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PROJECT AUTHORIZATION
 

:4ame of Countr:y: Panama 

.\ame of Pr:oject: Small Business Development 

Number: of Pr:oject: 525-0240 

Loan Number:: 525-W-056 

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended, 
I hereby authorize the Small Business Development project for Panama involving 
planned obligations of not to exceed Six Million United States Dollars 
($6,000,000) in loan funds ("Loan") and Three Million United States Dollars 
($3,000,000) in gr:ant funds ("Grant") over a five (5) year period from the 
date of authorization, subject to the availability of funds in accordance with 
the A.I.D. DYB/allotment process, to help in financing foreign exchange and 
local curr:ency costs for the project. 

2. The pr:oject ("Project") consists of assistance to create a 
self-sustaining, integratad public and private sector mechanism which will 
provide credit and business technical assistance to small scale enterprises 
(SSEs) in Panama. 

3. The Project Agreement, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and 
Delegations of Authority, shall be subject to the following essential terms 
and covenants and major conditions, together with such other terms and 
conditions as A.I.D. may deem appropriate. 

a. Inter:est Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in U.S. 
Dollars within twenty (20) years fr:om the date of first disbur:sement of the 
Loan, including a grace period of not to exceed ten (10) years. The 
Cooperating Country shall pay to A.I.D. in U.S. Dollars intere~t from the date 
of first disbursement of the Loan at the rate of (i) two percent (2~) per 
annum during the first ten (10) years, and (ii) three percent (3~) per annum 
thereafter, on the outstanding disbursed balance of the Loan and on any due 
and unpaid interest accrued thereon. 



b. §ourc~ and Ori~in of Conmodities. Nationality of Services (Loan) 

Comnlo~ities financed by A.I.D. under the Loan shall have their source 
and origin in Panama or in countries included in A.I.D. Geo~raphic Code 9ql, 
except as A.I.D. may otherwise agree in writing. Except for ocean shipping, 
the suppliers of con@odities or services financed by A.I.D. under the Loan 
shall have Panama or countries included in A.I.D. Geographic Code 9ql as their 
place of llationality, except as A.I.D. may otherwise agree in writing. Ocean 
sh:pping financed by A.I.D. under the Loan shall be financed only on flag 
vessels of Panama or countries included in A.I.D. Geogrephil Code 9ql, except 
as A.I.D. may otherwise agree in writing. 

c. Source and Ori1Jn of Con@odities, Nationality of Services (Grant) 

Conmlodities financed by A.I.D. under the Grant shall have their 
scurce and origin in Panama or in the United States, except as A.I.D. may 
otherwise agree in writing. Except for ocean shipping, the suppliers of 
commodities or services financed by A.I.D. under the Grant shall have Panama 
or the United States as their place of nationality, except as A.I.D. may 
otherwise agree in writing. Ocean shipping financed by A.I.D. under the Grant 
shall be financed only on flag vessels of the United States, except as A.I.D. 
may otherwise agree in writing. 

d. Conditions Precedent to First Disbursement (Loan and Grant) 

Prior to any disbursement or the issuance of any cOn@itment documents 
under the Project Agreement, ~o finance any Project activity, except for the 
contracting of technical assistance, the Cooperative Country shall, except as 
AID may otherwise agree in writing, furnish to AID in form and substance 

; satisfactory to AID: 

1.	 Evidence that the Loan Fund has been legally established and a 
Loan Fund Account established in the National Bank of Panama 
(BNP). 

2.	 Evidence that the Guarantee Fund has been legally established 
and the Guarantee Fund account established in the BNP. 

3.	 A phase out plan for MICI's Loan Program which includes 
provisions to transfer proceeds of its liquidated loans to this 
Project. 

e. Conditions Precedent to Subseguent Disbursement (Loan and Grant) 

Prior to any disbursl~ment, or the issuance of any cOn@itment 
documents under the Project Agreement to finance any Project activity, except 
for the procurement of computer equipment and software, vehicles, technical 
assistance and the contracting of a Project Officer, the Cooperating Country 
shall, except as AID may otherwise agree in writing, furnish to AID in form 
and substance satisfactory to AID an Agreement of Understanding which 
describes the roles, functions and responsibilities of NBC, MICI, APEDE, 
UMPYME and the Small Business Council for Project implementation. 
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Pdor to any disburr.ement., Qr t.o th.: ir.suance of any commitnlcnt. 
documents under the Project. Agreement t.o finance any activity under the Loan 
Fund or Guarant.ee Fund, except for the procurement. of computer equipment alid 
software, vehicles, technical assistance and t.he contractin~ of a Project 
Officer, 
writing, 

the Cooperative Country shall, except. as AID may otherwise 
furnish to AID in form and substance satisfact.ory to AID: 

agree in 

1. A Part.icipation Agreement. signed between 
(2) Participatin~ Financial Institut.ions 

NBC and 
(PFI). 

at least two 

2. Operating procedures 
Guarantee Fund. 

and regulations for the Loan Fund and the 

3.	 Evidence that the NBC has appoint.ed appropriate, qualified key 
staff . 

g.	 Conditions Precedellt to Disbursement for Business Assistance 
Component: 

Pdor to any disbursement, or to the issuance of any commitment 
documents under the Project Agreement to finance any activity under the 
Business Assi£Lance Component, except the procurement of computer equipment 
and software, vehicles, technical assistance and the contracting of a Project 
Officer, the Cooperative Co~ntry shall, except as AID may otherwise agree in 
writing, furnish to AID in form and substance satisfactory to AID, evidence 
that MICI has appointed appropriat.e, qualified key staff for Project 
implementati on. 

h.	 Covenants 

The	 GOP shall covenant that, unless AID otherwise agrees in writing, 

1,	 Be liable for all claims against the Guarantee Fund which exceed 
the amount of funds available in the Guarantee Fund. 

2.	 Provide budgetary support to MICI over the life of the Project 
of not less than the equivalent of $1,600,000 for Project 
activities, and to provide adequate budgetary support to MIGI 
for on-going activities after the life of the Project. 

3.	 Make reasonable efforts to retain personnel trained under the 
Project in positions related to the Project. 

Robin Gomez 
Mission Direct r 

~1JJiJi.-L.-1_
 
Date 
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A. Reccm:nendaticns 

The U&l\ID/Panama Mission recanmends authorization of a loon/grant 
of $9.5 million to the Gave; 'T\ent of Panama (GOP) to establish a financial and 
business assistance mechanism which will provide credit, lam guarantees and 
business assistance to Small Scale Enterprises (SSEs). The Loan will be fully 
funded in IT 1987. Loan terms include a 10 yea.r grace pericrl, 10 year 
repayment sChErlule, and an interest rate of 2t; duri03 the grace pericx1 und 3% 
thereafter on the outstarrliIB disbursErl balance. The Project is to be fully 
disbursed within 54 months from the date the corK1itions prece::1ent to first 
disbursement have been sutisfio:1. 

