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EVALUATION SUMMARY REPORT 

AID Loan No. 52-L-O19/O25 - C0JWAfIA PAPAOAYA DR DESAIROLM S.A.jcomrsA) 

For the period July 1974 - June 19711 

A. PROJECT BAC1WROUE) 

In August 1970 A.J.D. signed the first Loan Agreement No. '2-2(-O19 providing 
$2.6 million to CO!4)ESA, a private development finance and investment institution, to 
be used for making loans and equity investments In private industrial and aigricultural 
enterprises that lack alternative sources of funding at reasonable terms. 

In the first quarter of CY 1972, anticipatin, fnl. committment of the present 
loan, CO4DESA requested USAID/P to consider a second loan and as a result, a ne.i loan 
agreement (AID-L-025) for $3.0 million was signed in August 1973. The principal 
objective of the second loan is to assist COM4ESA's continuied expansion as a financial 
institution serving Paraguay's development by supporting the productive growth of the 
private sector. 

B. PERORMANCE EVALUATION 

Our evaluation of COMDESA's performance war made following the framework for 
evaluation contained in the CAP, and dev.- lopmental performance yas measured utilizing 
the ten goals expressed in the A.I.D. M.O. on development banks as follis: 

1. Medium. and Long-term Lending 

TABLE 1 

Loan Maturities 

Period No Borrowers loans Amount Portfolio 

Short - less than 3 years 3. is 81,746 4 

I-edium - 3-5 years 34 5 1,09fv34 1. 

Long - more than 5 years , 16 , Y. 1:193#071 50 

TOTAL (1 100 2,370,4'I 100 

As can be seen from Table 1 above, 82 of COMDM'A's loans to .Tune 30, 19714, 
accounting for q6 of the value of its portfolio, were directed to medfim and long
term loans. Compared with the results obtained during the last evaluation contained 
in the CAP, the table shows a better distribution of the percentages relating to 
nunber of loans and portfolio corresponding to medium and long-term Loans. The 
percentage@ In the CAP are 70% and 8"%. These fires seem to be satisfactory to 
comply with Armex I of the loan agreement which sdtes, among other thinls, that one 
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of the purposes of the loan is "to help meet the medium and long-term developmnt
 

credit needs of the Paraguayun private sector econou&" 

2. Strengthen tic Private Sector 

The mst important constraint to the development of the private industrial 
term credit; COMDESA was established prima

sictor is the shortage of medium and long 
rily to give some relief to this problem. COMDESA responded remarkably well to this
 

into this capital gap. As noted in the previous section it now

challenge by moving 

term loans. Also COMDESA has providedhas 9% of its portfolio in medium and long 
sound accounting and adminismanagement assistance to its clients and has imposed 

trative standards even on some of its most prestigious clients who initially resisted
 

such advice. As a result, several companies are now operating with modernized proce
been adopted.dures which otherwise would probably not have 

COMDESA's granting longer term credit, coupled with its ability to provide 
new business activities.management services, has contributed to the establishment of 24 


In short COI)ESA is strengthening the industrial sector by improving existing enter

prises and creating new ones.
 

One area of concern constitutes the financing by COTIESA of livestock and crop 

as currently inappropriate for COMEMA 
projects which were considered by the Mission 

already made extensive resources/ 	 since international lending agencies (IBRD - IDS) have 
available to them. Therefore, any future activity in this area should require the 

3Mission's approval on a case-by-case basis. 

3. Attract Non-AID Foreign Sources of Funds 

Up to now, COM)ESA has not needdd such funds.
 

Finance Small and Medium Sized Enterprises4. 

having problems in placing subloans with small enterprise projects.CO,)ESA is 
Small firms that requested loans generally have lacked an adequate administrative
 
,tructure nnd insufficient guarantee of repayment.
 

The breakdown of subloans by size of borrowers was as follows:
 

TABLE 2 

Size of Barrowers. Measured by Total Assets
 
(us$)
 

Small Medium large Very Lar'e 

(to ,00) ($24,00T20000) ($200,001 to 400,000) ( 000 T) 

16 33 	 11NIumber of Loans 18%of Loans Made 10 54 	 18 
Value of Loans
 

Made 32,659 970,286 506,008 861,500 
of Portfolio 1.38 4o.93 21.34 3.35 

that, compared to the evaluationAnalysis of the patterns of lending shows 
criteria in the CAP, the percentage of loan made and the percentage of portfolio for 

and from 6 ' to 1.38Wfirms classified as Sill have decreased from 13% to 10rl 
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have increased from 39% torespectively. For bletdlum-size firm., these percentages 
54% and from 39% to-'1 59. Those corresponding to Lrge and Very Large firm have 

amount of loans granted bynot substantially changed. More than half of the tot 
to L and Ver 7 Lare firms. AccordingCOMI)ESA during the period evabited has gone 

to Annex I of the Loan Agreement, up to $200,000 of the loan funds are to be used to 

finance mall enterprise projects through selected channels approved by A.I.D. The 
waount of loans made to am' I firms baa been only $32,659. 

5. Provide Moderate Sized Loans 

The loan size classification is also based on the classification established 

in the CAP. 

