changes and natural 
phenomena e.g. fire blight and coddling moth in the case of tree fruits. Nevertheless, World 
BankIFAO have identified the agncultural field as one with significant potential for expansion, 
particularly in food categories with competitive export potential. There seems room for W h e r  
JLGC expansion in this sector, especially on projects with an identified export focus and 
confirmed product acceptance by key accounts 



APPENDIX I11 

LENDING AT BANK BRANCHES IN JORDAN: 
BANK LOAN AND GUARANTEE PROCEEDURES 

(QUESTIONNAIRE) 
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PREFACE 

In every line of commercial activity, successful companies understand that enhancing knowledge 
of their market can rapidly translate to an increase and expansion in both business volume and 
quality. 

The present report is designed to serve this fundamental objective. 

The depth of respondent probmg, which the present report summarizes, is a reflection of helpful 
prior comment and input from management of the Jordan Loan Guarantee Corporation (JLGC). 

Equally crit~cal has been the enthusiastic and sustamed mterest in the project demonstrated by the 
JLGC staff members who both selected the group of target respondents and participated in the 
actual respondent interviews 

It is hoped that the present report will be no isolated imtiative. Rather, one in a continuing series 
of focused research initiatives JLGC will pursue to further understand its market and how best to 
fulfill the role for which JLGC is mandated in the Jordanian economy. 



HIGHLIGHTS 

All respondents reported they had authonty to recommend loans for approval. The limit of 
this authority varied but was typically in the range of the average size of a JLGC loan 
guarantee i.e. four-to-five digit Jordanian Dinars Respondents volume of loans processed 
ranged to as high as one hundred applications per month. 

Generally this branch level authority to recommend loans for approval by senior bank 
management was not restricted to particular sectors or types of business There was, however, 
a tendency on the part of respondents to not exceed repayment terms greater than thirty-six 
months 

Certain forms of collateral were viewed with caution, especially land or similar forms of 
property. 

Respondents were largely permitted to make recommendations to senior management 
regarding loans for which a JLGC guarantee was required. Respondents did indicate that thrs 
authority, in the case of JLGC guaranteed loans, was subject to certain limits either as per 
normal practice at the respondent's bank or JLGC's own regulations. 

The majority of respondents had processed a JLGC guaranteed loan and this volume, per 
respondent, has been growng though still largely only one-three per year 

A number of respondents were aware of other financial support programmes, but there was 
no clear sense from respondents whether they felt the process for applying to JLGC was any 
more or less complicated than these other programmes 

Respondents typically felt that they "generally" knew JLGC's programmes but only twenty 
percent of respondents could correctly identify the maximum size of a JLGC loan guarantee 
(100,000 JD) or the maximum number of employees per enterprise (50 workers) 

Gathering of information on a borrower's collateral or repayment package was generally seen 
by respondents as "strsught-forward". 

Respondents typically spoke of one to three hours time to prepare a business plan for a JLGC 
loan guarantee application. 

Respondents generally indicated that preparation of a JLGC loan guarantee application 
involved a total of one day to one week 

A strong majority, 70 percent, of respondents responded either "very much so" or "somewhat 
helpful" when asked if JLGC should develop a computer- based "check-list" to assist branch 
level staff in understanding JLGC and its rules and procedures. 



Expansion of JLGC s Counseling Services Unit was supported, in some cases, quite strongly, 
by a large majority of respondents 

A number of respondents indicated that they would only consider JLGC guaranteed loans 
from established account holders There was a general impression that respondents had to 
"feel comfortable" with a borrower before they would consider a loan request, with or 
without a JLGC guarantee Thls procedure was as much a reflection of the respondent's own 
decision as a head office directive 

As many as 90 percent of respondents indrcated that even without a JLGC guarantee, semor 
management approved (wlth/without change) their loan recommendations 

In the case of loan requests supported by JLGC guarantee, rejected applications were most 
often because a borrower would not provide respondents and the JLGC with sufficient 
information on the busrness 

One-half of respondents belreved that, in their area, there were "many" potentral JLGC loan 
guarantee requests. 

The suggestion of branch-level information sessions with JLGC was enthusrastically 
supported by most respondents Typically, for the new Export Credit Guarantee programme, 
respondents felt some interested exporters should also be invited to this JLGC information 
sesslon 

Respondents encouraged JLGC to market itself more at branch level and better acquaint 
branch level staff with the operational modalities of JLGC programmes. 



INTRODUCTION 

An integral part of the Marketing Advisor's assignment with the Jordan Loan Guarantee 
Corporation (JLGC) is the assessment of the linkages with and relationship between JLGC and 
banks in Jordan. 

In the Marketing Advisor's Terms of Reference pursuant to US AID Contract No 278-1-00-96- 
90524-04, the second of the deliverables is described as. 

"A questionnaire for banks on JLGC loan procedures and guarantees 
that will help overcome obstacles that may deter banks from deriving 
benefits from JLGC services " 

A questionnaire was prepared during July 1997, wth  input from JLGC senior management and 
staff, to address the following themes with bank personnel 
at branch level 

Whether at branch level there was authority to approve or recommend loans; 

The extent of this authority to approve or recommend loans and any limitations in terms 
of ceiling, sector or collateral, 

Whether at branch level there was authority to approve or recommend loans that would 
requre a JLGC loan guarantee and any related hmitations; 

Had the branch processed a loan guaranteed by JLGC during the years 1995, 1996,1997; 

What was bank branch management's impression of the JLGC application process; 

Were basic JLGC loan guarantee parameters known at branch level; 
Did branch management encounter challenges when gathering information on the 
collateral proposed by a potential JLGC-guaranteed borrower, 

How long did it take to prepare a loan application ardor business plan for purposes of 
requesting a JLGC guarantee; 

What was the general experience in obtaining management approval for loan 
recommendations without and with a JLGC loan guarantee; 

Advisability of a computerized check-list, available at bank branch level, summarizing 
JLGC guarantee criteria and approval thresholds, examples of loans that could be 
supportedlnot supported by JLGC, guidelines for drafting a business plan, information 
gaps common to applications received by JLGC; 



k The merits of expanding JLGC's counseling service; 

1 Mirumurn time required to know an account holder before submittinga loan on their 
behalf for approval and the origin of this policy; 

m. Whether loan guarantee requests which they had submitted to JLGChad been approved or 
rejected and, if rejected, why, 

n Whether in the area where the branch operated there were many, few or rarely loans that 
might require a JLGC loan guarantee and, if few or rarely, why, 

o The advisability of holding a JLGC information at branch level and and the content, focus 
and attendees for such an information session 



METHODOLOGY 

The survey questionnaire was completed by twenty bank branch managers and credit officers 
during the period August 4, 1997 to August 25, 1997. 

With the assistance of JLGC underwriting staff, a group of target respondents was identified 
with a view to ensuring responses from: 

a) A variety of banks; 
b) A range of levels of involvement with JLGC, 
c) A selection of geographically separate locations throughout the Greater Amman 

Municipality 

The interviews were conducted in person on the basis of a set series of translated English/Arabic 
questions In the case of two respondents, 
the questionnaire was completed fo l lowg an initial in-person meeting 
with the interview team 

The Interview Team consisted of 

Morton Roodman USAID Marketing Advisor, JLGC, 
Ahmed S Al-Qaddoumi Loan Guarantee Division, JLGC; 
HosamM. Jumma Export Credit Guarantee Division , JLGC 

All interviews were conducted at a respondent's bank branch. 

The questions were characteristically posed in Arabic. In a limited number of cases, respondents 
were sufficiently comfortable with both being questioned and replying in English that those 
interviews were conducted largely in English 

Time to complete each questionnaire ranged from as little as one-quarter how to upwards of two 
hours. T h s  difference was principally a function of the respondent's fmiliarity with survey 
research methods and willingness to expand on replies, share opinions and provide hansaction- 
specific marketing input. 



RESPONDENTS 

All respondents were familiar and had substantial experience with the general process of loan 
application and assessment, as it related to their respective banks 

At branch level, respondents indicated their volume of individual loan and guarantee requests (in 
general and characteristically without a JLGC guarantee) ranged as high as about one hundred 
per month Such loan requests varied from as little as a few hundred JD per application to more 
typical figures in the four to five-digit JD range 

The loan approval decision-making process at most of the banks, in which respondents were 
employed, is characteristically centralized Nevertheless, the initial stages of loan application 
review, and of related business development, would appear to typically occur at 
respondenthranch level This on-going transaction experience assisted in the gathering of survey 
opinion fiom respondents. 

In only two cases, branches of Cairo-Amman Bank and Arab Land Bank, was the centralization 
of loan approvals so pronounced that branch management declmed to participate in the survey. 

I I I 

Arab Bank Coruoration I George Zwaideh I Assistant Manager I Al-Wihdat I 

Participating Bank 

1 I - I 

Export & Finance 1 Ahmad Al-Arai 1 Facilities I Head Office 

Survey Respondent 

A 

Arab Bank 
Bank of Jordan 

Position 

- 
Ibrahim Hammad 
Amal Fakhouri 

A 

Grindlays 

Housing Bank 

Branch Location 

Jordan Gulf 

- 
Facilities Manager 
Branch Manager 

Modr ~ l - ~ u r d i  
Youssef Saeed 
Al-Khatib 
Katia Krekorian 
Abass Al-Khaldi 
Issa Abu-Arqoob 

Jordan Kuwait 

I I 1 

Union Bank I Faris Qaqiesh ( Branch Manager I As-Sweifieh 

Al-Abdali 
As-Sweifieh 

Abd Allah Al-Aboos 
Hussein Fadallah 
Moh'd Awad 
Nabeel A. Ad-Deen 
Suhair Sweis 

Jordan National 
Middle East Investment 

- - - 
Umon Bank I Lina Haddad ( Branch Manager 1 Gardens 

Facilities 
Branch Manager 
Branch Manager 

Facilities Manager 
Assistant Manager 

Saad A A Kalimeh 
Aahed Saad 

Head Office 
Al-Wihdat 
1" Circle Branch 

As-Sweifieh 
As-Sweifieh 

Facilities Manager 
Branch Manager 
Facilities 
Branch Manager 
Asst. Branch Mm. 

Salim Beirouty 
Lina Zeidan 

Gardens 
Al-Wihdat 
Sh. Emir Moh'd 
Gardens 
Sh Emir Moh'd 

Branch Manager 
Branch Manager 

Al-Wihdat 
Wadi Ar-Rimam 

Branch Manager 
Facilities 

Gardens 
Head Office 



SURVEY RESPONSES 

AUTHORITY TO APPROVE OR RECOMMEND LOAN APPROVAL 

QUESTION 1 
"In general, do you have authority to approve or recommend loans " 

RESPONSES 
Twenty (20) of the twenty (20), loo%, of respondents indicated that they had authority to 
recommend loans for approval by higher management in their respective banks. 

Only one (1) or 5% of the twenty respondents had authority to themselves also approve loans. 

COMMENT 
Respondents typically play a direct role in the loan application review process This suggests 
that banks, at branch level and particularly m the Greater Amman Municipality, represent a clear 
point of contact for business development by JLGC personnel 

QUESTION 2 
"If YES in Question 1, up to what level JD is this authority." 

RESPONSES 
Seven (7) of the twenty (20) or 35% of respondents indicated there was no limit on the size of 
loan on which they could make a recommendation. 

Other respondents, who disclosed their limit to recommend loans for approval by higher bank 
management, provided repl~es that ranged from as low as 3000 JD to 40000 JD. In one case, the 
respondent indicated the limit was considerably higher than this latter figure but requested that 
the actual figure remain confidential. 

COMMENT 
The authority to recommend loan approval, among respondents, appears to not diverge from 
JLGC thresholds. Indeed, there appears to be, in the case of a number of survey respondents, an 
interest to use the JLGC guarantee for the portion of the requested loan that may exceed their 
authonzed limit 

QUESTION 3 
"Is this authority limited in terms of specific sectors and types of businesses." 

RESPONSES 
Slxteen (16) of the twenty (20) or 80% of respondents indicated that this authority to recommend 
loans for approval was unrestricted by sector or type of business 



Four (4) of the twenty (20) or 20% of respondents indicated there were limitations on the kinds 
of sectors or businesses over which they had the authority to recommend loans for approval 

Respondents frequently noted that those limits which did exist related to the maximum term of 
the loan, typically citing a limit of thirty-six (36) months 

COMMENT 
Respondents lending activity was generally not limited in terns of sector or business type They 
were, however, generally reluctant to exceed a medium-term repayment time-frame. In this 
respect, some respondents noted that their lending term maximum and the longer time-frame for 
some JLGC guaranteed loan requests imposed a distinct challenge to expanding business with 
JLGC 

QUESTION 4 
"Is this authority limited in terms of types of collateral that you may approve before you have to 
refer to more semor management or Amman head office for approval " 

RESPONSES 
Thirteen (13) of the twenty (20) or 65% of respondents indicated that there were limits on the 
kind of collateral that could be accepted 

One (1) of the twenty (20) or 5% of respondents indicated that the only limits were those 
established by JLGC. 

Six (6) of the twenty (20) or 30% of respondents stated that there were no limits as to the type of 
collateral that could be accepted 

Typically, when citing restrictions on collateral, use of land was identified as an example. In this 
regard, many of the respondents spoke of discounting land to 60% of assessed value. 

COMMENT 
In general, respondents were cautious regarding the lunds of collateral they would and would not 
accept. In this respect, it is worth noting that pledge of land or real estate was seen as a less than 
optimal form of loan collateral. 



JLGCJBANK BRANCH RELATIONS 

QUESTION 5 
"For loans guaranteed by the Jordan Loan Guarantee Corporation (JLGC), do you have authonty 
to approve or recommend loans." 

RESPONSES 
Eighteen (1 8) of the twenty (20) or 90% of respondents answered in the affirmative that they had 
such authority 

Two (2) of the twenty (20) or 10% of respondents indicated that they did not have such authority 

COMMENT 
JLGC guaranteed loans were generally not perceived as "special cases", in terms of respondents' 
loan recommendaton powers. This tends to further reinforce the Comment regarding Question 1 
concernmg the utility of pursuing JLGC business development at bank branch level 

QUESTION 6. 
"If YES in Question 5, are there limitations on this authority in terms of 

Maximum Size of JLGC Guarantee 
Sector or Type of Business 
Forms of Collateral." 

RESPONSES 
Maximum Size of JLGC Guarantee. 
Eleven (1 1) of the twenty (20) or 55% of respondents replied that there were limitations. The 
other nine (9) of the twenty or 45% of respondents did not provide replies. 

Two of the eleven respondents who advised there were limitations indicated these limitations 
were imposed by JLGC's own ceilings. One respondent indicated "normal procedures" and 
another stated the limitation was imposed by their own top management. 

Sector or Type of Business. 
Thirteen (13) of twenty (20) or 65% of respondents affirmed that there were limitations. The 
remaining seven (7) declined to reply. 