B. BorrOller/Crantee 

The Borrower/Gra."1tee will be the roP. Project implementation will 
be coordinated by the Comision Bancaria Nacional (CB.\l). 'i'he Ministry of 
Corranerce am Industry (MICI) will provide business assistance services. The 
Signatory for the GOP will be the Ministerio de Planificacion y Politica 
Econemica. 

c. Project Surnmaxy 

The sector ,9.001 is jOb creation, throU3h a confluent marshalling 
of pOOli c and private resources, for stimulation and support of viable private 
sector econanic acti vi ties. The Proj<2Ct purpose is to create a 
self-sustaining integratoo public and private sector process, capable of 
providirg credit am business assistance to small scale enterpri see 'l'he 
Proj(:!Ct will finance a loan/guarantee mechanism, trainirg, technical 
assistance, equipment am materials, travel/per diem arc operatiIB expenses 
wi th AID loan/grant furrls and GOP counterpart fums. The furds \vill be 
utilizoo for the creation am o?erdtion of three distinct project canponents: 
(l) a loom FLmd; (2) a Guarantee FUnd; and (3) a Business Assistance
 
Corrponent. A fourth canponent, the Consejo Nacional de la Pequena Empresa,
 
wi11 be funded wholly by the GOP.
 

The first canpanent, the Loan FLllY!, will be managed by the c:omisien 
Bancaria Naciooal (CB.\l) which will act as a Executing Agency (E1\) for tile 
GOP. The EA 'dill utilize the services of the Banco Nacional de Panama (ENP) 
as Fiduciary Agent to CBrry out the daily cperations of the Fwrl, c.1iscountiIl] 
between 50% to 700 of the lams made by participatiIB firkmcial institutions 
(PFIs), e.g. canmercial banks and FEDPA; in response to presentation of 
apprcpriate documents. These PFls, taken to]ether, provide a national lerrlirrj 
network vlhich will lend at market rates to small businesses \'1hich have viable 
projects. 'l'he monies loaned to small busi ness \·lill be suppli Eii in l:oU]hly 
equal prc:portion b"-] Pt'Is and by the lD:ln Furrl. 'l'he Fund will lend to PFIs at 
rates vlhich allow the Fum to generate surplus revenues. These surpluses will 
be capitalizoo thus increasing its lOcl.nable furrls. The Lam Furrl, will 
primarily provide furrls to ccx:Ps \vhich are generally illiquid, am to a lesser 
extend to the participating carunercial b3.I1ks. The participating financial 
institutions \Vill relerK1 at market rates, thus obtainiI"B acceptable revenues 
and generatin:] incroosed len:1in:] to small busi.ness. 

(
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The secood canponent, the Guarantee Fum, will also be administered 
by by NOC. Each Furrl will be treated as a separate cost center. The 
Guarantee Fund will guarantee up to 700 of the uncol.lateralize:1 portion of 
sulrlcans made by the PFls. The 30% of lmcollateralized exposure of the PFls 
is sma.ll enough to reduce their risks, yet large enough to insure careful 
lending practices. The Guarantee Fum will increa3e its capitalization by 
investment of its base capital and of fees collectoo which equal 5% of the 
amount guaranteed. 

The third canponent, the Business Assistance Furrl, will be 
implemented by the Direccion General de la pequena Empresa (I)3PE) in the 
Ministerio de Comercio e Industrias (t-1ICI) azrl will provide business 
assistance to SSEs by helping them analyze their business nea::1s, develop and 
present projects, prepare loan applications, arrl manage their operations until 
the loan is paid • 

.I.ne fourth canponent, the Consej'J Nacional de la Pequefia Ernpresa, 
will provide guidance and recamnerrlatioos for program modification to the 
executiIl3 agency am to MICI, am will mantor the project for the GOP. It 
will also make policy recamnendatirns to the President. 

The Project when fully functioni03 will be capa.ble of emittilB 1000 
loans and of generating more than 1000 direct jobs per year; will have a 
canposite portfolio in excess of $12.0 ndllioo; arrl will continue to increase 
the capit".ll base of the loon and guarantee fums Ulroughout its existence. 
After full repayment of the AID loan at the errl of year 20, the Guarantee fum 
will have incrresed its capital base to $2.2 million and the loan fund will be 
capitalized at approximately $6.0 million. 

Total project furrli 11g' over a five yrer period is $:7.1 mi llion, ot 
which AID will provide $6. a million in loan furrls arrl $3. a million in grant 
fun:ls. '!he PFIs will provide $6.0 million to the loan Fund and the GOP will 
provide a counterpart contribution of $2.1 million. 

D. Financial Summa.ry 

Project furrls will be allocaterl as follows: 

TABLE 1 

S{j1..~ oosr EsrU1\TES AND FINANCIAL PIA~ 

(MILLIOt"JS OF $) 

SCXJOCE U S A I D Q)UNTERPARI'
 
USE GRA."JT I.Q\N GOP PFIs 'rorAL
 

Loan Fum 1/ .3 6.0 .0 6.0 12.3 
Guarantee Fund Y 1.0 .0 .5 .0 1.5 
Business 

Assistance 3/ 1.7 .0 1.6 .0 3.3 
Small Business 

Council .0 .0 .0 .0 4/ .0 

3.0 6.0 2.1 6.0 17.1 
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1/	 See Annex B.l 
2/	 See Annex B.l 
3/	 See Annex B. 3 
4/	 GOP costs incurn:d for Small Business Council consist primarily of 

salaries paid to government enployees who participate as council 
members. The amount of salary apportioned to Council related activities 
is quite snall and variable, and is not sl1a.m in project cost estimates. 

The follOOI"B is a SllIlUllClry of estimated input cost for implementiI"B 
the plannerl activiti es over fi ve years: 

TABLE 2 

SUMi\1ARY PR()J'F.CI' cnsr Y 
{$OOOs} 

ELEMENTS 
u S A 
G.AAL'fr 

I D 
I..Ql\N 

OOUNTERPARl' 
GOP PFIs 

TrainiI"B 
Tech. Assist. 
Equipment/~·1aterial 
!.D:ln Flmd 
Guarantee Furrl 

66 
1,534 

100 
300 

1,000 
6,000 

14 
1,586 

500 
6,000 

80 
3,120 

100 
12,300 
1,500 

TOTAL 3,000 6,000 2,100 6,000 17,100 

1/	 See Table 4 on page 31 for cool breakda.m. 