TABLE 3 

No. of %Total Value of %Total 
Size of Loans Loans Loans Loans $ Portfolio 

$20,000 and less 30 49 320,640 13 

$20,001 to $49,999 20 33 750,055 32 

11 567,373 24$50,000 to $99,999 7 

$100,000 and above 4 7 732,384 31 

61 100 2,370,o452 100 

the above table shows an increase inCompared to the sam table In the CAP, 
the pereentage of loans and the percentage of total portfolio for loans above $50,000. 

of total loans above $50,000 in the CAP is 34% compared toThe target percentage 

actual experience to date of 59%.
 

6. Stimulation of Investment 

Of the 61 loans granted in the period July 1973 to the end of JAne 1974, 
or 51.3%24 were for establishing new activities. These loans totalling $1,218,177 

of the total loan portfolio during the period reflect COM)ESA's attention to the
 
The total amount of such loans grtated by COlMD2development of new activities. 

generated new projects requiring capital of $4,939,960. COtDESA had contributed an 

average of 48.1%*of the total asset value of the projects undertaken. 

7. Promotion of Capital Markets 

A capital market does not exist in Paraguay. The Central Bank has been 
mkig studies to establish one but the creation of such a market is not envisagWe 
for the near future. The total potential for equity transactions at this time is 
too am to anticipate an active stock mrket. 

Three nontyIcal projects were excluded. If these are included
 

this figure is 24.%.
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8. Technical Asiftance to Borrowers
 

So far COMEMA has not yet utilized the loan funds allocated for pre

investment studie and technical assistance to the subborr-wers. Technical assistance 

so far has been limited to helpin applicants comply with the requirements to obtain 
a loan. A comission in,charged by OMDESA for this service, but no AID loan fwuds 
have been used as planned. 

During the evaluation, COMtESA expressed its concern that the amount of up to 

$300,000 tentatively allocated for pre-investment is too high. According to former 
of the second tranche loan,
UrTlID/Paraguay officials who participated in preparation 

the inclusion of this amt for pre-investment studies was based on the assuzption 
that COMDEA might be participating in large-scale projects called forth by the impact 
of the Itaipu hdro-electric project. For such large-scale projects it was believed
 
that major pre-investnent studies would be a necessity. Since our present goal for
 

.OIVESA isnot large-scale projects but rather the small entrepreneur, it seems very
 
%unllkely that the total amount tentatively allocated for this purpose can or should 

be used. It was therefore a&reed tbat CO)ESA would submit a detailed study of its 
Outure needs for USAID consideration in determining actual requirements. 

In addition, the Loan Agreement also tentatively allocated up to $100,000 
over a period of four years for additional technical assistance, for CONDESA's ovn 

direct benefit, in the form of consulting services in capital mrketing operations, 
long term financial planning and in-service training of its staff. 

The evaluation disclosed that COMESA has not yet taken any action to contract 
o,.ttside technical assistance. CO -EGAfeels that it received sufficient technclal 
assistance during the organizational period, (the present manager was formerly a 
tLcbnical assistance financed consulta) and believes that it cannot utilize an ad
4.1itional $100,000 for such purposes. Itwas agreed that COIMESA will submit to the
 
iission a plan covering the technical assistance It deems necessary along with a cost
 
estimnte. The Mission will analyze the plan and consider actual requiremts.
 

9. Prowte new Investment Opportunities 

The preceding Section 6 of 'this report indicates the extent to which CONDESM 
attained 4his goal. 

10. Stimulate Hih Priority Ivestbnt 

According to the CAP, there is a general agreement among the World Bank, IDB, 
ClAP and AID that the areas for priority investment in Paraguay are in agriculture, 
agro-industry, and exporL production. Table 4 below shown the areas to which COMM 
directed its lending activities.
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TADTZ 1 

Percenta' Distribution or COMES&'a Portf..!.o byPriorty Ares 
(July 19nT - June 19714) 

SPortfolio 

Agro-industry 21.1 

fatufacturing 20.5 

Cattle and Agriciltwe 25.9 

Transportation 19.0 

Tourism 8.2 

Construction Industry 2. 
100.0 

The percentage distribution of CONDESA's subloans seems to be well dis
tributed; however, CODESA's lending van rot totally directed towards the areas 
listed in the loan agreement, i.e. (1) production for export, (2) processing of 
Paraguayan agricultural, mineral and forest products, (3) processing, marketing and 
.l.stribution of foodstuffs, and (4)e ploynnt opportunity and income distribution. 
(See Table 5 below). 

TABLE 

Number of COM4ESA's Loans TludinZw.One or More of the 
Priority Items InLicatei1 in t Loan Agreement 

(1) (2) (3) (4) (5) Others 

11 18 6 113 39 

(5) these loans are for transportation, service industries, agriculture, caytle, etc. 

C0MESA representatives stated that they should not be required to adhere/to 
the requirems of the loan agreement regarding the financing of the four typeFi of 

priority projects because the cbma cireumtandes in the Paraguayan ecanoqr pre
cludes them from following such a rigid policy. COM)ES says it generally dimrcs 
its lend'n to those areas where no oher sources of credit are available and it
 
also attempts to avoid having Its resources Idle for loug periods of time.
 

Although part of the activities financed by MIMESA were not specifically 
directed to the four priority setors establlw.i in- the loan agrement, the projects 
finameed by CDNESA were either celsm.wtar or closely related to those priority 
aras * The partioipnts Ints ewul, aOn believe that OeDM has performed well 
in meting the credit needs of the rivate sector. 
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