As in the case of limitations in terms of maximum size of a JLGC loan guarantee which they 
could approve, two of the thirteen cited JLGC's own ceilings; one respondent cited "normal 
procedures" and another respondent spoke of limitations established by their own top 
management. 

Form of Collateral 
Eleven (1 1) of the twenty (20) or 55% of respondents confirmed there were limits on the types of 
collateral that could be accepted. The remaining nine (9) did not reply. 



Again, two of the eleven cited JLGC rules; one respondent 
another respondent, limits from their own "top management" 

cited "normal procedures" and 

COMMENT 
It seems strongly advisable that a pre-condition for effective business development at bank 
branch level would be the establishment by JLGC of a detailed catalogue of such lending 
limitations, dzsaggregated by targeted bank branch, lzmzt on loan approval amount, sector, type 
of collateral 

QUESTION 7 
"Have you ever processed a loan to be guaranteed by the JLGC" 

RESPONSES 
Eleven (1 1) of the twenty (20) or 55% of respondents stated "YES" Eight (8) of the twenty (20) 
or 40% of respondents stated "NO" One respondent declined to reply 

COMMENT 
The principal remark is that the majority of respondents clearly had some operational familiarity 
with JLGC procedures, a clear advantage in providing "educated" responses to survey questions 

QUESTION 8. 
If YES to Question 7, how many during 

1997 
1996 
1995 

RESPONSES 
1997 - Nine (9) of the twenty (20) or 45% 
loan requiring a JLGC loan guarantee in the 

of respondents confirmed that they had processed a 
current year. 

Eight (8) of the twenty (20) or 40% of respondents replied that they had not processed a JLGC 
loan guarantee in 1997. 

The largest number of JLGC guaranteed loans reported by an individual respondent was 7; 
another respondent confirmed processing 6 JLGC guaranteed loan requests The remainder in 
1997 ranged, per respondent from 1 to 3. In total, respondents had processed 25 JLGC 
guaranteed loans in the current year 

One respondent advised that the number could have been higher but the "quota" of JLGC loan 
guarantees had been reached The same respondent, explaining the level of JLGC guaranteed 
loan activity at his branch, cited encouragement by the respondent's head office 

1996 - Six (6) of the twenty (20) or 30% of respondents affirmed processing JLGC guaranteed 
loans during 1996. 



Fifteen (15) of the twenty (20) or 75% of respondents had not processed a JLGC guaranteed loan 
during 1996. 

The largest number of JLGC guaranteed loans was 5. All other respondents who had processed a 
JLGC guaranteed loan in 1996 indicated that there had been only 1 such loan at their branch 
during 1996. 

It is worth noting that four (4) of the six (6) respondents who had processed a JLGC loan 
guarantee in 1996 also reported activity in 1997 By contrast, respondents active with JLGC in 
1997 included a number who had not been active in 1996 

1995 - Only one (1) respondent of the twenty (20) or 5% of respondents had processed JLGC 
guaranteed loans during 1995 One (1) other respondent or 5% reported involvement with a 
JLGC loan guarantee during 1994. 

COMMENT 
These replies confirm JLGC's growng volume of guarantee activity. 

At the same time, the replies underline the scope for additional business development by JLGC 
at bank branch level This would include branch level targets such as respondents who did not 
even report a single JLGC guaranteed loan application in the current year , notwithstanding an 
often impressive volume of loan applicat~ons (See Section 3 Respondents), 

The indication of seven (7)JLGC guarantee requests at a single respondent bank branch and six 
(6) at another respondent bank branch during 1997 confirms the role that JLGC can play in the 
marketplace The fact that most other respondents reported less or nil JLGC loan application 
activity highlights the need for JLGC to identify and follow-up branch level marketing ('hot , 

buttons". 

QUESTION 9 
"Are you familiar w t h  other financial support or guarantee programmes in Jordan" 

RESPONSE 
Twelve (12) of the twenty (20) or 60% of respondents confirmed that they were aware of other 
support or guarantee programmes active in Jordan. 

Eight (8) of the twenty (20) or 40% of respondents indicated they were not familiar with other 
support or guarantee programmes active in Jordan. 

COMMENT 
Confirmation of familiarity with other support or guarantee programmes by 
a number of respondents implies they are likely in a position to make at least preliminary 
comparisons with these other programmes, and in the event of competing products, identify the 
easier option 



QUESTION 10 
"If YES in Question 9, which financial support or guarantee programmes would they be " 

RESPONSES 
Respondents varied widely in terms of other programmes wth  which they were familiar. By 
respondent count 

Housing 4 
Agricultural 3 
IDB 2 
Developing 2 
Cars Exchange 2 
Jordan Valley (JVA) 2 

A number of respondents also spoke of "US AID", "World Bank", "French Equity Swap" (under 
discussion), VISA 

COMMENT 
Respondents demonstrated a certain knowledge of a number of other support or guarantee 
programmes This underlines the need for JLGC to be conscientious In establishing a clear, 
distinct and competitive image for its range of guarantee products among banks at branch level. 

QUESTION 11 
"In general, compared to these other financial support programmes, do you find the application 
process for a JLGC loan guarantee: 

RESPONSES 
"About the same in terms of detail required and amount of information requested" 
Three (3) of the twenty (20) or 15% of respondents answered in the affirmative or "YES". 

"Less detailed and complicated than many other programmes". 
Five (5) of the twenty (20) or 25% of respondents answered in the affirmative or "YES" 

"More detailed and complicated than many other support programmes" 
Four (4) of the twenty (20) or 20% of respondents answered in the affirmative or "YES". 

COMMENT 
There would not appear to be a dlstlnct pattern to respondent opinion, w t h  answers regarding 
JLGC application procedure requirements divided between equal, less and more detailed than 
other financial support programmes 

Nevertheless, the fact that a number of respondents found JLGC procedures more detailed, 
reinforced by the knowledge that one of those respondents had processed a total of as many as 9 
JLGC loan applications since 1995, deserves study and appropriate follow-up. 



BRANCH LEVEL KNOWLEDGE OF JLGC PRODUCTS AND OPERATIONAL 
PARAMETERS 

QUESTION 12 
"Would you say that you understand the kinds of guarantee products offered by the JLGC" 

RESPONSES 
Five(5) of the twenty (20) or 25% of respondents concurred with the reply "Very Much So" 

Ten (10) of the twenty (20) or 50% of respondents indicated agreement with the reply 
"Generally" 

Three (3) of the twenty (20) or 15% of respondents stated "Somewhat" 

Two (2) of the twenty (20) or 10% of respondents declined to reply 

COMMENT 
In general, there was only basic knowledge about JLGC and its range of products Further, with 
two exceptions (both fi-om the same bank), not a single respondent had anything more than 
nominal awareness of JLGC's new Export Credit Guarantee programme. Noteworthy is that the 
respondent with the highest number of JLGC loan guarantee applications (and, all approved) 
was one of the four respondents to describe his knowledge of JLGC as "Somewhat". 

There is a critical need to broaden and deepen JLGC's marketing message and acquaint bank 
branch management wlth the kmds of guarantees JLGC can and does offer More to the point, the 
role which JLGC will play in strengthening thezr business 

QUESTION 13 
"What is the maximum size of a JLGC loan guarantee" 

RESPONSES 
In general, most respondents were visibly uncertain about this JLGC ceiling. 

No more than four (4) of the twenty or 20% of respondents were aware of the current JLGC 
ceiling maximum of lOOOOOJD A somewhat more typical response, provided by five (5) of 
twenty (20) or 25% of respondents, was 40000JD i e the pre-1997 JLGC maximum. Most other 
respondents were reluctant to provrde any specific figure. The one exception was a respondent 
who stated "5000JD" 

COMMENT 
Clearly, this weak knowledge of a basic component of JLGC's loan guarantee conditions 
underlines the need for JLGC to directly address banks at branch level Dependence on 
communication through bank head office contacts would appear to be less than effective. Further, 
it seems advisable to clarify JLGC's guarantee parameters with the broader aim of educating 



bank branch management as to the full extent of JLGC's potential to offer support to their 
lending activity. 

QUESTION 14 
"What is the maximum number of employees in an enterprise or organization that would be 
eligible to obtain a JLGC loan guarantee." 

RESPONSES 
As in the instance of Question 13, respondents were generally not clear on the maximum number 
of employees JLGC pre-condition Four (4) of the twenty (20) or 20% of respondents were able 
to prov~de the correct reply of 50 employees One respondent replied "4-5" while all others 
declined to respond 

When informed after that the maximum was 50 employees, the characteristic attitude on the part 
of respondents was that this was a higher figure than they would otherwise believed 

COMMENT 
The remarks provided in Question 13 apply equally here too - there is a need to dlrect the JLGC 
message to branch level with a view to better informing this critical target group about JLGC's 
key pre-conditions to loan guarantees By so doing, branch management will be more cognizant 
JLGC is not exclusively Involved with the smallest of small enterprises and, thereby, permit 
JLGC to 
reap greater advantage of its loan guarantee potential. 

QUESTION 15 
"Like any prudent lender JLGC requires adequate repayment security before it approves a loan 
guarantee. How difficult is it to obtain information on the borrower's repayment security package 
or collateral." 

RESPONSE 
Twelve (12) of the twenty (20) or 60% of respondents indicated "STRAIGHT FORWARD" i.e 
not difficult Six (6) of the twenty (20) or 30% of respondents confirmed "SOMEWHAT 
DIFFICULT" Only one (1) of the twenty (20) or (5%) of respondents replied "VERY 
DIFFICULT" One respondent declined to reply. 

COMMENT 
The general impression was that branch managers understood the imperatives of prudent lending 
and were not uncomfortable w th  the JLGC requirement to properly document a borrower's 
repayment secmty. 

QUESTION 16 
"If a JLGC loan guarantee applicant submits a feasibility study or business plan with the 
application, how much time do you spend with the applicant refining and improving the 
feasibility study or business plan." 



RESPONSES 
Seven (7) of the twenty (20) or 35% respondents indicated under 1 hour. 
Six (6) of the twenty (20) or 30% of respondents chose the response "2-3 Hours" 
Three (3) of the twenty (20) or 15% of the respondents indicated "> 4 Hours". 
Two (2)of the twenty (20) or 10% of respondents chose "1-2 Hours". 

COMMENT 
A total of thrteen of the respondents, provided answers ranging from 1-2 hours to upwards of 4 
hours per appl~cant business plan 

Respondents in practically all cases were based in act~ve bank branches Interviews for t h ~ s  
survey were frequently interrupted every few minutes, often every 2-3 m~nutes by staff requests 
for signing approval, authorizat~on or informat~on enquiries 

The strategic question for JLGC is whether gauged in the context of these seemingly routine 
business-days at bank branch level, how much of a conscious or subliminal deterrent IS the 
preparation of a busmess plan that may require a relat~vely significant amount of (uninterrupted) 
time T h s  Issue should be addressed with a view to mmimizing any adverse effects on branch 
management's enthusiasm to use the JLGC loan guarantee product 



ENHANCING BRANCH-LEVEL KNOWLEDGE OF JLGC OPERATING RULES 

QUESTION 17 
"Do you think it would be helpful if there was a standardized applicant 'check-list' available that 
could be installed on your computer and further help you complete a JLGC loan application " 

RESPONSES 
Six (6)  of the twenty (20) or 30% of respondents chose the reply "Very Much So", 
Eight (8) of the twenty (20) or 40% of respondents responded "Somewhat Helpful"; 
Six (6) of the twenty (20) or 30% of respondents indicated "Not Very Helpful" 

Two of the six respondents who indicated "Not Very Helpful" were, in combination, the source 
of more than one-half of the applications for JLGC loan guarantees indicated by all respondents 
in the current year. 

COMMENT 
The general attitude was enthusiasm for this proposal. In this regard, the comment "Not Very 
Helpful" from the two in the respondent sample most actively originating JLGC loan guarantees 
was to be expected i e they saw little incremental or "bottom-line" value in broadening their 
understanding. 

For most other respondents, and some with obvious interest, add~tional knowledge about JLGC 
was seen as desirable 

QUESTION 18 
"If you think a standardized JLGC domestic guarantee 'check-list' that could be installed on your 
computer would be helpful, what subjects should such a 'check-list' cover. 

"Basic Information Requirements". 

RESPONSES 
Eighteen (1 8) of the twenty (20) or 90% of respondents responded "YES"; two (2) of the twenty 
(20) or 10% of respondents stated "NO" One of the two "NO" respondents was the source of the 
largest number of JLGC loan guarantee applications among the respondent sample. 

"Detailed Examples of the Kinds of Collateral that are Acceptable to JLGC". 

RESPONSES 
Fifteen (15) of the twenty (20) or 75% of respondents replied "YES". One (1) respondent stated 
"NO" while four (4) respondents declined to answer 

"Loan Repayment Conditions and Terms" 

RESPONSES 



Fifteen (15) of the twenty (20) or 75% of respondents replied "YES" One (1) respondent stated 
"NO" and four (4) respondents chose to offer no answer 

"Maximum Size of a JLGC loan guarantee" 

RESPONSES 
Sixteen (16) of the twenty (20) or 80% of respondents replied "YES" Not a single "NO" reply 
was received while four (4) respondents declined to answer 

"Business Plan Writing Guidelines" 

RESPONSES 
Twelve (12) of the twenty (20) or 60% of respondents replied "YES" Two (2) respondents stated 
"NO" and six (6) respondents did not declare an opinion. 

"Key Issues that JLGC will consider when assessing an application" 

RESPONSES 
Fifteen (15) of the twenty (20) or 75% of respondents replied "YES" One respondent stated 
"NO" and four (4) respondents declined to answer. 

"Examples of Business Proposals JLGC frequently is Asked to Consider" 

RESPONSES 
Thrteen (13) of the twenty (20) or 60% of respondents replied "YES" Three (3) respondents 
replied 'NO"; one of these latter respondents was the originator of the largest number of 
approved JLGC loan guarantee applications among respondents Four (4) respondents declined 
to answer 

"Information Gaps in Business Proposals JLGC May be Asked to Consider" 

RESPONSES 
Thirteen (13) of the twenty (20) or 65% of respondents replied "YES". Only one (1) respondent 
stated "NO" while six (6) respondents declined to answer. 

COMMENT 
There was a general and often distinctly positive attitude among most respondents to the concept 
of a JLGC information "check-list" A number of respondents added "Jiddan" (Very) when 
confirming their "YES" replies. 

To the extent there was variation among affirmative responses to particular information 
categories, the suggestion of an electronic "page" containing basic JLGC loan guarantee 
parameters was especially well received. It should be noted that a somewhat smaller number of 
respondents affirmed their interest in a section dealing with business plan writing Conversely, a 



larger number of respondents demonstrated an essentially not-committed attitude by declining to 
reply to this particular suggestion 

The "check-list" emerges from the bank branch survey as a clear "wnner" and its refining and 
trial launch represent priorities 

QUESTION 19 
"Would you like to see JLGC expand its counseling services and have someone deal exclusively 
with questions involving JLGC loan guarantee procedures " 

RESPONSES 
Three (3) of the twenty (20) or 15% of respondents chose the reply "Very Much So". 
Eleven (1 1) of the twenty (20) or 55% of respondents opted for the response "Possibly a 
Good Idea" 
Six (6) of the twenty (20) or 30% of respondents chose the answer "Would Not Change the 
Process of Applying to the JLGC" Noteworthy, three of this lattermost group originated the 
majority of JLGC loan guarantees reported in 1997 fiom the whole respondent sample. 