E. Project Develepnent Group 

UffiID/Panama Project Team 

Frank Skowronski. OPSD 
Bernai Velarde, OPSD 
Celso CCl.rtonell, ODR 
Vilma Jaen, mrr 
Juan Belt, OOP 
Annette Adams, RLA 

USAID/Panarna Project Review Committee 

Robin Gomez, Mission Di rector 
John L. Lovaas, Deputy Mission Director 
Stephen Ryner, Chi ef OPSD 
Denton Larson, Controller 
Michael Hacker, Chief ODR 
'Ibm Cox, Chi ef ODP 

USl\ID/Pana.ma Support Staff 

Josefina de Stanziola, OPSD 
Doris de Spiess, OPSD 
Elia de Perez, OPSD 
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Ministerio de Canercio e Industrias 

Carlos J. Quijano, Minister 
Ri ta Mariela Perez, Vi ce-Minister 
Luisa de Soto, Secretary General 
Guillenno Fernandez, Advisor to the Hinister 
Aleida Amaya, National Director of Business Develcpment 
Juan Labrador, General Director of Small Business 
Angelina de Garcia, Small Business Directorate 

Consejo Nacional de la Empresa Pri vada 

Raul Hernarrlez, President of APEDE
 
Carlos Sanchez, SIP
 
Limel Quiel, President of UNPYME
 
Adelina a~~varria, Banking Association
 

Banco Nacional de Panama 

Ramen Perez, Deputy Ma11ager
 
Felix A. Quiros, Executive Manc:ger
 

l4inisterio de Planificacien y Politica Econanica 

Ruben Wolcovinsky, Advisor to MIPPE
 
Nuvia de Jarpa, Chief of Investm€:nt Program
 
Roberto MenU eta, Business Sector Analyst
 

Canision Bancaria de Panama 

Mario De Die;jo, General M:mager
 
Arturo Vallarino, Legal Advisor
 

Cons~tants 

Cyrus Sarnii, Tec!'mical Coordinator
 
Jose Chong-Hon, Peat, Marwick & Mitchell
 
Charles Collins, Develcpment Asscciates, Inc.
 
Bruce Tippett, T.D.I.
 
Cameron Srni th, T. D.1.
 

II.~ BACI<GIUJID 

A. The Problem 

About 14% of the Panamanian workforce is nON unenployed or visibly 
urrler-employed. Nearly 73% of all the unanployed are concentrated in the 
Canal Corridor. At the Atlantic extreme of the Corridor, Colon, has an 
unemployment rate of 25%; at the Pacific extreme, San Miguelito, adjacent to 
the Ci ty of Panama, has a rate of about 20%. 

Unemployment in the country is expected to increase with 
particularly high irrpact in these urban areas. Ecooanic grCMth over the next 
several Ye3.rs will not be sufficient to ~orb the annual grCMth of the labor 
force, whidl is projected at 3%. Rural-urban migration of the unanployed 



will, at best, continue unabated and may in fact incre:lse. The grcwth of the 
public sector has been checked, am that sector can no longer absorb a 
significant number of workers as it did duril!3 the past decade. 

The CDP, reactiIB to the distress of the unenployed am to the 
concanittant probability of political and social tensions posed by an 
expansion of unemployment, has made jd:> cre:ltion in the pri vate sector a 
national priority. To attain its stated national objective of creatir13 25,000 
new jd:>s per Ye:lr, the CDP is urrlertakil13 three courses of action. It will: 

-Accelerate investment and export promotion efforts; 

-Support a substantial increase in low am lOder middle income 
housing construction; 

-Stimulate domestically-oriented production with special emphasis 
on assistance to the 30,000 small finns and family enterprises that 
make up a1x>ut 30% of that sector. 

This Project, designed to support the third sJ.:.rat83Y, recognizes 
that expansion or small business opportnll ties is determinexl, in large dEgree, 
b¥ market forces, thus a small business assistance program will not, of 
itself, induce formation or expansion of small scale enterprise. Inste:ld it 
can assist small entrepreneurs to res.?Qnd effectively to perceived 
opportunity. Nevertheless, even in this period of low economic gro"lt'h, 
cpportunities for small business expansion are evident. As the economy picks 
up, small business activities shuLl1d exparrl, strengthen the upturn, and absorb 
a significant number of workers. 

However, before the small business potential of Panama can be fully 
re:llized two conditions must be met: (1) small scale entr~~prei1eurs must have 
ready access to canmercial credit; am (2) must improve their business 
skills. This Project respords to these inter-related requirement.s wi thin a 
self-sufficient and a largely pri vate sector credit mechanism am a 
governmental/private sector business assistance program. 

B. Constraints to EXpill1sion of Small Scale Enterprise. 

1. Loans to small scale enterprises in Panama have been emitted 
in varying degrees by the canmercial bank systEm, the financieras, the savin:Js 
am loan cCXlperati ves, informal mcney lenders am government ~~\.losidiztyJ credit 
programs. 

Small busines~; lendil13 of the canmercial bank systen has been 
largely directed to the largf" L, well collaleralized finns. Evc'n the few fin:as 
whidl can provide sufficient.: collateral are, accordil13, to many bankers, only 
of marginal interest to the 1Jank~ because of the relatively high transaction 
costs associated with small denomination loans. The savi."Bs am loan 
ccx:peratives rEpOrt that aoout 15% of their portfolios are canpribed of small 
business loans. The cocperatives are, ho..,rever, illiquid; most have limited 
membership and those that are cpen to t.~e public have little experience in 
evaluatiIB business projects. 

Small businessmen, with what they believe to be excellent 
projects, frequently must turn to mcney lerx1ers and to the few financieras 
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whi ch make non-consumer loons. Interest rates from these sources vary from 
32% to 120'6 per year. 

Government sponsored loon pr03rams have, over the past 5 
Ye3.rs, made only 725 small business loans. The loon application approval 
process is characterist.ically cumbersane am lengthy. six mooths to a year 
rna}' pass before a successful applicant receives a first disbursement. 

In short, available loon sources have the following 
charncteristics: banks, with high liquidity show only maqinal interest in 
small business loons; savilBs am loon ccx:ps, which show interest are 
illiquid; infounctl sources of credit offer ruinous rates; and traditional 
government pr03rams are unresponsi vee 

2. Availability of Technical Assistance 

The need for technical assistance to small business has in 
varying degree been acknONledged by small business organizatims, 
international agencies am the GOP over the past several years. However, its 
importance had been obscured by preoccupation with crErlit availability. 
Provision for technical assistance was included in the AID assisted EPG 
project, but such assistance took the form of classroom trainin3, and such 
training vIas given infrequently. In the small bU3iness canponer.t of the URBE 
project, technical assistance is implicitly provided urrler a form of 
supervised credit. In practice the assistance was ill-defined am eclectic, 
and was incorporated into the loon approval process. No stan:3.ards or 
procedures were established for basilB assistance on the needs of clients, nor 
were personnel ~ecifically trained to provide loon-linked assistance. 