COMMENT 
More active users of the JLGC loan guarantee programme, a disinct minority in the overall 
sample ,were often the respondents demonstrating little enthusiasm for the queried extension of 
JLGC's new counseling service 

More typically, a number of the other respondents conceded they had not been aware of such a 
service at JLGC Upon learning of its existence, during the survey, respondents were often 
demonstrably pleased. They expressed their desire to have direct branch level contact w t h  
JLGC's counseling unit. 



INFORMATION-GATHERING ON BORROWERS' SECURITY I COLLATERAL; 
ASSOCIATED PAPER-BURDEN 

QUESTION 20 
"On average, how long does it take within your bank for a JLGC loan guarantee application to be 
prepared for submission." 

RESPONSES 
"A Few Hours" 
Three (3) of the twenty (20) or 15% of respondents concurred this estimate. 

"1 Day" 
Seven (7) of the twenty (20) or 35% of respondents concurred with this estimate. 

"A Few Days" 
Four (4) of the twenty (20) or 20% of respondents concurred wth this estimate 

"1 Week" 
Three (3) of the twenty (20) or 15% of respondents concurred with this estimate. 

"1 -2 Weeks" 
One (1) of the twenty (20) or 5% of respondents concurred with this estimate. 

"2-4 Weeks" 
"More than 1 Month" 
None of the respondents concurred with either of these estimates 

Two respondents declined to answer. 

COMMENT 
As noted earlier, almost all of the respondents who participated in this survey were interviewed 
in the course of visibly full and frequently fast-paced business days Since fourteen respondents 
or 70% of the twenty respondents provided estimates of time required to prepare a JLGC loan 
applicahon ranging from 1 day to 1 week, and a fifteenth respondent estimated 1-2 weeks (this 
particular respondent had processed 3 JLGC loan guarantees in 1997), a basic question emerges. 

Put succinctly, is 1 day to 1 week, or more, too long to complete the applicahon process at 
branch level, given a myriad other tasks competing for a branch manager's or credit officer's 
attention during a standard work Moreover, is such a length of time a subliminal deterrent to 
increased guarantee application volume at branch level. 

Consideration of these related issues, and rectification where possible using streamlined 
application process, at least for smaller JLGC loan guarantee requests, would appear to be 
strongly recommended. 



THE CREDIT ACCESS LEVERAGE OF A JLGC LOAN GUARANTEE. 

- 
QUESTION 21 
"When submitting a loan guarantee request to the JLGC, do you generally do so only on behalf 
of account holders you have known for some time 

RESPONSES 
Seven (7) of the twenty (20) or 35% of respondents stated "YES" Thirteen (13) of the twenty 
(20) or 65% of respondents replied "NO". 

COMMENT 
Two important observations emerge from these replies The first is that one-third of respondents 
may be blunting the basic utility of a JLGC loan guarantee viz to enhance borrower access to the 
credit market Specifically, these respondents conceded they would only consider loans for 
account holders that they had know for some time 

A number of respondents were especially emphatic, they had to be comfortable" with a borrower. 
As an ~llustration, one respondent conceded he would query a loan applicant as to why they had 
approached hls bank, were the applicant not a regular account holder of his 

A second remark is that the group of "YES" respondents-those who indicated they would only 
submit JLGC loan guarantee requests for account holders known to them for some time -- had 
originated a total of thirteen (13) JLGC loan guarantees in the current year. This does indicate 
minimum account holder famllianty is not, per se, a deterrent to employing JLGC products in 
their banking business. Nevertheless, the "incrementality" of such business must surely be 
questioned. 

- 

Put slmply, do at least some of these particular loan guarantee requests merely involve credits 
that, as bankers, they might not themselves prudently recornrnend~approve. Hence, are they 
using JLGC as a "banker of last resort" Is this a proper role for JLGC. Are there procedures that 
JLGC can implement to minimize such off-loading of particularly risky credits - by obliging a 
bank to indicate the length of time they have known a borrower, the record established by such a 
borrower and why the bank now needs a JLGC guarantee. 

QUESTION 22. 
"If YES in Question 21, what is the amount of tune you would have to know an account holder" 

RESPONSES 
Only one respondent provided a specific figure - "3-6 months". The general comment was that 
there was no precise number; rather, achievement of a "comfort level" as a lender. Several 
respondents added that, as a result, the exact number varied. 



COMMENT 
In assessing the merits of a particular JLGC application, from the perspective of incrementality 
or leveraging a borrower's access to credit, these replies suggest that JLGC's loan underwriting 
should be seen as much "art" as it is "science". 

In target marketing loan repayment guarantees, JLGC recognition that some bank branch officers 
are especially conservative seems crucial Against this background, the JLGC repayment 
guarantee may be especially relevant in expediting the process of attainmg such a bank branch's 
loan approval "comfort zone" . 

QUESTION 23 
"Is this minimum amount of time a policy established by your 

"Bank Head Office" 
Ten (1 0) of the twenty (20) or 50% of respondents concurred with this explanation 

"Regional Manager" 
None of the respondents agreed with this explanation 

"Yourself' 
Six (6)  of the twenty (20) or 30% of respondents agreed with this explanation One of these six 
respondents had also concurred that the respondent's Head Office had also been involved 

Five respondents declined to reply 

COMMENT 
The basic impression formed during the Interviews was that the decision to slow the credit access 
was as much a reflection of initiatives at the branch level as it was the product of "top-down" 
policy from head office. Thls indicates that JLGC's marketing and education initiatives are as 
much relevant at branch level as they are to personnel at a bank's head office. 



LOAN APPROVAL EXPERIENCE 

QUESTION 24 
"If you have submitted loan requests to your management without a guarantee from an 
organization like the JLGC, have they generally been 

"Approved Without Change" 
Eight (8) of the twenty (20) or 40% of respondents confirmed this basic expenence 

"Approved After Changes" 
Ten(l0) of the twenty (20) or 50% of respondents agreed w t h  this reply 

"Rejected" 
Two (2) of the twenty (20) or 10% of respondents agreed with this reply 

One of the respondents indicated there had been no general pattern to their JLGC loan guarantee 
experience Another respondent termed the senior management approval as "conditional". 

COMMENT 
Most insightfid is that only two of the respondents spoke of their loan requests having been 
rejected by bank management wthout a JLGC guarantee 

A certain and understandable reticence to reveal internal bank experiences may have lead to such 
a high level -- 18 of 20 or 90% of respondents -- to report that their loan requests were either 
approved wthout or, at most, with change by higher management 

All the same, such a basic pattern identifies a profound marketing challenge to JLGC. Namely, 
how to elicit wide target audience (bank branch) enthusiasm for a product (the JLGC loan 
guarantee) which may not radically alter the target audience's performance (rate of loan 
approval) with senior management 

In this respect. it is additionally revealing that three of the respondent group most actively using 
the JLGC guarantee product were among the eight respondents who stated their loan application 
recommendations, even when 
not guaranteed by JLGC, had been approved without change by higher management. This 
suggests the loans they had been processing with a 
JLGC guarantee were somehow "special" i e in terms of size, type, collateral, sector . 

From the perspective of preparing a medium-term business plan or scenario for JLGC, just how 
large are these "special" category of loans Likewse, how can the JLGC "reach" bank branch 
management and more aggressively engage them in an active dialogue on their "special" loans, 
as and when they are being initially screened. 

QUESTION 25 
"If you have submitted loan guarantee requests to JLGC, have they generally been" 



"Approved Without Change" 
Six (6) of the twenty (20) or 30% of respondents agreed with this reply 

"Approved With Change" 
Nine (9) of the twenty (20) or 45% of respondents concurred with this reply 

"Rejected" 
None of the respondents reported this general experience 

Six respondents declined to reply 

COMMENT 
With a combined figure of 15 of 20 or 75% respondents reporting approval without or with 
change by senior management in respect of their JLGC guaranteed loan applications, the basic 
pattern described in Questlon 24 applies here too. Reassuring for JLGC is that there is no 
significant divergence between responses re loan approval rates reported in Question 25 (with 
JLGC guarantee) vs Question 24 (without JLGC guarantee) In effect, JLGC's future marketing 
development challenges do not appear to lie in "winning over" bank senior management to 
consider applications guaranteed by JLGC. 

QUESTION 26 
"If your loan guarantee applications to JLGC have had to be changed, why have they had to be 
changed." 

"Insufficient information on the borrower" 
Seven (7) of the nine (9) respondents reporting changes to applications confirmed this 
information gap 

''No business plan" 
Three (3) of the nine (9) cited thls information gap. 

"Collateral insufficient" 
Two (2) of the nine (9) cited this deficiency 

"Did not follow JLGC loan guarantee application methodology" 
Four (4) of the nine (9) identified this as the reason 

"Some Other Reason" 
The two respondents who opted for t h ~ s  reply spoke variously of final outcome resting with their 
bank's head office or chose not to be specific 



COMMENT 
The reasons for change to JLGC applications should be seen as a varied and, likely, variable 
mixture. Inter alia, lack of specifics on a borrower, collateral deficiencies, the JLGC application 
requirements. Regarding the lattermost explanation, there was a sense from these respondents, 
and a number of the other respondents, that the JLGC application was relatively complicated and 
required specialized knowledge. In this respect, the reply from several of the Housing Bank 
respondents, when asked why their bank was more active than other banks in the JLGC 
programme, is helpful "Because our system [for loan appl~cations] is like yours" JLGC's 
objective, in thls light, should be to work with branch level personnel in other banks so that they 
too can feel more comfortable with the application process 

QUESTION 27 
"If your loan guarantee applications to JLGC were rejected, why have they been rejected " 
"Borrower would not provide requested information on the basic busmess" 
Six ( 6 )  respondents cited ths  factor 

"The loans guaranteed by the JLGC were felt by the JLGC to be not in keeplng wth the JLGC 
loan programme" 
Fwe (5) of the respondents cited this factor 

"The business plan was inadequate and the applicant would not improve the business plan" 
Four (4) respondents confirmed this factor as the explanation. 

"Collateral offered was insufficient and that was the best that the applicant could offer" 
Two (2) respondents confirmed ths  factor as the explanation 

"JLGC had previously rejected an application by the same application and bas~c conditions had 
not changed" 
Three (3) respondents concurred with this explanation. 

COMMENT 
"Many reasons why" summarizes the overall pattern of JLGC loan application rejection. 
Encouraging is that deficiencies, in terms of collateral, were not an especially important factor. 

That a number of borrowers, according to several respondents, would not provide information on 
their basic business is not an issue about which JLGC 
ought to be overly concerned Borrower disclosure is standard international practice 
Nevertheless, a streamlining of application format seems advisable. 



JLGC LOAN GUARANTEE VOLUME POTENTIAL 

QUESTION 28 
"In your region, do you see 

"Many loan requests where the JLGC loan guarantee would be helpful" 
Ten (1 0) of the twenty (20) or 50% of respondents agreed with this reply 

" Few loan requests where the JLGC loan guarantee would be helpful" 
Seven (7) of the twenty (20) or 35% of respondents agreed with this reply 

"Rarely see loan requests where the JLGC loan guarantee would be helpful" 
Four (4) of the twenty (20) or 20% of respondents agreed wth  this reply 

COMMENT 
The general direction of replies suggests an encouraging pattern re respondents' sense of 
potential JLGC business, with one-half of the sample concurring with the reply "many loan 
requests" 

The issue for JLGC, given the often high volume of loan applications reported by respondents at 
bank branch level , is for business development staff of JLGC to have a branch-level marketing 
program sufficiently active that it meets such potential loan requests as and when they are 
occuring. In this respect, a JLGCIbank pilot programme initiative - involving bankshranches 
less active to date in the guarantee programme-appears advisable 

QUESTION 29 
"If you only see a few or rarely see loan requests where the JLGC loan guarantee would be 
helpful, why is that so 

"Our clients tend to be bigger and their credit needs are larger than the JLGC loan guarantee" 
Six (6) respondents provided this explanation 

"Our clients tend to be basic deposit holders and would not need a loan that JLGC could 
guarantee" 
Only one (1) respondent chose this explanation. 

"Our clients largely do not understand the process of applying for a loan guarantee'" 
Ten (1 0) respondents chose this explanation or practically all respondents who had indicated, in 
Question 28, that they saw few or rarely saw loan requests relevant to the JLGC loan guarantee 
programme . 



COMMENT 
Two key observations emerge from the responses 

One fact is that a number of the respondents most actively using the JLGC guarantee programme 
were included in the very group who cited the explanation "Our clients tend to be bigger. " This 
suggests an imperative for JLGC to determine what are the credit needs of those bigger clients 
and whether they conform to JLGC's newer Export Credit Guarantee programme 

The second observation is the large number of respondents indicating "Our clients do not 
understand the process of applying for a loan guarantee" This was remarked upon, often with 
particular emphasis, by several respondents and deserves pr~onty review by JLGC senior 
management 



JLGC INFORMATION SESSIONS 

QUESTION 30 
"Would you like to attend a JLGC Informat~on Meeting. 

"Should this informat~on session be focused on basic JLGC informat~on requirements" 
Eleven (1 1) of the twenty (20) or 55% of respondents supported this focus. 

"Should this information session deal extenswely with collateral and repayment security". 
Seven (7) of the twenty (20) or 35% of respondents requested that this Issue should be covered. 

"Should t h ~ s  mformation session provide brief examples of loans that JLGC has guaranteed and 
others wh~ch JLGC had rejected for guarantee" 
Fifteen (15) of the twenty (20) or 75% of respondents requested this such examples should be 
provided 

COMMENT 
The general sense of replies was that a primer on JLGC products and, most especially, what 
JLGC would support and what JLGC would not support ,was advisable 

A number of respondents had attended general JLGC information sessrons at then bank's head 
office but were clearly had In mind a more deta~led and smaller gathermg that would be more 
specific to their client base's needs 

QUESTION 3 1 
"The JLGC does have a new Export Credit Guarantee programme. Would you like to have and 
explanation of this new Export Credit Guarantee programme also included in the 

"Same JLGC Information Meetmg" 
Six (6) of the twenty (20) or 30% of respondents replied "YES" 

"A Separate JLGC Information Meeting" 
Thirteen (13) of the twenty (20) or 65% of respondents replied "YES" 

COMMENT 
In the main, respondents felt that the Export Credit Guarantee (ECG) programme was new and 
quantitatively different from the JLGC domestic loan guarantee - for example, in terms of target 
audience, type of business, degree of transaction complexity Hence, preference for a separate 
session 

At the same time, this begs a wder question. Should such sessions be focused on JLGC's main 
products - supply-driven - or is it more advisable for sessions to be focused on a commonly- 
shared theme in terms of a potential attendee's geograph~cal market andlor industry sector - 
demand dnven. From experience, the latter would send a message to attendees, in effect 
confidence-building, that JLGC knows their market and is not merely selling JLGC services. 