From formal evaluations of the trainin.] am technical 
assistance efforts to date, and fran informal reactioos of the small business 
cammmity, it has becane increasilBly clear that loon-specific technical 
assistance is requirErl, but is not readily available. The recognition of the 
need for loon-specific technic d1 assistance is cQ1sistent with observations 
made elsewhere, e.g. the Doni dcan Republic, wherein it has been observed that 
project-reli.ltErl assistance provided to barrO'ders, prior to am durilB the life 
of each 100.1, is a necessary corrlition for successful snaIl business len:lin:J. 
At thj s tirr.e, no pr03ram exists in Panama which provides for such assistance. 

c. Panamanian Response 

An AID assistErl examination of small business project experience 
was initiatErl by the Ministerio de Canercio e Industrias (MICI) in 1983. At 
that time employment generation had becane a major preocupation of the GOP. 
The impact of fiscal austerity was increasiIBly felt nnd policies calling for 
reliance on a market directed econany were emergiIB. These ccnsiderations 
affected the examination and prq:>osals for new approod1es. 

A MICI-administerErl small business lerdilB canpooent of the AID 
supported fundErl URBE project had been initiated in the southwest region of 
Panama in 1978. lDans at 8% interest were offered to enterprises with a 
capital b3.se of not more than $50,000. A review of that project revealed trle 
folloolB data: 
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1.	 From an average of $652,000 loaned each year, 344 jobs were 
created; a startlil"B'ly low cost of ~a, 8% per joo; 

2.	 Forty two percent of all loons emitted were below $5000, and 
the average of all loans was awroximately $8000; am 

3.	 A sustained demand level of somewhat more than $1.0 million 
per year was evident. 

At the same time, the data revealed excessively high adrninistrativel 
cperational costs, substantial delinquency rates and long delays in the loan 
approval am disbursenents procooures. 

The Hinister of HICI, reccgnizing that the costs of maintaining an 
extensive adrninistrati ve structure was inherently hi.gh and that revenues 
generated fran a lOt.' interest bearirg portfolio of loons, further roouced by 
delinquency and loss were inherently la.v, concluded that continuation of that 
cost/revenue relationship would render the prcg-ram ineffective arrl eventually 
lead to decapitalization. 

In 1979, the GOP, with f:nancial assistance from the AID Region~l 

HousiIlj Office, initiated an experimental project IIPUP/C in San Miguelito, a 
very pcpulous la«-i ncane suburb of Panama Ci ty. Project furrls were intended 
to finance a small financial entity which would serve as a 10l"B' term business 
assistance resource to the camntmi ty. Events prevented the establishment of 
the entity and the furrls were disbursed through a MIPl"£-cperated lendiIlj 
prcgram. Review of the prcgram revealed that a 100 jobs were creal:e1 at a 
capital cost of $2,400 per job. Average loan size was $9,200. HC1r\Iever, 
delinquency rates were exceptionally high. In an attanpt to re1uce overhead 
and adrninistrative costs, the project was absorbed by 11ICI. 

The next OOP/AID small business activity, the BNP lerrling canponent 
')f the EPG Project, drew in part on the MICI-IIPUP/C experience to produce a 
more favorable cost-revenue relationship than those of earlier projects. The 
BNP project was targeted at the higher end of the small business loan market. 
To maintain lOt.' delinquency am loss rates, carunercial bank-type loan awroval 
proce1ures and collateral requirements were establishe::i, as was a system for 
provision of trainirg to clients. A 3% charge was levied on the loans to 
cover the costs of the service. 

A review of the operation of the BNP project over the pericrl. 
OCtober 1981 through June 1983 reveals the folloo ng: 

1.	 It has made 192 loans with a total value of $4.6 million. 

2.	 The average loan size was $22,000. 

3.	 It created 800 jobs at a per job cost of $5,625. 

4.	 L3.rgely because of centralization ")f decision making in the 
capital, loan afProval am disbursenents time varies fran 3 
months to 6 months. 

5.	 It costs about $1.00 for each $9.00 Imne::i. 
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While this project is relatively successful, it achieves its degree 
of success by dea.lifB with the cream of the small business sector am makifB 
relatively large individual loans. Recent data shews that the average loon 
amount has increaserl to $28,000. 

Over the past several years financial intermed.iaries am private 
sector organizations have shown interest in assistifB small scale industry. 
APEDE, the Panamanian Association of Executives with AID assistance, is 
providing business training to selected. owner/managers of small scale 
enterpri sese 

Pri vate financial institutions have made sane small business loans 
ina response to a perceiva:1 social caroni tment and as experimentsin lerrli I'l9' 
to the small business sector. However, their officers noint out that small 
business loans represent for them the highest risk and lewest yields of all 
possible i terns in their portfolios. Their full Participation in a small scale 
enterprise lending program would be largely influenced by devices and 
instn.nnents which would rerluce risk am improve yields. 

'!Wo other sources of loans for small business report other 
cmstraints. The credit union ccx::perati ves, which are distributerl throU3hout 
Panama, have made a limited number of small scale enterprise loans to their 
members am are unable to extend additionnl credits primarily because of lack 
of resources. The ccx:peratives through their ferleration, FEDPA, have 
previously prcposerl that they play a role in a national small business loon 
pr03ram. They continue to press their prq:>osa1. 

The 94 "financieras" (Conswner Credit Institutions) occasionally 
make sane small business loans, but the extrempJ.y high effective interest 
rates makes borrowiI'l9' fran these sources relatively unattractive. The fact 
that SSEs find ultimate recourse in "financiera" crerlit is indicative of urunet 
demarrls by tradi. tional am government-spcnsorerl cred.i t pro:JraITis. (A 
discussion of projected. demand is presented in Section IV A Page 34) 

The OOP, conscious of the demonstraterl potential for job creation 
through small enterprise, yet recognizing that present SSE assistance pr03rams 
were inadequate in sccpe am in cost/effectiveness, began in 1982 to explore 
new project possibilities. 

While MICl was seekifB a ne.i am more effed.ive small business 
assistance pr03ram other agencies bEgan to playa role. The need for major 
attention to small business was highlighterl in the MICI/UNPYME/APEI:E seminar 
of November 1982, and camnunicaterl to the President. The seminar attemed ~ 

high level representati ves of the OOP am of major pri vate sector 
organizations recamnended that: 

1.	 Bureaucratic obstacles to public sector lerliI'l9' pro:Jrams be 
eliminaterl. 

2.	 Provision be made for satisfYiI'l9' the collateral requirements 
of the lendinJ institutims. 

3.	 A permanent technical assistance pro:Jram be established. 

4.	 Responsibility for Small Business Programs be centralizerl. 
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5.	 Well defined policies be estal>lishErl for develcpment of the 
small business sector. 