QUESTION 32 
"Would you like to invite a few potential borrowers to also attend such a JLGC Information 
Meeting" 

RESPONSES 
Eleven (1 1) of the twenty (20) or 55% of respondents replied "YES" Nine (9) of the twenty (20 
or 45% of respondents replied "NO" 

COMMENT 
There was a certain caution on the part of some of the "NO" respondents w~th  regard to this 
suggestion Some remarked they preferred not informing borrowers that a JLGC guarantee was 
involved - concerned that a borrower might be more likely not to repay A contrasting opinion 
was expressed by a somewhat larger number of the "YES" respondents - they felt borrower 
knowledge that JLGC was providing a loan guarantee would discourage a borrower's temptation 
to not meet repayment obligations 

- The respondent "signal" concerning JLGC's new ECG programme was, however, much clearer 
Exporters should be invited and the operational mechanics of how the ECG programme worked, 
what is covered and what is not covered, should be hlly explored Paraphrasing one respondent 
"To advance fiom the theoretical" 

- - QUESTION 33 
"Have you any thoughts about how to increase interaction with JLGC" 

- 

-- RESPONSES 

- 
The most common remark concerned the need to deepen JLGC contacts at bank branch level 
Among the comments. 

"Make meetings for branch managers to understand this programme [ECG], 
"Continuous contact and visits to banks fiom period to period", 

.- "Increase promotional means"; 

I "Increase visibility", 
"Why not provide promotional items (cups, pens, for example); 

- "Marketing". 

I COMMENT 
The message from practically all respondents was consistent 

I JLGC needs to be seen at bank branch level, regularly and continuously JLGC must be 
perceived by bank branch personnel as the~r partner and persuade branch personnel that they w11 
benefit from this association with JLGC 



APPENDIX IV 

SMALL AND MEDIUM ENTERPRISES SURVEY 



BACKGROUND 

A deliverable under the JLGC Marketing Advisor's assignment is a survey of exporters to 
determine need and modalities for the recently launched Export Credit Guarantee Program. 

In fulfillment of t h s  mandate, a series of in-person interviews were held during the August- 
October 1997 period with CEOs or senior management of ten Jordanian exporting companies 

The respondent population was selected to permit representation from a number of Jordan's 
emergmg export sectors- pharmaceuticals, finished garments; manufactured foods; beauty and 
health care products, paper production; tradable services 

Individual interviews lasted from 1 hour to 2 hours and, with a single exception, were conducted 
in English. 

This kind of systematic information gathering should be a pre-condition of product development 
initiatives at JLGC It is hoped that the data gathering summarized in this report mll serve as a 
useful contribution in pursuit of this objective. 



INTERVIEW TEAM 

Morton Roodman 
Marketing Advlsor 
JLGC 

Said Hammami 
ECG Consultant 

Khaldoun Khalaf 
ECG Department Head 

Samir Arabiat 
Director of Marketing 
JLGC 

RESPONDENTS 

Pharmaceuticals 
Hikrna Investments 
Arab Centre for Pharmaceutical and Chemical Industries 

Veterinary Products 
Vapco 

Medical Products 
Jordan Medical 

Food Products 
National Establishment for Export Development (MED) 

Garments 
El-Zay Ready Wear Manufacturing Co. 

Paper 
National Industries Company 

Beauty and Health Care Products 
Zara 

Oscar Dead Sea Products Corporation 

Tradable Services 
MMIS 



EXECUTIVE SUMMARY 

THE SURVEY OF TEN JORDANIAN EXPORTERS REVEALED THE PRIORITY NEED TO 
CUSTOMIZE AND REFINE BOTH TYPES OF COVER OFFERED UNDER THE EXPORT 
CREDIT GUARANTEE (ECG) PROGRAMME, RE-SHIPMENT AND POST-SHIPMENT 
PROGRAMME 

IN PARALLEL, TO REFINE THE ACTURIAL SOUNDNESS OF THESE TYPES OF 
COVER 

RESPONDENTS, 

REGARDLESS OF SIZE, WERE STRONGLY FOCUSED ON EXPORTING THE 
HIGHEST PERCENTAGE REPORTED BY AN INDIVIDUAL RESPONDENT WAS 96% 
OF TOTAL ANNUAL TURNOVER. 

GENERALLY DID NOT SEE THEIR EXPORTING AS FUNDAMENTALLY RISKY ON 
THE WHOLE, THEY REPORTED THE VOLUME OF PROBLEM ACCOUNTS, AMONG 
FOREIGN BUYERS, AS BEING SLIGHT 

EXPRESSED INTEREST IN SPECIFIC TRANSACTION COVER FOR SHIPMENTS TO 
CERTAIN REGIONAL AND EMERGING MARKETS 

OFTEN REACTED FAVOURABLY TO A 90% GUARANTEE RATIO VS. THE 
PRESENT 85% BUT PRICING SENSITIVITY REMAINED A SIGNIFICANT 
CONSIDERATION 

SPOKE FREQUENTLY OF ORDER-TO-FINAL PAYMENT PERIODS IN THE RANGE 
OF 60 DAYS OR LESS. THIS WOULD RESULT IN THIN MARGINS ON PRE- 
SHIPMENT GUARANTEES AND MERITS URGENT JLGC REVIEW. 

MOSTLY INDICATED THAT MINIMUM PER SHIPMENT SIZES WERE AT LEAST 
AS LARGE AS JLGC'S CURRENT PRE-SHIPMENT GUARANTEE MAXIMUM 
VALUE, OWING TO MARINE TRANSPORT SCALE ECONOMIES (1 x 20 FT. 
CONTAINER) 

TYPICALLY HAD BEEN DEALING WITH THEIR FOREIGN ACCOUNTS FOR A 
NUMBER OF YEARS AND WERE LARGELY COMFORTABLE WITH PAYMENT 
ARRANGEMENTS OFTEN, THE LATTER INVOLVED A SUBSTANTIAL CASH 
DEPOSIT, CASH AT TIME OF ORDER OR AN L/C DRAWN AT AN ACCEPTABLE 
BANK 



SPOKE FREQUENTLY OF EXPORT ORDERS BEING CUSTOMIZED (PACKAGING, 
TECHNICAL SPECIFICATIONS), THUS REDUCING THE LIKELIHOOD OF HIGH 
CLAIMS RECOVERY, BY JLGC, IN THE EVENT OF BUYER PAYMENT DEFAULT 

WISHED TO LEARN MORE ABOUT HOW THE ECG PROGRAMME COULD HELP 
THEM BUT CLEARLY REQUIRED HIGHLY SPECIFIC INFORMATION ON HOW 
THE ECG PROGRAMME COULD ENHANCE THEIR COMPANY AND BETTER ITS 
OVERALL PERFORMANCE 



Question 1 
What percentage of your total sales during 1995-1996 were sold to non-Jordanian buyers? 

REPLIES 
Without exception and regardless of company size, respondents indicated that exports 
represented a large percentage of total sales. The highest figure cited, for one of the smallest of 
the respondents, was 96%. A number of other respondents indicated approximate proportions in 
the range of 80% or 90% 

The explanat~on provided was straightforward - there was a limited internal market for 
respondent's products (type, volume) A number of respondents stated they had consciously 
expanded their volume of exports to limit exposure to domestic accounts within Jordan that they 
perceived as more risky. in terms of buyer non-payment, than their export accounts 

COMMENT 
In many respects, Jordan's exporters reflect an absence of the exporting "middle class" that may 
be seen in developed economies - where many companies engage in a modest level of exporting 
and relatively few would first consider themselves "exporters. 

In the Jordanian case, a somewhat different pattern emerges fiom the replies of exporter 
respondents. They appear to have identified a niche and sought to expand on it, in some instances 
specifically because foreign business was seen as less r i s b  than domestic sales. This is the near 
opposite of the pattern in North America, Europe and JapdOceania where exports are felt to be 
potentially lucrative but riskier than domestic sales. 

The implication is that a "whole turnover" approach, suggesting the general risks in exporting, 
may not be widely effective as an ECG marketing concept More likely to elicit exporter interest 
appear to be themes connected with "specific transaction" cover, with challenges in more 
difficult export markets. 

In terms of broad marketing themes: 

"GROWTH = YOUR EXPORT SALES+JLGC" 
"GUARANTEED EXPORT PAYMENTS = JLGC" 
"IF YOUR EXPORTS ARE A CONCERN, CALL US 
"YOUR EXPORTS - THAT'S OUR BUSINESS T O O  

QUESTION 1.1 
Typically, are your sales to buyers outside of Jordan direct to foreign buyers, through import 
trade monopolies, through a network of contracted agents, through your own foreign sales 
representatives 

REPLIES 
A range of responses were provided and no typical pattern emerged Import trade monopolies, 
however, were seldom mentioned. More characteristic was direct sale to buyers or via sales 



representatives or agents. A few respondents, owing to sectoral characteristics, did speak of sales 
to foreign government departments, e.g , Ministry of Health. It was in this latter type of context 
i.e., public sector sales that payment delays were , if at all, reported by respondents 

COMMENT 
The implication is that JLGC will have to refine its ECG product to factor in the intermediary of 
consignment-type sales via agents or comparable entities. 
This is an issue that major export credit agencies have faced and have now acceded to cover. A 
separate issue are sales to public entities such as Health Ministries - to properly define what is a 
payment delay (period, payment remmders, etc) and consider accepting to cover such 
circumstances if it involves a new foreign buyer 

QUESTION 2 
How much of your exports went to .. 

REPLIES 
Respondents provided a range of answers A number pointed to regional markets as continuing 
sources of export orders. Among the markets cited in this context. Egypt, Israel, Sudan, Saudi 
Arabia, UAE. 

Others cited European Union member countries, in at least one case via a technology transfer1 
production buy-back arrangement 

Only only a minority of respondents reported direct sales to the USA and South America; the 
same was true for exports to buyers in Asia In this lattermost regard, one respondent explained 
that the recent downturn in S E. Asia and the fall in local currencies there have not as yet curbed 
purchase order volume from that region. 

Some respondents spoke of new orders being received from the Former Soviet Union (Russia), 
Vietnam, Albania. 

COMMENT 
If JLGC is to be fully "part of the picture," it will have to consider cover for exports to countries 
in the immediate region and North Africa. Shipments to %on-traditional" destinations were often 
as slight a factor among respondents as they are in Jordan's merchandise trade statistics. 
Moreover, to enhance ECG actuarial soundness, by building volume/income base, cover for 
regional markets will have to be offered - even if this involves a significantly higher premium 
reflective of attendant political risk and the like. 

QUESTION 3 
What is the average size of an export shipment made by your company? 

REPLIES 
Respondents most often cited transport scale economies (minimum - 1 x 20Ft. container) and 
spoke frequently of per shipment sizes of US$ 100,000, or more (e g., suppliers of basic 



manufactures). The smallest per shipment size was from one of the larger exporters surveyed, 
US$ 15,000-25,000; US$40,000 per buyer, reflecting specific sectoral characteristics 

COMMENT 
These replies suggest that the current pre-shpment guarantee maximum of 1OOOOOJD (guarantee 
ratio. 75%) should be reviewed on a priority basis At its present level, the pre-shipment 
guarantee maximum may not reflect typical exporter volumes, per shipment and likely needs to 
be revised upward to have a less restricted appeal within the Jordanian export community. 

QUESTION 3 1 
On average, do your shipments to non-Jordaman buyers involve special orders and customized 
specifications and packaging/sizing no different fiom the requirements of buyers in Jordan? 

REPLIES 
The demarcation was typically between non-Jordanian and Jordanian sales, in accordance 
with the replies received in Question 1 Rather, between buyer specifications - which were end- 
use specific In case of personal care products, local phyto-sanitary and packaging requirements 
were also important 

COMMENT 
This question was posed, in part, to determine the potential for claims recovery - customized 
buyer specifications often translate to diminished likelihood of substantial claims recovery As 
one respondent observed, "Each account's specifications are different and it is not easy to 
dispose of such a product to another buyer " The implication is that claims recovery is likely to 
be modest in many cases and this should be factored into ECG product pricing. 

QUESTION 3 2 
As a supplier to your foreign buyers, are you generally the only source or one of the few 
available sources, one of several possible foreign sources, an occasional supplier competing 
against dominant established suppliers? 

REPLIES 
The typical reply was "One of several possible foreign sources." In one instance, because of 
increasing end-user concern re the extent of possible raw material contamination, the reply "The 
only source or one of the few available sources" was felt to be potentially appropriate. 

COMMENT 
Respondents were largely "price-takers", competing against several suppliers and not "price- 
makers", supply monopolists/duopolists This would even be true for products in which Jordan 
(+ neighbonng Israel) are the sole sources in the World i.e., health care products using Dead Sea 
salts. Such a competitive situation implies that the ECG product should be priced accordingly, to 
maintain a supplier's overall edge in the end-use market. 



QUESTION 4 
Are your exports to Arab countries larger on average than those to non-Arab countries, smaller 
on average than those to non-Arab countries, about the same size as those to non-Arab countries? 

REPLIES 
While the pattern was not uniform, several respondents indicated that exports to Arab countries 
were larger on average than those to non-Arab countries For those respondents where the reverse 
was true, with average exports to Arab countries smaller than to non-Arab countnes, the 
explanation was product-specific. For example, overseas interest in the properties of products 
employing Dead Sea salts; a technology transferlbuy-back agreement 

COMMENT 
The replies reinforce the need for the ECG program to cover exports to regional markets a, in 
light of potential claims incidence, to charge a commensurate premium 

QUESTION 4 1 
Are your exports to Arab countries evenly spread throughout the year? 

REPLIES 
One respondent, a manufacturer of canned food, spoke of the Hajj period being a peak season 
Another respondent identified winter as a peak period for sales - the company manufactured 
paper for use as input to converterlend-users for production of facial tissue A supplier of 
specialized management consulting services indicated that the April-October period, followrng 
the regular season of corporatelorganization Annual General Meetmgs, was a key time of 
business activity. In general, however, other respondents with more diversified product lines 
indicated that sales, overall, were typically even throughout the year . 

COMMENT 
The question was posed to determine optimum time for marketing the ECG product - the replies 
imply that for many exporters shipping to Arab countries, there would be no "best time". 
Nevertheless, for suppliers catering to the Hajj season - e.g., prepared food products, an ECG 
selling campaign prior to this annual event may be appropriate. 

QUESTION 4.2 
Are your shipments to non-Arab countries evenly spread throughout the year. 

REPLIES 
To the extent that there were peaks, these were often sector-specific For example, the twice-per- 
year merchandising cycle of Spring and Fall clothing lines, the August summer vacation period 
in the Northern Hemsphere. As in Question 4 1, there would not appear to be any uniform "best 
time" to market the ECG product. 

QUESTION 5 
When you sell to non-Jordanian buyers, are your sales typically FOB Jordan supply point, 



CIF landed in the country of purchase, CIF landed in a third country other than the country of 
purchase? 

REPLIES 
Typically, exports were priced either FOB Jordan supply point or CIF landed in the country of 
purchase. 

COMMENT 
These replies, if representative of the wider Jordanian export picture, suggest that the ECG 
underwriting concerns will not be complicated as a result of export shipment through third 
countries (a growng pattern among many Western companies, owing to regional customs 
unions, multinationalization of plant investment, world product mandating) 

QUESTION 5 
How would you characterize your shipments to foreign buyers? 

Open Account 
Net 30 Days 
Net 60 Days 
Net 90 Days 
Net 120 Days 
Net 180 Days 
Net 360 Days + 

REPLIES 
Each respondent provided a d~fferent reply - depending on sector and region of export. There 
was, as a result, no typical pattern. 

COMMENT 
The absence of any "typical pattern" implies that it would be unwise for JLGC to endeavor to 
standardize its underwriting procedures in terms of maximum payment that would be covered. 
Rather, the undemting approach would have to be based on "industry standard." 

QUESTION 6 
In what currency are most of your inputs denominated? 

REPLIES 
To the extent that respondents procured wthin Jordan, JD were used. However, for the bulk of 
respondents who made use (to varying extent) of foreign inputs, e g., packaging, fabric, 
pulplpaper fiber, US$ were the principal payment instrument wth some use of D-Marks and, in 
one case, Italian Lira 



COMMENT 
These relies conform with the established belief that US$ represent the "lingua franc" in 
international business. Clearly, to the degree that the JD might decline in value in future, there 
would be impact on the basic cost structure of these hitherto largely successful niche exporters. 

QUESTION 7 
In what currency are most of your exports paid? 

REPLIES 
The typical reply was US$ 

COMMENT 
See Comment under Question 6 

QUESTION 8 
How much more attractive to you is a foreign buyer payment guarantee that covers 90% of the 
value of an export transaction vs 85%? 

Much more attractive 
Somewhat more attractive 
Not a great deal more. 

REPLIES 
The predominant reply was "Much more attractive" There was, predictably, an auxiliary 
discussion of cost for such additional guarantee coverage 

COMMENT 
The level of 90% is closer to the norm among more established export credit agencies - at 85% 
guarantee level, the insured party's 15% "deductible" + the cost of a "whole turnover" premium 
can make the prrce of such an export guarantee seem expensive to those unfamiliar with an ECG- 
type product. There is a pressing need both for JLGC to decide on whether it will offer such a 
higher guarantee level and if so, pricing sensitivity; potential for claims; actuarial soundness' 

QUESTION 9 
Would you be more likely to an export buyer guarantee if you had the option of excluding sales 
to 

Your largest buyer? 
Your two largest buyers? 
Your three largest buyers? 
Sales to one region of countries? 



REPLIES 
To the extent that respondents were inclined to consider an ECG post-shipment guarantee, in its 
current "whole turnover" format, exclusion of largest (typically, most established) buyers was 
generally seen as preferable. 

COMMENT 
The replies identified the single biggest challenge of the ECG post-shipment program to building 
adequate volume - exporters do not perceive their major foreign customers as "risks" 
Respondents did concede shipments to certam markets contained a risk element and it is in 
regard to these particular export shipments that JLGC would be well advised to focus marketing 
efforts and development of guarantee products 

QUESTION 10 
What is the average length of time between when your company receives an order from a foreign 
buyer and is paid in full by a foreign buyer? 

REPLIES 
The longest reported was 180 days - often owing to the seasonality of the respondent's particular 
business and the long lead-times e.g., Spring 1998 orders have already been placed More typical 
was a figure of 60 days and less so, 30 days and, in one instance, 15 days (selling from 
continuous production). 

COMMENT 
These replies provide a good "sense" for the kinds of pre-shipment guarantee terms that JLGC 
can expect to be asked to cover Given other key pre-shipment guarantee parameters, inter alia, 
maximum coverage, % of guarantee, premium rate, period of premium calculation, a JDlOOOOO 
pre-shipment cover on such a 60 day basis would generate premium income of 188JD vs JLGC 
contingent liability of 75000JD. Unless a large volume of such pre-shipment guarantees 
develops, the current pricing seems underfunded to accommodate even a single claim of such 
contingent liability magnitude. 

QUESTION 11 
How much of your typical export sale is paid before final shipment? 

REPLIES 
Respondents provided a range of answers, these lo%, Irrevocable LIC; 50% up-front; Cash upon 
Order 

COMMENT 
These replies provide a further explanat~on why most respondents were inclined to increase their 
exporting activity, even without a buyer credit guarantee Through partial (or more) pre-shipment 
payment, respondents have lowered the potential for foreign buyer default. JLGC's ECG pricing 
will have to factor in this element Alternatively, JLGC could consider varying the degree of 
cover, permitting exporters to guarantee the proportion of each shi~ment which has not been pre- 
pad  or otherwise funded 



QUESTION 12 
During a typical year, what is the percentage of your export sales from whch you encounter 
payment problems? 

1% or less 
No more than 5% 
No more than 10% 
No more than 15% 
No more than 20% 
No more than 25% 
More than 25% 

REPLIES 
Most respondents chose 1 %; one respondent stated 5% and one other respondent stated 10% 

COMMENT 
This again identifies the fundamental ECG marketing challenge - unlike export credit agencies 
in industrial countries, JLGC is selling a family of guarantee products to a community of 
exporters that would appear to see only mimmal payment risk in their business. Respondent 
exporters do concede that there have been payment delays, e g , when selling to public sector 
buyers and that certain markets may require the ECG product The challenge to JLGC is, 
therefore, to develop a specific transaction or specific region guarantee and price it to achieve 
actuarial soundness. 

QUESTION 13 
Do you believe that an export payment guarantee would help you when negotiatmg for working 
capital with banks? 

Definitely 
Quite Likely 
Maybe 
Not At All. 

REPLIES 
Some respondents were clearly persuaded by the leverage that an export payment guarantee 
could provide when negotiating with banks This included even certain larger exporter 
respondents. Other respondents were less sure - largely because they did not perceive significant 
working capital problems and were unclear as to the potential benefits of the ECG guarantee 
mechamsm. 

COMMENT 
The ECG has a basic inforrnaQon challenge - to persuade exporters that an export credit 
guarantee is "money in the bank". This will mean highly specific case examples of how the 
guarantee works; what is the effective price of the guarantee to the exporter (at various levels of 



claims incidence), the impact of the 15% "deductible"; and quite possibly, direct involvement 
during any JLGCIexporter meeting fiom representativels of banks who are signatories to the 
ECG arrangement 

QUESTION 14 
Does your bank provide you with information about foreign sales opportunities? 

Frequently 
Sometimes 
Occasionally 
No. 

REPLIES 
One respondent did confirm that their company's bank was providing sales leads in export 
markets, Another respondent indicated that trade support organizations like JEDCO were directly 
involved Other respondents were less clear about the extent of sales leads provided by non- 
company sources Some respondents identified this particular niche as a "value-added" service 
that they felt could be part of the overall ECG process. In effect, "one-stop shopping" 

COMMENT 
There is a niche to be addressed and at least one respondents, one of the largest exporters in the 
sample, was emphatic that a joint approach with JLGC (and other players) in the area of new 
export market development could and would be mutually beneficial 

QUESTION 15 
What is the principal line of business of your company, your foreign buyers? 

REPLIES 
Respondents' companies included: pharmaceutical manufacturers; makers of veterinary 
medicines; paper producer; garment factory; a food manufacturer, makers of consumer 
merchandise (health and beauty products); services 
suppliers 

Foreign buyers included: sales agents; major retailers; small boutiques; manufacturers; the health 
services sector (human/ammal) 

COMMENT 
The survey underlmed the extent to which no two industries are alike and, indeed, how different 
they can often be. This further reinforces the urgent need to customize the ECG product to 
address sectoral features - production cycle, payment terms, percept~on of buyer payment risk; 
new market development and the role of the post-shpment guarantee 



QUESTION 1 5.1 
Are your foreign buyers generally Foreign Governments or Foreign Government Agents, Private 
Sector, Locally Owned, Local Subsidiaries of Foreign Companies, or International 
Organizations? 

REPLIES 
Typically, buyers appeared to be private sector, locally owned Health care product manufacturer 
respondents frequently were selling to Foreign Government entities Only one respondent 
indicated that sales were frequently to International Organizations (e.g , World Bank) 

COMMENT 
The replies indicate that buyer credit approvals are likely to involve sales to private sector groups 
and w11 demand a strong credit information base covering regional markets and supplementing 
the COFACE data set 

QUESTION 16 
How long have you been selling to most of your foreign buyers? 

REPLIES 
While often not generalizing, respondents did imply they had been selling to their larger foreign 
buyers for several years 

COMMENT 
Exporter respondents clearly "knew their market" and even how to finesse payment problems 
e.g , access to hard currency in Nigeria using an offshore arrangement with buyer credits drawn 
on an account held at a Lebanese bank. Here again, further reason for JLGC to refine its "sales 
pitch" - exporter respondents knew their buyers and were reasonably comfortable with them 

QUESTION 17 
Briefly, what does the term "export credit guarantee" mean to you? 

REPLIES 
Typically, respondents had a only a general sense of what an export credit guarantee was; how it 
worked, and how it might assist their company. 

COMMENT 
JLGC must sigmficantly enhance its explanatory materials w t h  respect explaining the mechanics 
and utility of the ECG product. This should be seen as a pre-condition to increasing interest and 
"salability" of the program. 

QUESTION 19 
When you are selling to non-Jordanian buyers, are your risks of buyer non-payment or default 
generally traceable to Commercial Factors or Political Factors? 

REPLIES 



Respondents, if they conceded there were payment problems, cited political factors - e g , local 
prohibition on confirming L/Cs, good buyerhigh risk country, payment delays because of highly 
centralized political structure for payment approvals, Second Gulf War 

COMMENT 
JLGC must study ways and means of offering cover for politically related foreign payment risk 
This would clearly be of interest to exporters 

QUESTION 20 
When you sell to non-Jordanian buyers, do you often go into a consortium wth  other companies 
to fill a foreign order7 

REPLIES 
In the main, the replies were "NO" One respondent d ~ d  indicate that through offshore plant 
investments, his company had access to a wider internal or in-company procurement base 

COMMENT 
Jordanian exporters generally appear to st111 be "Lone Rangers" -- selling directly to forelgn 
buyers and not engaging in an international division of labor with other companies to fill export 
orders This likely will constrain the amount of larger business that the ECG programs can hope 
to see, given the relative narrowness of the Jordanian production base and the minimum supply 
needed to quote on more substantial foreign orders 

QUESTION 20 1 
When you sell to non-Jordanian buyers, do you often make use of sub-suppliers? 

REPLIES 
Responses varied wdely - some exporters confirmed that they did use sub-contractors, others 
indicated that legal regulations in their sector (pharmaceuticals) prevented this Still other 
respondents indicated there were only two local companies in their industry and the second 
company was a direct competitor 

COMMENT 
"Consortium guarantees" -- involving prime and subcontractors -- would not appear to be yet in 
significant demand in Jordan and the development of such a guarantee product does not appear to 
be an immediate JLGC priority 
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Date: December 22,1997 

To- Walid, JLGC 

From: Morton Roodman, 
Marketing Advisor 

Strategic Marketing Plan - 
Suggested Implementation 
Actions during 1" and 2nd 
Quarter, 1998 

I have prepared the attached, further to your request and with a view to sustaining the significant 
progress that has been recorded during the period of early implementation 1.e December 1997 

Please rewew and discuss with Dr. Salah and your JLGC colleagues. 

Morton Roodman 

Attachment. 

E.C. l a d  Al-Jaberi, US AID 



RECOMMENDATION SUGGESTED IMPLEMENTATION STEPS 

1. Mission Statement 

2 Clarifying Image 
3. Wider Understanding of 

Guarantees 
4. Broader Knowledge of Sectoral 

Credit Needs 
5 Pro-Active Portfolio 

Management 
6. Strengthemng Ties with 

GrowtWNiche Sectors 
7. Reinforcing Sectoral "Staying 

Six-Monthly Internal JLGC Management1 Staff Review of 
Programme Activities "Suggestion Box" 
"Success Stories"1Sector Specialized Flyers 
See #2; Specialized seminars wth bank branch management (one 
seminarlone bank, several branches) 
Systematic classifying of key loan guarantee issues for main target 
sectors (patterned on "check-list" selection of standard variables) 
Review of existing portfolio sector exposure. establish sectoral 
notional ceilings and per loan notional guarantee maximum 
Expand dialogue with IDB re IS0 900019001 companies, outreach 
to start-up high technology SMEs. 
Discussion item at JLGC Board level re maximum permissible 

Bank Branch level 
9. Strengthemng JLGC Bank 

Branch Information Data Base 
10. Enhanced Tracking of JLGC 

Business Development at Bank 
Branch level 

1 1. Re-Initiating Sectoral Credit/ 
Business Development Info 
Sessions 

12. Reinforced Monitoring of 
Sectoral TrendsICredit 

Power" 
8 Increasing JLGC Visibility at 

level info. sessions (withlwithout potential borrowers). 
Computerized and standardized subject data base system 

defaults per sector. 
Selection of @5O bank branch targets; schedule of visits, branch- 

See #9 -to be integrated as a single data base. 

Formal approach to 2-3 banks to co-host such info. sessions -- 
target date for 1" session - March 1998. 

JLGC Research Dept to prepare briefing papers for discussion by 
JLGC senior management and/or Board. 

Participation ( where exports guarantees are likely to be needed; Financial Times I 

Concerns 
13. Foreign Trade Fair 

I of London conferences on "emeremg. market bankinn". 

Options include. Jordan WeeW Jedco events in promising markets 

14. Previewing New Products 
15. Participation with Industry in 

High priority, every quarter e g. specific transaction cover 
Part of ECG outreach, encourage businesses to go to markets - 

Planning at Early Stage 

16. Mandating that Insurers Sell 
JLGC Post-Shipment 
Guarantees. 

17. JLGC Product Familiarization 
for General Line Insurers. 

18. Monitoring Benefits of JLGC 
Insurers 

where JLGC "on-cover" + allows JLGC to anticipate "off-cover" 
ECG requests. 
Marketing Advisor repeated position that this would be one 
method of expanding JLGC's marketing "reach." 