In October of 1983 after the President recei ved these cmclusions, 
he crreted a Small Business Council by Decree. The Council is chargErl with 
develcpment of Small Business policies am with recornrnerrli1'B pr03rarns 
consistent with those policies. 

In the same month, the President of the Republic who had, in 
various public statements, indicated a canmi tment to small business 
assistarlce, made that canmi tment formally in a major policy address "The 
Declaration of Chi tre." Ho.vever, the degree of GOP financial canrni tment to a 
small business prcgram is am will be circumscribed however by the HW imposoo. 
austerity plan. It is also influenced by tJle Government I s new policy of 
utilizin:] private sector instruments to the dEgr~ fresible. Conscious of 
costs as never before, recognizing that govern:nent cperatErl small business 
prD;3Tams generated high overhead am operatirq costs, am aware of the 
potential for relatively low cost lending by private intermediaries, the 
Ministry of Corranerce am Industry am the Office of the President began to 
look for a project configuration in ",.,.hich the interests of small business 
would be served, in \·ihich governmental responsibilities would be discp.argErl 
aDd in which private financial intermediaries would be the service 
instrumentalities. A GOP/AID policy diaJ03ue \'lhich had camnenced a year 
earlier helped shape the new project configuration - which gave substance to a 
TTIajor dEp'1rture fran previously held Small Bussiness Assistance Policies of 
the GOP. 

The potential of small business develc:pment also received increasErl 
attention of the private sector. A specifi c AID funded effort to improve the 
capabilities of the small businessmen was initiated in 1981 with APEDE. That 
association, utilizing the services of it members, provides classroom trainin:] 
to small business persons over a peric:d of 12 mooths. Although generally 
considered useful, the trainin;:} is relatively expensive and t.o date has been 
giyen to only about 300 persons. 

ArraIBements were made between APEIE arrl the BIPAI.~ in which the 
latter would lend to selected gr.aduates of APEDE trainin:]. APEDE bEg'an to 
seek furrlin:] for a loan guarantee prcgram to support such lendin:]. 

At aba1t the same time, urrler the spoosorship of the Catholic 
church, Swiss funds were made available for the establishment of a large fLlI'rl 
to guarantee small business loons of a cocperating bank, the Banco General. 
Plans were made to provide technical assistance to small business throrgh 
Caritas other Catholic Church organizations and Panajuru. The fceus of the 
proposerl church-spoosored guarantee prcgram is primarily Upa,l small" rural 
agricultural cperatives (See Sections III J .4, other Donors, Page 33). 

Each	 of the various awrooches were in themselves incomplete an::1 
limited in scc:pe, but they signaled a gro.virq consensus that private sector 
lernin:] institutions could playa major role in small business develcpment if 
provisions were made for loon guarantees and if small business skills were 
improve::1 through loon-specific technical assistance. '!'he sirnilari ty of 
irrlependent cmclusions by both private sector and governmental entities 
established a cmsensus which was eventually reflected in support for this 
project by representatives of the r1inisterio de Canercio e Industrias, the 
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Ministerio de Tramjo y Bienestar Social, the Banco Nacional de Panama, the 
Comisioo Bancaria Nacional, the SIP, the camara de Comercio, the camara 
Panamefia de la Construccion, the Union Nacional de Pequefi'as y Merlianas 
Empresas, am the As~iaciCn Panamena de Ejecutivos de Ernpresa in their 
capacities as members of the Consejo Nacional de la Pequefia Ernpresa. 

III. DRl'AlIm Pro.:JOCT DEOCRIPI'IOO 

A. Sector G<..'a~ 

The g03.1 of the Project is job creation throll3'h a ccnfluent 
mars~ling of public and private resources for stimulation and support of 
viable private sector econanic activities. The job creation g03.1 is a canmoo 
theme in U5l\ID/ranama projects. In this instance, the f~us is upon small 
business, which accounts for approximately 30% of the total enterprises in 
Panama. The traditionally lCM capital requirements for job creation in the 
Small Busir::.ss sector makes development of that sector a particularly highly 
cost effective means of employment generation. The U5l\ID projects have 
increasin:Jly ernphasizerl am supporterl the role of the pri vate sector as the 
"motor" of develc.pment and employment generation. This project seeks to 
create conditions, which Hill per.ni t the small business sector to O'lercane 
special obstacles and to fulfill its econanic potential. 

B. Project Purpose 

The ptn;Pose of the Project is to create a self-sustainil1C] 
integrated pOOli cjprivate sector process caPable of providil1C] loons and 
business assistance to small scale enterprise. Within the int6Jraterl system, 
provision has been made to maintain continual evaluation of the state of small 
business am to elicit policy recamnend~tions for governmental coosideration. 
Thus the Project serves inunediate loon and technical neerls, and provides a 
mechanism for policy evolution. 

In the achievement of the primary purpose of the Project sec:orrlary 
purposes of ca1siderable importance are serverl. Private financial agencies 
will be used to carry out the loon portions of the Project, thus giving 
substance to the aVOded OOP policy of reliance on the private sector, instood 
of the previous policy of total reliance on government agencies. The 
participating financial institutions will provide a minimum of 50% (30% for 
Cocps) of the furrls looned to small business, thus, for the first time in 
Panama leveraging government loon furrls in Small Business Programs. BorrOders 
under this Project will pay market interest rates am the loon furrl will be 
revenue prcxiucing, thus advancing the GOP policy of redt -::ing subsidy in its 
small business prcgrarns am permitting market forces to establish the cost of 
mooey to small business borrCMers. 

C. Beneficiaries (Target Group) 

The direct beneficiaries of the Project include small business 
owners, present employees, am new workers, engagerl as a result of increaserl 
business activities. Assistance effort will be directed to small business not 
presently serverl by existing prcgrarns, with special emphasis on 
micro-enterprise. 'I'he target groups by classification and anticipated neEDs 
are as follows. 
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Micro Enterprise (1-5 employees): 

-Short-Term Worki ng Capi tal Lc.ill1s 
-Legalizin::J Operations (This includes registration, canpliance with 
Social security laws and access to benefits unider incentive laws. 
-t1anagement Assistance: Packagin:J Loan Applications. 
-Minimal Follow-Up Help 

Small Enterprise {5-20): 

-Short-/Hedium Workin:J Capital Loans, Especially for inventory
 
acquisi tion.
 
-Management Assistance: r1arketin:J, Accountin:j, Legalization of
 
Operatioos.
 

Hedium (15-50):
 

-Fixed Asset Financing
 
-Nanagement Trainin::J; (Professionalization of Management Below
 
CXvner level) . 