See Comment under Recommendation 16 

See Comment under Recommendation 16. 



other Organizations involved in 
SME development 

20 Increased JLGC Involvement 
with Foreign Trade Fair 
Mission Planning 

2 1. Involvement in Specialized 
Export Credit and Finance 
Facilities 

22 Selection of Core Business 
Areas for Higher JLGC 
Visibility 

23 JLGC Information Sessions at 
Branch Level 

24 Review the Pre-Shipment 
Guarantee Ceiling 

25. Establish JLGC Street-Level 
Offices 

26 Commence Specific 
Transaction Guarantees 

27. ECG Cover for Shipment via 
Foreign Agents 

28 Sector-Wide Whole Turnover 
Guarantees 

29. Encourage Referrals fiom 
Banks 

30. Prepare a Comprehensive 
Gude to the ECG Programme 

3 1. Further Customization of 
Domestic Loan Guarantees 

32. Increase Bank Involvement in 
Guarantee Process 

3 3. Flexible Percentage of Loan 
, Guarantee 

34. Review the Method of 
Charging Banks for Guarantees 

35. Sectoral Customization of ECG 
Claims Procedures. 

See #13 

Correspondence to EDC, other export cred~t agencies proposing 
JLGC as guarantor for input (buyer) credits to Jordanian exporters 

In-house "brainstormmg session" re selection of locations and 
bank branch partners 

Should be more than basic information session on JLGC, should 
be initiated in 1 Quarter 1 99 8. 
Requires & action and amendments as required. 

This sort of phvslcal presence in the business community is 

19, Strengthening LGP Links with 

important. 
See #25. Options include a standard fee for all specific transaction 
guarantees e.g. 5% of total shipment 

Concentrate on SME-type discussions, less on micro-enterprises 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

-- 

- 

value, "cover" up to 90% based on supplementary prermum (i e. 
5% +?). 
Requires early review and, as 
required, action 
Expanding Guarantee offerings 

Priority review by JLGC to establish commission payment 
structure and procedures. 
Immediate priority, should be prepared in clear language with 
illustrating examples. 

Options should be prepared for consideration by JLGC 
Board, factors could include degree of value-added, 
level of technology, potential for export (examine existing loan 
guarantee portfolio 
and examine results). 
Options should be prepared for discussion/review by JLGC Board. 

Followng discussion with Marketing Advisor JLGC accepted. 

For example, pharmacies -- requires full understanding of credit 
needs and typical debt-servicing patterns/cash-flow (see # 12). 
This is important for banks to see JLGC as their business partner. 



36. Informing Banks of 
Preliminary JLGC Guarantee 
Attitude 

37. Extending Branch Level Loan 
Authorization Authority 

3 8. Review Current JLGC 
Organizational Structure 

39. Assess Relationship Between 
JLGC Structure and Marketing 

40 "Best Practices" to Encourage 
Bank Use of JLGC Services 

4 1. Software Upgrade 
42. Modems 
43. Management of Simultaneous 

Voice/Data Communications 

44. "Hot-Line" Telephone 
45 "Expert System" for Expediting 

Loan Application Review 

46. "Real-Time" Busmess 
Information Data Bases 

47. Enhanced Borrower Detail on 
L G C  Internal Data Base 

48. Review Process for Monitoring 
Marketing Plan Implementation 

49. Assess Merrts of Part-Time 
External Advisor on JLGC 
Change 

5 0. Comprehensive Semi-Annual 
Review and Update of 
Marketing: Plan 

"Fuzzy Logicyy Computerized Loan Review Check-List. 

The recommendation follows directly from comments of leading 
banks in Jordan whose branch-delegated loan 
recommendation/authorization Dowers are si~nificant. - 
Marketing Advisor, during Implementation phase, secured 
willingness of JLGC to re-visit the issue 
See Comments under Recommendation 37. 

Dialog should be initiated as priority with, e g Arab Bank, British 
Bank, ANZ Grindlays, etc. 
Examine options and choose, as soon as possible 
Will likely be required once # 39 is active and worhng. 
Likely needed once loan guarantee volume 2-3 times current level, 
examine ATM option (Asynchronous Transfer Mode) 
communications technology 
See #42 Link with High JLGC Use Banks. 
See #39, "Fuzzy Logic" checklist to be reviewed in mid-1998 for 
improvement (additional vmables) and upgrade to "expert system" 
(ES) status. 
Dun & Bradstreet subscription, also 
Reuters (Internet version), conditional upon significant increase in 

ECG busmess volume 
Loans to be classified on the basis of supplier buyer sector, 
using US Standard Industrial Classification (SIC) andlor UN SITC 
System, to be ready by end of 1" Quarter, 1998. 
Periodically re-visit the effectiveness of the present method of 
internally monitoring the implementation of the Marketing Plan 
See Comments under recommendation 48. 

Changing environment requires constant updating and adjustment 
on the part of LGC. 



WHAT IS THE JLGC? 
We are a specialized guarantee agency,the largest shareholder of which 1s the Central Bank 
of Jordan . We offer export credit guarantees and have a reinsurance and partnership agreements 
with COFACE 

WHAT TYPES OF EXPORT CREDIT GUARANTEE DO W E  OFFER? 
Pre- Shipment, 
Post-Shipment 

WHAT ARE THE TYPES OF EXPORTS THAT ARE ELIGIBLE FOR OUR EXPORT 
CREDIT GUARANTEES? 
All goods and services with Jordanian content are eligible for consideration. 

DO WE COVER SPECIFIC RISKS? 
Yes, but our approach is whole turnover- based. 

WHICH COUNTRIES DO WE COVER? 
The list of countnes we cover is extensive and JLGC plans to monitor the list on a regular basis to 
extend ~t further. 

for all your further enquiries about export cred~t guarantee 
program please fill out thls response card and mall ~t to us 

Name 

Company 

Address 

Title 

Name 

TeL Fax 



TEL. +(962) (6) 617393 
FAX. +(962) (6) 617396 
E- Mad . JLGC @ go.com.jo 

'jw "a+hJatl .acJArl 
Jordan Loan Guarantee Corp. Ltd. 

&,frtl- \ \ \AY- ;C j=AY*V*Y+oL I  

P.O.Box: 830703 Amman - 11183 - Jordan 



APPENDIX VII 

STATUS REVIEW OF IMPLEMENTATION 
(INTERNAL USAID/AMMAN) 



Date: December 24, 1997 

To US AID, Amman 

From- Morton Roodman, 
JLGC Marketing Advisor 

Re: Final Report of Marketing Advisor 
Assignment with JLGC 
Review of Marketing Plan Implementation 

I am attaching a final draft Review of the implementation of the JLGC Strategic Marketing Plan 
As well, thematic observations re JLGC + a series of "next step" points, concerning the 
Marketing Plan implementation, that JLGC asked I prepare 

In general, the prognosis is positive for implementation of the Strategic Marketing Plan by JLGC 
and for JLGC's evolution as a creative player in the Jordan financial sector. 

In the case of some Strategic Marketing Plan recommendations, such as mforrnatics and loan 
guarantee preliminary review at bank branch level, JLGC is moving very quickly and is to be 
commended for its efforts 

In the case of the more policy oriented of the recommendations, and enhancing JLGC's 
promotional materials, US AID, Amman should maintain a close monitor of progress. 

Implementation of certam of the recommendations, including customizing and enhancing the 
range of export guarantees offered by JLGC, will likely require specialist technical assistance to 
JLGC, both to expedite the basic process and build on international experience 

On a final note, I would like to take this occasion to extend my fullest thanks to US AID, 
Amman for its continuing and strong interest in this project. The progress JLGC is demonstrating 
in regard to implementation of the Strategic Marketing Plan is closely related to this interest on 
your part. 

Sincerely, 

Morton Roodman 

Attachment. 
c c IBTCI, Vienna, VA 



Date: December 24,1997 

To: US AID, Amman 

From: Morton Roodrnan, 
Marketing Advisor, JLGC. 

Re: Final Report on JLGC 
Marketing Advisor Assignment 

I am presenting a summary, in confidence, of my assessment of JLGC's status as a marketing oraanization, at the commencement of 
the present assignment, June, 1997 - currently and its related potential over the coming period of 2-3 years 

SENSE OF URGENCY 
Situation 6/97 1 There was little evidence of understanding the urgency for JLGC to "get into high gear". The attitude 

BASIC STRUCTURE 

I I was encapsulated in an oft-repeated comment (to the Marketing Advisor), "You don't think we know 

Situat~on, 6/97 

Situation, 12/97 

Situation, 2-3 Years 

JLGC was highly pyramidal in shape, marketing was seen as a function of visits by the JLGC General 
Manager to, e.g., bank branches The role of lme managers within JLGC was pr~marily "functional" 
Their participat~on in longer range marketing planning was, at most, modest 
JLGC remains distinctly pyrarn~dal in shape but the ~vramid is beainninrr to flatten. The General 
Manager is partially devolving discussions of marketing to line managers. 
The prognosis is guardedly positive that evolving delegation of authority, within JLGC, will continue. 
The limits that this delegation of authority are likely to encounter are strongly related to the basic 
pattern of authority and control seen throughout much of the region and the tendency locally to make 
selective comparisons wth  often less developed regional economies, not more mature economies. 

I moving quickly enough, has been somewhat "self-satisfied" and must "get going". 

Situation, 1217 
our problems" 
After substantial dlalog, review of the Strategic Marketing Plan and fact-finding trips to North America, 
JLGC senior management (but not all staff members) are now fully aware that JLGC has not been 



Situation, 2-3 Years 1 There is adequate evidence that JLGC senior management understands its earlier shortcomings and will 
I endeavor to take corrective action However, US AID, Amman w~l l  have to closely monitor to ensure 
I that there is no slippage to prior form 

CREATIVITY 
Situation, 6/97 1 JLGC functioned like a classic government department, in the main."We provide guarantees, why 

Situation, 12/97 

I marketing areas, JLGC will require brief (1-2 month) outside assistance 
LATERAL THIMCTNG 

change" summarized its approach 
JLGC now understands it must be creative and flexible but, in general, it still does not find corporate 

Situation, 2-3 Years 

Situation, 6/97 

"re-thinking" easy. 
US AID should monitor - there is a strong evidence that in a number of specialized technical and 

Situation, 12/97 

Situation, 2-3 Years 

JLGC had virtually no capacity to think laterally, programs were separated and the combining and re- 
structuring of activities was "not on the horizon" 
JLGC senior management now fully understands the need to think in various directions, not just in a 
linear or program basis However, this has only resulted after extensive dialog re the Strategic 
Marketing Plan. 
There remains a clear likelihood that JLGC could revert to a pattern of linear thinking An effective 
check against this reversion would be quarterly monitoring by US AID, Amman and an annual 
comprehensive "check-up". In combination, such measures should ensure that the gains that have been 
recorded during the period June-December 1997 are sustained fully over the longer-term. 

SELF-SUSTAINABILITY 
Situation, 6/97 
Situation, 12/97 

Situation, 2-3 Years 

JLGC was recording sigmficant losses, comparing operating income vs. overhead +claims. 
Situation described as at 6/97 is continuing but JLGC senior management now understands the need to 
adjust premiums and the size of the business volume it needs to be operationally self- 
sustaining. 
US AID, Amman should review w t h  JLGC overall performance on a quarterly basis 



RECOMMENDATION STATUS COMMENT 

I 1 I JLGC to be encouraged to conduct a regular in-house discussion of Mission 1 

1. Mission Statement 

2 Clarifling Image 

Accepted JLGC to include Mission Statement, as per Marketing Plan, on all promotional 
materials, etc 

3 Wider Understandmg of 
Guarantees 

Statement relevance to day-to-day JLGC activities, on a auarterlv basis. 
JLGC understands the need to "sharpen" its image and is now preparing a new 
publication explaining JLGC services. 

Accepted 

4 Broader Knowledge of 
Sectoral Credit Needs 

One component of such image clarifjrmg, to its target audiences, would be brief 
c c ~ ~ ~ ~ e ~ ~  stories " There IS some continuing caution within JLGC to write up such 

Accepted 

"success stories" out of concern that "success stories" may not be long-lived. 
JLGC resensitized to need by Marketing Advisor 
General agreement within JLGC re the merits of t h~s  recommendation 

There is an interest in fbrther exploring this marketing "angle" but JLGC will need 
continuing support to ensure that this recommendation IS fully implemented. 
JLGC is preparing a sector profile (transport) for presentation to the December 
1997 meeting of the JLGC Board of Directors. I 

5 Pro-Active Portfolio 
Management 

Accepted 

Marketing Advisor has encouraged JLGC to make such sectoral reviews a regular 
part of the JLGC's Board meetings 
JLGC w~l l  need outside adv~ce to assist ln portfolio balance that will combine 
public policy purpose, marketing, and prudence. 



6. Strengthening Ties with 
GrowthlNiche Sectors 

9 Strengthening JLGC Bank 
Branch Information Data 
Base 

10. Enhanced Traclung of JLGC 
Business Development at 
Bank Branch level 

Accepted 

7. Reinforcing Sectoral 
"Staying Poweryy 

8. Increasing JLGC Visibility 
at Bank Branch level 

Accepted 

Accepted 

Accepted 

Accepted 

Marketing Advisor has encouraged JLGC, during Implementation phase of 
assignment, to directly participate with IDB, Export & Finance bank in IS0  
900019001 certification funding for Jordanian SMEs 

1 1. Re-Imtiating Sectoral 
Credit1 Business 
Development Info Sessions 

12. Reinforced Monitoring of 
Sectoral TrendsICredit 
Concerns 

JLGC has commended such discussions with IDB. Actual implementation should 
be regularly reviewed by US AID, Amman. 
JLGC's senior management indicates conditional acceptance. JLGC will need 
outside assistance to ensure that this commitment is prudently carried out. 

Accepted 

Accepted 

EGC Senior Management has strongly embraced this recommendation. 

At the same time,, the inltial draft of the JLGC marketinglcalling program for 
1998 identified @ 450 branches to be visited. Marketing Advisor informed JLGC 
senior management that the proposed number of branches to be visited be reduced 
to @50 frequency of visits to a mimmurn of once per month. 
A form has been designed to systematically capture key data This will be 
implemented actively in early 1998 

JLGC senior management fully supportive and quickly ~mplementing 

US AID should monitor implementation and JLGC senior management's appraisal 
of results. 
US AID should monitor implementation 

Following discussion with Marketing Advisor, during Implementation Phase, t h s  
Recommendation has now been accepted 

JLGC may need technical assistance re detailed information gathering from 
specialized databases. 



Participation 

14. Previewing New Products 

15 Participation with Industry 
in P l m n g  at Early Stage 

JLGC Post-Shipment 
Guarantees 

I Familiarization for General 
Line Insurers. 

18. Monitonng Benefits of 
JLGC Insurers. 

19 Strengthening LGP Links 
with other Organizations 
involved in SME 

Involvement with Foreign 
Trade Fair Mission Planning 

Accepted 

Accepted 

Accepted 

Not Accepted 

Not Accepted 

Not Accepted 

Accepted 

Accepted 

requlred to ensure that such partlcipatlon is well defined and not merely a 
"passive" trade fair presence. Marketing Advisor preparing possible event "target 
list " 
Marketing advisor reviewed practical "next steps," e.g., in the case of specialized 
post-shipment guarantees w t h  engineering services sector. JLGC now appears 
more comfortable with the concept and implementation modalities. 
Following discussion with Marketing Advisor, during the Implementation Phase, 
this Recommendation has now been accepted 

US AID, Amman should monitor actual results. 
JLGC indicate "too early" for such an initiative 

Marketing Advisor repeated position that this would be one method of expanding 
JLGC's marketing "reach " 

US AID, Amman should closely morutor JLGC selling performance for Post- 
Shipment Guarantees and, if still modest, encourage JLGC to reconsider its 
position 
See Comment under Recommendation 16. 