Firms with 30 or less employees am \vhose assets, includirg private 
assets of the owners are less than dollars 100,000 will be eligible for fixed 
and workin::J capital loans, not to exceed dollars 50,000. The target group 
represents the bulk of Panamanian small business, and excludes only that 
up-scale portion which is bein:J served by the small business pr~ram of the 
National Dank of Panama (BNP) under the AID funded Employment Plannirg and 
Generation Project (EPG). Thus the e..'1tire small business spectrum will be 
covered by one of the two projects. 

Priori ty will be given to micro-enterprise in the provision of 
business assistance by MICI. To induce PFI I s to provide for the crErli t needs 
of micro enterprise, higher interest spreads will be offered to financial 
intennediaries \vhich lend to then. sane of the assistance nee:1s of Small and 
Medium scale enterprise will not be served directly by this Project, but will 
be referred to APEDE for service wi thin their trainin::J program and to a newly 
proposed UNIOO spoosored Technical Assistance Project. 

Drawing upon the recorded job creation effect of existing small 
business lendin:J pr~ramsi Usz\ID ccnsultants coocluded that, a pr~ram with 
substantial emphasis on micro-enterprise, and with a high degree of lendin:j 
for workin:j capital, could proouce one new direct job for approximately four 
thousand dollars in new investment. On the basis of that estimate anc. a 
projected canmulative lendirg outlays of more than $19 million over the five 
ymr project pericx1 approximately 5,000 new jobs would be creatErl. The 
injection of new purchasin] po.ver fran the salaries of the ne.... workers, fran 
increased incane of owners and their frequently urrler-employed workers, and 
from increased business purchases will prcx1uce secondary emplOjIllent" effects of 
urrletermined magnitude. Investigaci6n y Desarrollo (INDFSA), a local ecooani c 
coosultin:j firm, estimates secondary employment effects at Imst equal to the 
direct employment generated. 

Beyond direct am imirect employment effects, the Project benefits 
financial intermerliaries, technical assistance suppliers, the GOP and the 
econany as a \vhole. 
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Financial intermediaries will be able to extend their lendirg at 
marginal costs to a new client group with reasonable expectations of profit. 
Suppliers of business assistance e.g. members of the associaticns of 
accountants, graduates of business schools arri others contracted by MICI, will 
receive trainirg, exposure to small business and its problems, and a more 
intimate knOi/le:1ge of the ecmany in which they fLmction. 

We anticipate that the project will advance the role of wanen in 
develq::>ment by providirg a loon fUlrliIl:J base \'lhich will be utilized by the 
wanen trained urrler the AID sponsored Overseas Education Fund (OEF) programs. 
It is also possible to utilize OEF trainers as ccntractors un:ler the MICI 
coordinative business assistance prograTU. 

Other programs of the GOP will also benefit fran the loan an:] grant 
elements of this project m~inly Instituto PanamEilo de Turismo's (IPAT) 
artisan/harrlicraft pronotion effort, an:1 prcpose:1 activities of the Dire::::cioo 
de Canercio Exterior (DICDMEX) to bring small prcducers into international 
markets. ParticiPants in these programs will be eligible for the benefits of 
this projec't.. 

The GOP benefits directly arri in:1irectly. The tax base 'dill be 
broadened and revenues enhance:1. The success Of a self-sufficient small 
business loan system will relieve the GOP of the neej for recurrent injections 
of fundiIl:J into the cIe:1it system by inducirg the bankil'B sector to provide 
funds. It will also obviate the necessity of incurrin:] additional foreign 
debt to support its small business public credit system. 

The nation-wide sccpe of the Project will widely disseminate its 
benefits. Local econcmies outside the metrqpolitan areas will be 
strengthened, thus cmtributin:] albeit marginally, to a re:1uction in urb:m 
migration. The increase in well being associated with employment increase 
should impact positively on the Panamanian socii'll an:1 political ambience, 
contributing to stability and domestic tranquilIty. 

Finally, the eoonany as a whole will benefit front the stimulation 
of eccnanic activities, from greater local value added, and to sane degree at 
loost, fran an increase in foreign excharge eamirgs. 

D. End of Project Status 

When the Project ems in 1990, it will have established an 
integrated, fully functioniIl:J arrl self sustaining cre:1i t/assistance mechanism 
capable of makiI13 one thousarrl loans per year. It will have a carposite loan 
portfolio of approximately $12 million, ($6.0 mLllion fron the loan fund and 
$6.0 million fran the participatirg carnnercial banks). Loans are expected to 
average between $4,000 and $5,000 and have an average term of 3 years. Lams 
in the POrtfolio will primarily support labor. intensive projects which have an 
average capital/labor ratio of $4,000/1, thus prcducing an employment creation 
rate of about 1,000 jobs per year. As the Project continues, recyclin:] of 
revenues will briIl:J the canposite portfolio up to nearly $13 million yieldirg 
a job creation rate of 1,700 jobs per year. 

One of the three essential loan instruments in the Project, a 
Comisioo Bancaria Nacicnal managed loon fum, will have provide:i 50% of the 
$12 million lama:1 to small business,· will have increase:1 its capitalization 
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through revenue retention from $6 million to $6.4 million; and EStablished the 
basis for acceleratErl capital gra.vth. 

The second essential instrument, a Comision Bancaria Hacicnal 
managErl Guarantee Fun::1, will have gwranteErl up to ta.5 millic:n of the 
uncollaterizErl portion of the $12 million looned; increased capi t.alization 
from $1.5 million to $1. 7 million; arrl be positionErl to maintain a guarantee 
portfolio equal to 70% of new loons made in subsequent yrers. 

The third essential loan instrument, the pri vate financial 
institutims, will rove provide1 approximately $6 million in 10--111s to small 
business. There will be approximately 40 financial insti tut.ions participatin:] 
in the Project, branches of which will provide full or nearly fuJ.l natiooal 
coverage. 

The technical support instnnnent, a business assistance mechanism 
managed by MICI, will have carriErl out business assessment, and will have 
provided loan-specific business assistance to 6,800 small businesses. It will 
have an annual capacity to carry out 2,000 business assessments of small 
businesses arrl to provide lron-specific direct advisory services to 1,000 
businesses. 

The Cansejo Nacional de la Pequena Empresa, establishe1 to make 
policy and program recanmendations to the GOP will be fully functionil'B and 
will have formulatErl a coherent small business develcpment policy. The 
nationwide loon/business assistance mechanisms will constitute an information 
system, feErlin:] into th" Cansejo Nacional de la Pequena Empresa the concerns 
of the small business corrnnunity, evaluations of the lean and assi stance 
programs, ani sLJ3gestions for the attention of the Caunci 1. 

MICI will have canpleted the disma.ntlin:1 of its small business 
lendin:1 program; ani will have re-directed sane of its resources to provisioo 
c~ business assistance to the small business carununi ty. 