- - -  

See Comment under Recommendation 16. 

US AID, Amman should mon~tor to ensure that such "outreach" is broadened and 
deepened 

US AID, Amman should monitor JLGC practical steps. 



Areas for Higher JLGC 
Visibility 

2 1. Involvement in Specialized 
Export Credlt and Finance 
Facilities 

Accepted a 

23. JLGC Informat~on Sessions 
at Branch Level 

24. Establish JLGC Street-Level 
Offices. 

Transaction Guarantees 

Accepted 

Not Accepted 

25. Review the Pre-Shipment 
Guarantee Ceilmg 

JLGC interested in such involvement with World Bank Group and bilateral 
agencies 

Accepted 

Marketing Advisor informed that earlier interest from IFC side had been by JLGC 
senior management. 

Marketing Advisor has strongly encouraged JLGC to renew dialogue with World 
Bank Group and actively follow up initial "get acquainted" meetings with bilateral 
agencies conducted during November 1997 JLGC North American familiarization 
visits. 
JLGC senior management strongly embraced t h s  Recommendation. 

T h s  will be reflected, inter aha, in the 1998 JLGC calling/marketing program 
Selection of, e g , target bank branchlareas to be reviewed w t h  Marketing 
Advisor. 
US AID, Amman should monitor type, focus of such sessions, and compare vis-&- 
vis earlier JLGC sessions at branch level 
JLGC senior management appreciates merits, concerned re potential costs. 

This sort of physical presence in the business community is important. US AID, 
Amman to momtor. 
JLGC indicate an actuary has been contacted to draw up a proposal for such a 
study 

ECG Division also preparing briefing to JLGC December 1997 Board meeting re 
1998 projected volume vs. premium at current fee (JD 18,000 projected) 
Marketing Advisor has requested details re projected volume clients. 
JLGC ECG very interested. 

Outside technical assistance will likely be needed by JLGC (pricing, claims, 
country coverage, administration, procedures). 



- 

27 Sector-Wlde Whole 
Turnover Guarantees 

28. ECG Cover for Shipment 
via Foreign Agents 

29.  sectoral Customization of 
ECG Claims Procedures 

30 Encourage Referrals from 
Banks 

3 1. Increase Bank Involvement 
m Guarantee Process. 

32 Prepare a Comprehensive 
Guide to the ECG Program 

33 Further Customization of 
Domestic Loan Guarantees 

34. Flexible Percentage of Loan 
Guarantee 

35 Review the Method of 
Charging Banks for 
Guarantees 

Accepted 

Not Accepted 

Accepted 

US AID, Amman should periodically monitor JLGC attitude 

Accepted 

Not Accepted 

Follow~ng discussion Shipments w th  Marketing Adv~sor during Implementation 
phase, JLGC has now accepted. 
Follow~ng discussion with Marketing Advisor JLGC has now accepted. 

US AID, Amman should monitor actual results Note. there is a strong 
requirement for JLGC to obtain outside technical assistance regarding 
implementation modalities. 
The recornmendatlon suggests providing banks wth  a 25 basis points share 
(finder's fee) to encourage referrals. There is a strong likelihood that JLGC will 
agree in pr~nciple but US AID, Amman should reaularlv monitor actual JLGC 
practice 
This is important for banks to see JLGC as the~r business partner. US AID, 
Amman should quarterly request fiom JLGC a review of t h s  issue, if JLGC 

Accepted 

Accepted 

US AID, Amman should closely monitor and request copy at end of First Quarter, 
1998. 
US AID, Amman should quarterly request status report 

business volumes do not sign~ficantly Increase 
JLGC have concurred this is important and indicate they are implementlng 

I This is central to JLGC's repositioning - the process will take several months and I 

Accepted 

Accepted 

"No change for the time bemng" (JLGC memo to Marketing Advisor) 

US AID, Amman should request monthly updates to prevent implementation 
schedule slippage 
US AID, Amman should regularly request updates 



36 Extending Branch Level 
Loan Authorization 
Authority 

Not Accepted 

38. Assess Relationship 
Between JLGC Structure 
and Marketmng. 

39. Informing Banks of 
Preliminary JLGC 

37 Review Current JLGC 
Organizational Structure 

Guarantee Attitude 
40 "Best Practmces" to 

Encourage Bank Use of 
JLGC Services 

Not Accepted 

- 
Not Accepted 

Accepted 

Accepted 

1 41. Software Upgrade I Accepted 

1 Simultaneous Voicemata I 

42 Modems 
43 Management of 

Accepted 

Accepted 

I Expediting Loan I 

Communications 
44. "Hot-Line" Telephone 
45. "Expert System" for 

Application Review 

Accepted 

Accepted 

JLGC cIaims its board is strongly resistant The recommendation follows directly 
from comments of leading banks in Jordan whose branch-delegated loan 
recommendation/authorization powers are significant. If JLGC does not moderate 
its stance, it will remain a marginalized player In the day-to-day activities of 
Jordan's leading banks 

Change in JLGC attitude will require dialogue between Us AID, Amman JLGC 
senior management and the JLGC Chairman. 
Marketing Advisor, during Implementation phase, secured w~llingness of JLGC to 
re-vlsit the issue 

US AID, Amman should request quarterly status report fkom JLGC 
See Comments under Recommendat~on 37 

Strongly supported by JLGC senior management and, inter aha, reflected in "fuzzy 
logic" loan guarantee review system being developed during Marketing Advisor 
Implementation phase. 
US AID, Amman should monitor actual implementation, with quarterly reports 
fkom JLGC 

JLGC strongly supportive 
See Comment under Recommendation 41. 
See Comment under Recommendation 4 1 

See Comment under Recommendation 4 1. 
See Comment under Recommendation 41 Being developed during 
Implementation phase, using "Fuzzy Logic" concept and @ 25 analytical variables 
+ sub-variables proposed by Marketing Advisor 



1 46 "Real-Time" Business I Accepted 

on JLGC Internal Data Base I 
Information Data Bases 

47 Enhanced Borrower Detail Accepted 

48. Review Process for 
Momtoring Marketing Plan 

Not Accepted 

Implementation. 
49 Assess Merits of Part-Time 

See Comment under Recommendation 4 1 

Not Accepted 

External Advisor on JLGC 
Change 

50 Comprehens~ve Seml- 
Annual Review and Update 
of Marketing Plan 

JLGC indicate they will use Us SIC sectoral coding and are targeting 
implementation end of Quarter 1, 1998 US AID, Amman should monltor status, 
monthly, during the period January-March 1998. 
Marketing Advisor has counseled JLGC senior management to periodically re- 
visit the effectiveness of the present method of internally monitoring the 
implementation of the Marketing Plan 
See Comments under recommendat~on 48 

Accepted JLGC attitude now changing and appear to understand need to regularly and 
thoroughly review Marketing Plan 

US AID, Amman should insist that such a seml-annual review and, as required, 
modification of the Marketing Plan be a condition for continuinn support of JLGC. 



APPENDIX VIII 

I 
"Fuzzy Logic" System for Preliminary Loan Guarantee Review 



METHODOLOGY FOR A COMPUTERIZED LOAN GUARANTEE 
PRELIMINARY APPRAISAL SYSTEM 

INTRODUCTION 

A mid-1997 survey conducted among branch-level bank management and credit officers, as part 
of the Marketing Advisor's assignment with the Jordan Loan Guarantee Corporation (JLGC), 
identified a strong interest in making available, at branch level, a computerized "check-list" to 
provide information about both: 

JLGC's range of guarantee services; 
JLGC's underwriting concerns as a loan guarantee institution 

Such a JLGC operational "check-list" can and would represent an integral component of 
enhanced marketing by JLGC and, specifically, a central feature of a strengthened JLGC 
presence at bank branches. 

CONCEPTUAL APPROACH 

The proposed "check-list" would be structured in the form of a simplified "Expert System" i.e , a 
computerized representation of JLGC's collective "expert" bractitioner) knowledge in this field 
The "check-list", while fundamentally an outreach marketing tool on JLGC's part, could and 
should equally be of use in conducting preliminary loan guarantee appraisals by JLGC staff. 

The "check-list," as noted above, would be divided into two separate parts viz., a basic 
description of JLGC's range of guarantee services (including Export Credit Guarantees) and an 
integrated review of JLGC's concerns as loan guarantee underwriter 1.e.' key issues in JLGC 
assessment of loan repayment guarantee nsk. 

The basic description of JLGC's range of guarantee servlces is largely straightforward. 
Following established practice at most financial institutions (for example, at their information 
sites on the World Wide Web), representation of JLGC's guarantee services and conhtions 
should be structured on the basis of a series of Graphic User Interface (GUI) "Windows," 
permitting: 

A basic overview of JLGC as an institubon prowding a range of loan and credit guarantees. 

A more detailed review of specific loan guarantee issues and concerns 

A series of practical examples of how the loan guarantee process works, what it does/does 
not cover, how to reach JLGC, contacts within JLGC 



The proposed "check-list" would also offer a framework for conducting a preliminary appraisal, 
at bank branch level, regarding the merits of and risks likely to be identified in a particular loan 
guarantee application Hence, an approximation of JLGC's own potential "attitude" or 
"thinking." 

This framework or reasonmg system would employ the "Fuzzy Logic" method of determining a 
possible decision and of the underlying "logic " 

Central to "Fuzzy Logic" systems analysis is recognition that the largest number of decisions 
taken , for example, in industry or an economy, are arrived at on the basis of judgmental 
estimates regarding semantically absolute conditions (e g , very risky, highly indebted, 
adequately capitalized, znexperienced). Thus, the term "Fuzzy Logic" as to the "TruelTruth" or 
"R~ght/fightness" of such judgments. 

This would appear to hold equally so for the task of underwriter of loan and credit guarantees, 
where a series of relative or comparative judgments regarding risk factors constitute the core of 
the undenvrlting process. The combination of these individual judgments or perceptions 
represent the foundation for deciding to either guarantee a particular loan (when the overall risk 
is seen as "acceptable") or not guarantee a particular loan (when the overall risk is seen as not 
acceptable" or excessive) 

The remainder of this paper proposes a basic framework for designing such a system of loan 
guarantee appraisal methodology. 

As noted in the preceding section, the fundamental issue in loan guarantee review is risk 
assessment. Simply stated, how "True" is it that a particular loan guarantee request presents an 
"acceptable" level of overall repayment risk. This involves a senes of individual judgments 
regarding factors deemed to be relevant to the basic concept of loan repayment risk. 

The fundamental challenge, when representing in computerized form such a decision-making 
methodology or logic frame, is to capture and set out as best as possible in the computer model 
("check-list"), the full range of individual risk judgments. In this regard, the methodology 
should not be seen, in any sense, as somehow "final." On the contrary, the approach -- from 
inception - should allow sufficient flexibility to p e m t  both subsequent additions to the 
computer model ("check-list") and, if necessary, deletions. 

Moreover, it should be understood that the decision-making framework must be understand 
sumort mechanism, and no more, in a process whose ultimate arbiter of acceptable nsk is and 
will remain JLGC itself. 

In quantifying JLGC's concerns as a loan guarantee and credit underwriter, the methodology 
should assume, as a basic rule or system "building block", that each individual area of risk 
concern will be assessed on the basis of a scoring system, minimum value of 0,maximum value 
of 1 



While individual scores may and should be represented as "exact," or in the terminology of 
systems analysis, "crisp" (e g., 0.5, 0.7, etc.), this should be understood as being so only because 
of the basic i.e., numerical method by which approximate or relative judgments of risk are 
represented. In fact, such "crisp" scoring merely facilitates a systematic and commonly 
understood representation of perceptions of risk that are essentially "fuzzy", not "crisp" and wl l  
likely remain so for the foreseeable future 

The exception to this basic rule could be such variables as "Type of Industry" or "Sector" or 
"Geographical Location" where the description, especially for the typically single industry SME, 
is largely "crisp" in nature Nevertheless, the "loan repayment risk" associated wth such "crisp" 
variables remains approximate or "fuzzy". 

Risk assessment variables should be each presented individually in a separate chart Along the 
horizontal a m ,  in such a chart, could be an initially quantifiable condition For example, 
number of years since commencing business. 

Along the vertical axis (on a 0 to 1 scale), the corresponding degree of "True" membership in 
such an identified condition, i e , in this particular example, the judgment that the number of 
years since commencing business is adequatelinadequate in terms of achieving a threshold of 
significantly reducinglincreasing the likelihood of loan repayment risk 

Continuing with this same example, and assuming that there is a generally inverse relationship 
between number of years in business and potential for loan repayment difficulties (albeit with 
predictable discontinuities i e , the relationship is not linear or, representationally, a "straight- 
line"), the particular set of honzontallvertical axis coordinates would seek to plot the "fuzzy" 
details of this relationship. Start-up or early stage businesses would be assigned a score closer to 
1 (higher risk), more established businesses, a score closer to 0 (lower risk). The plotted 
relationship, reflected in a range of potential "scores," would be determined through prior 
review and determination by JLGC management and stafffadvisors. 

It should be noted that in this specific example, and in the case of a number of other variables, 
the relationshp may involve more than a single "IF-THEN" condition, with other possible 
intervening factors (in effect, a logic "filter" or sub-set) reflecting, for example, industry 
sectorlsub-sector. In terms of the actual comvuter model order, when such an intervening 
variable is "crisp", such as industry membership, (1.e , a loan applicant either is or IS not a 
member of a particular industry; there is no "fuzuness" except in the case of a sectorally- 
diversified borrower), this "crisp" variable should appear first and act as the "filter" for 
subsequent judgments which are "fuzzy." 

To reflect the "fuzzy" nature of this general relationship, the number of years in business would 
be disaggregated into a series of key benchmarks (as noted earlier, agreed followng internal 
JLGC discussion and subsequent consensus), with partial scale overlap Expressed simply, the 
relationship would be not be plotted in a straight-line form, rather, a series of overlapping 
geometric "regions " Characteristically, these tend to be represented as triangles, with the 
decline of one plotted "region" overlapping with the ascent of a neighboring plotted "region " 



In constructing this series of risk assessment variables, it is critical to understand that the impact 
or ''weight" of some factors or risk assessment variables, e.g., basic business conditions, 
achievement of mirumurn capital requirements, etc., on the overall judgment of repayment risk 
may be greater than for other factors 

This can be addressed by either (I) introducing a weighting system for individual factor impact; 
andfor (11) establishing a basic range of 0 to 1 scale "True" membership plateaus, where 
relatively less important risk factors have lower plateaus (1 e , maximum "True" score) vs 
relatively more important risk factors whose score plateaus (1 e , maximum "True" score) would 
be higher. The appropriateness of the scoring "plateaus" will emerge only following preliminary 
and repeated prior system testing. 