The End of Project status, as described above, applies to 
activities canpleted and capabilities aCXIUired by the 5th yrer of cperatioos. 
This obscures several major accanplishments which \'lill not be evident until 
the AID lean is paid off in the 20th year. At that time the loan Fund would 
be debt free am capitaliZed at about $6.0 millim; arrl the guarantee furrl 
capitalized at about $2.6 million, thus providin] a flexible base for 
c01timBtion or mcx1ificatic:n of small business lendin:] without recourse to 
public furrls. Should, as seems likely, the default rates on the guaruntee 
furrl, be less than projected at this time, the incremental earrlln:Js would be 
used to defray part or all of business assistance costs. 

E. Project Rationale 

As a result of formal arrl informal evaluations MICI leaders 
conclu::lErl that enployment generation effects could indeErl be produced by small 
business develq:>ment, but that flaws in existin:] prOJrams precluded the 
attainment of desirable levels and distribution of such effects. Expansion of 
small business develq:>ment programs was neErlErl, but unless the defects 
observErl were remErliErl, expansion It/ould be relatively fruitle.5s. 

Two fun::'iamental flaws notErl in current prOJrams had to be remErlie1. 

-13



1.	 Lending urrler these prC>g'rams required that borra.vers plErlge 
adequate collateral, a cmdi tion which the bulk of the small 
business corrununity of Panama was unable to meet. Thus even 
well conceived am potentially profitable projects were W1iJble 
to receive loon fundiIB. 

2.	 Successf!..l1. management of loon fun::1e:'! projects requires that 
the rGsponsible entrepreneur have, Qr have available to him, a 
ra.n:.::Je of adequate business ski lls. The bulk of the small 
business community is bereft of these. Thus even if the 
problem posed by collateral requi rements were resolved, the 
businesses funded would remain highly vulnerable. Present 
projects have not adequately addressed this problem. 

It was concluded that provisicns to remedy the note:'! flaws would 
have to be made in a revision of existing pr03rams, or in new projects if 
otherwise warranted. 

The B.W small business lerrliI'B pr03ram fl..lIrlEd urrler the AID EPG 
project was not considered as a candidate for najor revision. It was regarded 
as a relatively effecti ve instrument servirg the high errl of the small 
business narket and those few borrcwers which could pledge adequate 
collateral. As such it had a limi ted but justifiable role. 

Thus attention focused on the remainin:J GOP small business project; 
the MICI IB1diI'B pr03ram. The evaluations had revealed administrative, 
technical and fiscal flaws, which in varying degrees debilitate:'! the MICI 
project a.rrl yielded a high cost/la.v performance result. Continuation of the 
project in its present form would inevitably lead to decapitalization. 

A number of prcposals for rescructuring the MICI operation were 
advanced; inclu:iing the formation of a new small business bank whi ch would 
have absorbed the MICI project. In a review of the prcposals additional 
flaws, inherent in governmentally cperated lending programs, were identifiEd. 
It was noted that such pr03rdffiS cannot be totally politically neutral. Even 
where the lendin:J process has been successfully isolated fran poli tical 
influence, the borrowiIB public, regardiI'B governmental lerrliI'B as a form of 
largesse, is reluctant to repay loons; and would be collectors incur the 
threat of political retaliation. It was this generally accepte:'! observation 
which gave rise to the prcposa.l for a special autcnanous small business bank. 

Another telli!"B observation arisirg fran the evaluations was that 
epecial lendiD,j programs administered by the Government required new 
administrative structures am staff, resultin:] in high overhead am 
cperational costs. Where lenclil13 is limited to a epecial group e.g. small 
businessman, portfolio levels aI'e frequently insufficient to generate enQU3h 
revenues to offset those high overheads. This is eepecially so when interest 
rates are maintained at la.v levels. An unintended effect of artificially 
maintained leM interest rates is decapitalization and consequent denial of 
loon	 opportunities to the bulk of the small business camnunity. Private 
financial instituticns which lend across a wide spectrum of clientele, can 
take	 on additicnal loon activity at marginal costs. Specialized governmental 
lendiI'B, on the other hand, must absorb the full ca;t of overhe3.ds and 
operations, thus establishir13 the least fiscally attractive process. 
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These observations 100 to a conditional conclusion that, if a 
reasmable small business lerrlirg alternative could be foun::1, MICI would 
wi thdraw from a lendiTB role. 

The reccgnition that la.v interest rates iurther jeopardized the 
fiscal integrity of institutions erga:Jed in inherently risky lendin3 to small 
business, was accompani ed by acknOtlledganent that such rates might nat serve 
the best interests of the small business camnunity. It's availability led 
untutored entrepreneurs to the deceptive conclusion that lOti interest payments 
could canpensate for the marginal viability of projects being considered. To 
the extent that such projects \'lere sanetime successful, they were so because 
the business was insulated from the realities of the mcney ma.rkets. In short: 
subsidized lad interest rates were not necessarily wholly benign am 
subsidized credit would be a necessary conditicn for the continued survival of 
marginal projects. 

While the GOP am. UffiID discussed the evaluation of MIeI am. the 
observaticns derived fran that evaluation, new factors impiIBed on the 
deVelopment of this Project. 

1.	 The G8P ccncluded that it must rely on the pri velte sector as 
its main econanic motor, thus founally abandoning its 
experiments with para-scatal businesses which had 
d1aracterized the Torrijos yoors. 

2.	 At the same time, in respoose to IMF agreements, it be:Jan to 
retrench. Um.er pressure of reduced IJLrlget allocaticns, 
unnecessary or marginally effective prcgrams came urrler 
scrl'.tiny. Small business programs were not excepted. 

On one hand the COP felt canpelled by econanic rationale to assist 
small business, and the econanic ratimale was echoed by the small business 
camnunity. On the other ham. it was increasirgly clear that a burdened 
treasury could hardly justify experrlitures on pr03rams which were 
ineffectivee It s0U3ht a solutioo which would ranery the defects observed in 
existing programs, which could have the necessary natimal employment 
generaticn effects, arrl which at the same time would reduce or eliminate the 
necessi ty of successive subsidy. 

The ideal solution sOlBht would have the folloong
 
characteristics. It would:
 

1.	 utilize nm-governmental resources to the greatest extent 
possible; 

2.	 provide rapid am adequate access to loons for all strata of 
small business throughoot the COillltry; 

3.	 be self sustainirg am. stable; 

4.	 respond to econanic realities of small business; and 

5.	 have maximum employment generation effect. 
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The incorporation of these characteristics in me project required tha.t 
pri vate sector resources be mobilized for small business lendin:]. The 
Panamanian banki n:] community wi th a nationwide network of branches enjoyi n:] 
high liquidity arrl experiencin:] a reduced denan::1 for lo:ms was clearly 
positiooed to supply loans if motivation to do so could be create::'l. The 
savirgs am loan ccx:peratives, had previously expressed interest in servin:] as 
lerrlers to small business. 'l1[}e.y, hooever, were without sufficient furns to do 
so. It was cmcluded that a strate:JY would be requirro which would imuce 
private banks to lend, and in \.,rhich the cc:>q)eratives could be funded for tha.t 
pmpose. That strate:JY would have to insure that public pmposes \.,rere serve::'l 
within a framework and urrler coroitions acceptable to the small husiness 
camnunity. 