The following represent a preliminary list of variables that the loan guarantee review "check- 
list" would propose to score, in total, as a combined measure of loan risk repayment potential 

NUMBER OF YEARS IN BUSINESS 
GEOGRAPHICAL LOCATION 
EXPERIENCE IN SECTOR 
PRODUCT LINE AGE 
EXPANSION OF EXISTING PRODUCT LINE 
SIZE OF POTENTIAL MARKET 
ALTERNATIVE SUPPLIERS 
COMPETING PRODUCTS 
MINIMUM CAPITAL REQUIREMENTS 
TARIFF AND NON-TARIFF BARRIERS 
DEPENDENCE ON PURCHASED INPUTS 
TRANSPORTATION REQUIREMENTS 
REQUIREMENT FOR ADVANCED MANAGEMENT SKILLS 
TYPE OF COLLATERAL 
DEBT-SERVICING LEVEL 
DEBT/EQUITY RATIO 
OVERALL COST OF CAPITAL 
LIKELIHOOD OF EARLY CASH-FLOW 
PRONENESS TO CYCLICAL BEHAVIOUR 
WORKING CAPITAL REQUIREMENTS 
NEED TO FREQUENTLY UPGRADE 
TRACK RECORD AS A BORROWER 
BUSINESS INTERRUPTION INSURANCE 
RISK OF ENVIRONMENTAL DAMAGE 



December 1 1,1997 Date: 

To: 

From: 

Re: 

Dr. Salah/Walid/Ghassan 

Morton Roodman 

Computerized Loan 
Guarantee "Check-List" 
Suggested Range of Variable Scores 

I am outlining, for study and comment, the first draft of a comprehensive series of scores that 
would act as the numencal values or "foundation" for the proposed semantic range of values 1 e 
"low", "medium"; "hgh", that I have detailed in my note of 9/12/97 

It should be stressed that these numerical values would serve as the initial "IF-THEN condition 
in the loan review system that I am outlining for consideration by JLGC The outcome of each 
"If-THEN" condition or "statement" would then translate to inclusion into one of the proposed 
semantic categories ("low", "medium", "high") and, subsequently, a second "If-THEN" 
condition or "statement" reflecting possible impact on risk of loan repayment. It wll  be recalled 
that, as a general proposition, the higher the score, the greater the possible risks to loan 
repayment. 

Number of Years in Business 

0-2 Years: High Score 
2-4 Years: Medium Score 
+ 4 Years: Low Score 

Geographical Location 

Greater Amman Municipality Score = 0.7 
Within One Hour Driving Distance of Arnrnan Score = O.? 
Greater than One Hour Driving Distance of Amman Score = 0.7 

Experience in Sector 

0-2 Years: High Score 
2-4 Years: Medium Score 
+ 4 Years: Low Score 



Product Line Age 

0-2 Years. High Score 
- 2-4 Years. Medium Score 

+ 4 Years: High Score 
(Sub-condition) 

If High Technology, Then 

0-2 Years 
2-4 Years: 

- + 4 Years 

Expansion of Existing Product Line 

S~gnificant: 
Basic Upgrade: 
Minor Change: 

Size of Potential Market 

Nationalfinternational: 
Regional: 
Local: 

Alternative Suppliers 
Many (Four or more) 
Some (Two-Three) : 

- Few (Zero-One): 

Competing Products 
-- 

Many: (Four or more): 
Some: (Two-Three): - 
Few: (Zero-One): 

Minimum Capital Requirements 

Significant (+ 50,000 JD): 
Modest (1 0,000- 50,000 JD): 
Slight (Up to 10,000 JD) 

Low Score = 0.6 
Medium Score = 0.8 
High Score = 0 9 

High Score = 0.6 
Medium Score = 0.4 
Low Score = 0.2 

Low Score = 0.4 
Med~um Score = 0.6 
High Score = 0.8 

High Score = 0.9 
Medium Score = 0.6 
Low Score = 0.2 

High Score = 0.9 
Medium Score = 0 6 
Low Score = 0.2 

High Score = 0 9 
Medium Score = 0 6 
Low Score = 0.3 

- Note: T h s  particular variable may require additional score ranges, e g. 
Very Significant, Significant, Modest, Very Modest, Shght. 



Tariff and Non-Tariff Barriers 

Significant (Greater than 20% ad valorem). Low Score = 0.2 
Modest (1 0%-20% ad valorem). Medium Score = 0.4 
Low (Zero- lo%, early stage WTO): High Score = 0 9  

Dependence on Purchased Inputs 

High (Greater than 75% of final cost). H~gh Score = 0 8  
Medium (50%-75% of final cost). Medium Score = 0 6 
Low (25%-50% of final cost). Low Score = 0 2  

Transportation Requirements 

High. 
Medium 
Low. 

Medium Score = 0 6 
Low Score = 0 4 
Low Score = 0.4 

Note: T h s  variable will require fiequent review and, if required, "score" adjustment should 
petroleum prices, etc increase 

Requirement for Advanced Management Skills 

High. 
Medium: 
Low. 

High Score = 0.9 
Medium Score = 0.6 
Low Score = 0.3 

Type of Collateral 
High Discount (+ 50%): High Score = 0 9  
Medium Discount (25%-50%). Medium Score = 0 6 
Low Discount (Up to 25%): Low Score = 0.2 

Debt-Servicing Level 

High (?7? %): 
Medium (??? %): 
Low (??? %). 

Debt/Equity Ratio 
High (???%): 
Medium (???%) . 
Low (???%): 

High Score = 0 9  
Medium Score = 0.6 
Low Score = 0.3 

High Score = 0.9 
Medium Score = 0.6 
Low Score = 0 2  



Overall Cost of Capital 

High (??? %). 
Medium (??? %): 
Low (??? %): 

Likelihood of Early Cash-Plow 

High: 
Medium. 
Low 

Proneness to Cyclical Behavior 

High: 
Medium. 
Low. 

Working Capital Requirements 

High (???% of Final Sale Pnce) 
Medium (???% of Final Sale Price). 
Low (7?7% of Final Sale Price) 

Need to Frequently Upgrade 

High (Once every two years 
Medium (Once every four years): 
Low (Once every five years +) 

Track Record as Borrower 

Excellent: (No defaults, no arrears): 
Good (No defaults, some arrears) 
FadPoor (Defaults + arrears): 

Business Interruption Insurance 

Comprehensive. 
Partial 
Little/None 

High Score = 0.9 
Medium Score = 0 6 
Low Score = 0.3 

Low Score = 0.2 
Medium Score = 0.6 
High = 0.9 

High Score = 0.8 
Medium Score = 0 6 
Low Score = 0.2 

High Score = 0.9 
Medium Score = 0.6 
Low Score = 0.4 

High Score = 0.9 
Medium Score = 0.6 
Low Score = 0.2 

Low Score = 0.2 
Medium Score = 0.6 
High Score = 0 9  

Low Score = 0.2 
Medium Score = 0.6 
High Score = 0.9 



- Risk of Environmental Damage 

High (e.g Chemical process). High Score = 0.9 
Medium (e g Light industry). Medium Score = 0.4 
Low (e g. Professional services) Low Score = 0.2 



Date: 

To: 

Re- 

December 14,1997 

Dr. Salah/Walid 

Computerized Loan 
Guarantee Review "Check-List" 
A Note on the "Scoring" System 

I refer to our discussion of yesterday and prior Notes by me of 711 2,911 2, and 1 111 2, 1997 

The strength of any review system --"check-list" -- of this sort lies in its capacity to accurately 
capture (to the extent possible) the real impact of the conditions the system proposes to assess. In 
short, how these conditions are "scored". In my most recent note (1 1/12/97), I presented a series 
of actual range of "scores" - to initiate discussions and arrive at a preliminary consensus. 

I propose, in this note, to identify the key issues in the range of "scores" that I have outlined. 

Number of Years in Business 

How significant is the difference between 0-2 years and + 4 years (the "score" plateau which, for 
discussion, I have suggested). Under the system which I am proposing, the difference between 
the lowest and highest score is double (0.8 vs 0.4) Should the difference be larger and should 
the progression, from highest (to recall, greater risk of repayment to lowest score) to lowest (less 
risk of repayment) be a "strsught-line" or a 
"Curve". 

Geographical Location 

How important is this factor. The closer to a large market, the larger the business volume 
Conversely, the larger the market, the more the competition. The conventional wsdom in 
marketing is "location, "location", "location" i.e. all other factors being equal, the closer to one's 
market, the better. My sense is that Jordan is no exception - what is the appropriate "score" 
delineation. 

Experience in Sector 

Ths  can be hghly important. I am suggestmg a maximum score (highest risk: least experience) 
of 0 9 and a mimmum score (least score. most experience) of 0 3. Should the 0.3 be even lower - 
more to the point, should a "no experience" response from a potential loan guarantee applicant 
act as a "filter" and "automatically" screen out a loan guarantee applicant i.e. the difference 
between guaranteeing loans to a "start-up" vs. an "early-stage" business. 



! 

Product Line Age 

This can be critical - whether for a supplier of goods or services I am also proposing a sub- 
category - in the case of "high technology sector" borrowers. 

Expansion of Existing Product Line 

I am proposing a plateau "score" of 0.6 (sigmficant expansion) vs. a low "score" (minor change 
-- least repayment risk) of 0 2 It will be important to establish an operational "dictionary" of 
what can be considered "significant expansion", "basic upgrade", "minor change" (the three 
broad categories I am proposing) 

Typically, a "significant" expansion can involve changes that would make the producthervice 
nearly "unrecognizable", "basic upgrade" suggests. e g an increase in the quality of an existing 
product, "minor change" could mean an increase in the number of sizes a manufacturer may offer 
or the size of the floor space in a shop (to reduce crowding, etc ) 

Size of Potential Market 

I am suggesting a plateau of 0 8 (for a borrower only serving a local market) and a lowest score 
of 0.4 (for a borrower who proposes to serve a wider, national linternational market) Is the 
plateau high enough; is the low score, low enough. Also, whch is risluer (given the early stage of 
many Jordanian companies) - a borrower who targets a nationallinternational market vs. a 
borrower who targets the local market In this context, the survey that we conducted among 
Jordanian exporters earlier in this assignment s worth recalling - respondents often were 
expanding their export activity because the Jordanian market was either too small, too controlled 
or too prone to payment delays or buyer defaults. 

Alternative Suppliers 

The delineation points I am proposing have a "plateau" of four or more alternative suppliers and 
"lowest" score in the case of borrowers with zero to one competitors. The intermediate "score" 
would be assigned to borrowers facing two-three alternative suppliers How does ths  correspond 
to experience in Jordan 

Competing Products 

An identical series of "delineation" points is being suggested for this category as with 
"Alternative Suppliers". How is "competing product" to be defined For example, a producer of 
orange juice may only consider other orange juice producers as suppliers of competing products 
In practice, there is any number of other competing products ("cross-elastic~ty"). This category 
should have its own "check-list" of "competing products" e g. 1) Identical item; 2) Substitute 
Item; 3) Future Competing ProductlSubstitute. This will require a "sub-scoring" system, which 
should also be tentatively agreed and pnor, tested (where possible). 



- Minimum Capital Requirements 

The delineation polnts I have suggested are +50,000 JD; 10,000-50,000 JD; up to 10,000 JD. Is 
- the 10,000-50,000 JD category too wide. In my note of December 11, I have proposed 

(alternatively) five "score" categories 

Tariff and Non-Tariff Barriers 

What is the most suitable delineation points - I have suggested + 20% ad valorem, 10%-20% ad 
valorem, 0%-10% ad valorem Non-tariff barriers, NTBs, such as specialized labeling 
requirements, halal certification, phyto-sanitary standards can also be relevant factors Assessing 
the potential impact of this latter group of NTBs is always an imperfect "science", nevertheless, 
the "check-list" should provide a basic "scoring" range. 

Dependence on Purchased Inputs 

I am suggesting the following ranges - greater than 75% of final cost; 50%-75% of final cost, 
- 25%-50% of final cost. As well, there is the wider and basic issue of scoring "Dependence on 

Purchased Inputs" - the motor vehicle industry long ago discovered that the less they themselves 
made and the more they bought i.e. the more dependent on purchased inputs, the better (auto part 

- 
maker Magna International owes its profound success to this decision of twenty years ago). 

Transportation Requirements 

Ths  involves some basic issues - price of petroleum, road use licenses, cross-border movement 
restrictions (e g. the recent situation at the Turkish border involving Jordanian trucks/drivers). - 

This will require frequent monitoring and, as required, adjustment of range of "scores". 

Requirement for Advanced Management Skills 

This should operationally function on the basis of a standard classification of industries and 
- "scoring" ranges. Judgment re this factor should be removed from the subjective arena of a loan 

applicant's self-perception 

Type of Collateral 

This will requre a regular monitor of conditions and attitudes of banks - similar to the forfaiting 
- 

charts routinely published by the Financial Times of London (e g .  December 1 1, 1997). 

Debt-Servicing Level 

Here, the challenge wl l  be to accurately capture what is the appropriate definition of what is 
"high", "medium", "low". 



Overall Cost of Capital 

The remarks under "Debt-Servicing Level" apply equally here too 

Likelihood of Early Cash Flow 

This should be related to the term of the loan - by definition, it is less important for loans with a 
longer repayment period m h o w  much less important 

Proneness to Cyclical Behavior 

Here, the issue is the length of the "cycle" - shorter than the term of a loan is, I would argue, at 
least a "medium" score, "hgh" would involve 2 or more cycles per loan repayment period. 

Working Capital Requirements 

The critical issue is to quantify worlng capital vs final sale price There is a wealth of "quick 
ratio" information - the "check-list" should use t h~s  as input in parallel with existing JLGC 
expenence and "rules of thumb". 

Need to Frequently Upgrade 

Are the delineation points which I have proposed appropriate "High"- once every two years, 
"Medium" - once every four years; "Low" - once every five years 

Track Record as Borrower 

The basic issue is should this factor be "weighted" in the final combined score of the variables to 
stress its central importance 

Business Interruption Insurance 

This should be examined, though I anticipate the range of "scores" I have proposed is probably 
"right". 

k s k  of Environmental Damage. 

As junsprudence and the economy evolve in Jordan, this factor wl l  assume at least some of the 
importance it has now in industrialized economies Moreover, wthin the context of possible 
involvement with international financing agencies (as credit enhancer for Jordanian SME 
borrowers), organizations such as World Bank make an Environmental Impact Assessment a 
routine and obligatorv component of the loan approval process 



I The final issue is the range of combined scores i.e for all of the variables in combination. What 

I 
will be "acceptable", what will be "unacceptable", and what will be "borderline" (neither clearly 
"acceptable" nor "unacceptable") 