F.	 Project Strateg~ 

Project strategy focuse::'l on three sets of inta-actions: the first 
on the required canpatibilities of participatin:] financial insti tutims and 
the small business camnuni tYi the second on Government am Pri vate financial 
interme::'liariesi and the third on Government and small business camnunity. 

A canvas of the bankirg canmuni ty revealed that the high risk arrl 
relatively high transaction costs of small business lerrling by private 
financial institutions required that the followin:] ccnditions be met before 
they could effectiVely lend to small business: 

1.	 Interest spreads sufficiently ample to cover costs am to 
produce a nominal profit. This implied interest charges at 
least equal to prevailirg market rates. 

2.	 Risks be minimized by collateral or guarantee. 

3.	 Freedan to utilize their established starrlard proce::'lures in 
loon rnakin:] • 

The small business camnuni ty, polled extensi vely, resporded to PFI 
requirements by statin:] almost universally that market rates of interest were 
acceptable provided that the 1013 delays in loan procurement, whi ch had 
characterized public lendin:], would not characterize the lendin:] of private 
institutions. The willirgness of the small business camnuni ty to accept 
market rates established the first principal of the Project, and provided the 
basis for resolution of other issuess. The banks· insistence on their own 
simple procedures was canpletely in accordance wi th small business· desire for 
rapid reaction to loan awlications. Thus a secorrl principal ...,as derived, 
vi z. tha.t loan approval decisions would be made on the basis of standard 
financial analyses by the banks. This implied simplici ty in procedure arrl the 
acceptance of decisims related to prevailirg ecmanic realities. 

Interaction of the private banks am the small business camnuni. ty 
left two issues unanswered: how the banks could minimize their risk, and how 
the small businessmen could formulate projects which would meet bank financirg 
requirements. 

Resolution of the risk issue came fran the interactim of the banks 
and the GOP. The banks were unable to minimize the risks of financial 
exposure without collateral. The GOP was \.,rillirg to substitute loan 
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guarantees in lieu of client collateral, but subject to corrlitions which would 
maintain the int6Jri ty of a proposed furn fran which the guarantees would be 
provided. To maintain the discipline of bank lendin:J, banks had to accept a 
reasooable d~ree of risk. Should the COP gwrantee 100% of small business 
loans, risks would in reality be assumed by the g0vernment. Such an 
arran:Jement would surely irrluce a casual apprOJ.ch to the lerrling process on 
the part of the banks and their clientele. It was proposed that the GOP 
establish a ftmd which would gwrantee only 70% of the uncollaterized portion 
of a loan. Such guarantees would substantially reduce D.:mk exposure, yet 
enough exposure would be present to insure that the banks \.,rould treat each 
loan with due care. The banking commwuty accepte1 the prcposal in principal 
and five banks irrlicate1 their willingness to lerrl umer such an arran:]ement. 
Thus ooe canponent of the Project emerged -- a Loan Guarantee Fund. 

A second canponent, a loan fund, was also defined. The savin:]s am 
loan cocperatives which also canprised a national network were lendin:] up to 
15% of their fun:1s to small enterpri ses am ''Jere unable to lerrl addi tionally 
because of poor liquidity. The coc:ps were also especially well posi timed to 
lend to the micro enterprise, a potential client group previously neglected. 
The loan fund would make resources available, primarily to the ccx:ps to ftmd 
up to 70% of sUb-l~~ns to small business. It would also he a~~ilablQ to 
participating banks to cover up to 50% of such be-mk sUb-len:::liTB. Thus the GO? 
loan ftmd would leverage at loost an equal amount of bank furrls. Increased 
leverage would be likely as the banks, after experiencin:] initial success with 
lendin:J under this project, Hould use their own lCM'er cost monies in greater 
degree. 

In the third interaction between the GOP am the small business 
camnunity, the OOP, seeking to protect the solvency of the Guarantee and Lam 
Fun::1s, sCU3ht a revenue prcx1ucin:] formula for use of the furds. The small 
business canmunity had already accepted the prqx>sal of paying market rates. 
A formula was devised which called for lendin:] to sub-borrCM'ers at a maximum 
rate of LIBOR plus eight percent (m) ,. thus, l-j rovlding for flexible respcnse 
to the mcney markets, while simultaneously p~r.llutting a spread of up to 8% to 
participating financial institutions - a spread considered fully adequate by 
the bankiIl3 camnunity. This formula, was subsequently adjusted in cmferences 
between the USZ\ID, the canision Bancaria Nacional a~d MIPPE. The new formula 
calls for no ceilin:J on interest rates. These will be adjusted by the 
Canision Bancaria Nacional in response to prevaili~1 ma.rket conditions. The 
comisien will also reserve the right to adjust inter'est rates upward by as 
much as 3% during the life of any loon. The proceeds of such adjustments 
would be allocated to the Guarantee Fum. The Comisi6n would utilize this 
right cnly if, in its ju:1gement, the revenues of the Guarantee Fund were 
inadequate to cover default claims. In practice the rate initially 
contanplated and accepted by those banks vlho have indicate1 their desire to 
participate, is LffiOR plus 5-%. Corrpeti tion among banks may possibly further 
rerluce the rate. AssLllTlin:] that financing of the Loon Fund was provided by an 
AID ccncessiooal loan, it would provide an arrple sprmd for the furd, thus 
permi tting it to grow, even while the AID 10m was beiTl3 rep.1id. Thi!'; concEpt 
was a reversal of earlier COP policies \.,rhich callEd for interest rate 
subsidies to individual borrCM'ers. HCM the subsidy inherent in a concessimal 
loan redourrls to the benefit of the small business camnunity as a whole, 
insuring contim.li'ltion of the leming pr<XJram and a manifold increase in 
irrlividual beneficiaries. 
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'lbe lDan Fund would be protected by the Guarantee Fun:1, but how 
would the Guarantee Fund maintain its solvency? It would charge a fee to the 
financial intermediaries chasing- to use it. That fees would have to produce 
enough revenue to, at least cover, defaults am operatinj costs. At a 
projected defalllt rate of 4.5% of portfolio a fee of a 5% would h3.ve to be 
applied to th~ uncollateralized portion of each sub-lam which requires a 
guarantee. This \'lould bring- the effective cost of borraving- at present market 
rates up to about 20%, for one year loons; am 17.4% for three year loons. 
Small business representatives indicated that prevailil13 interest rates from 
nen-banks sources were greatly in excess of the prcposed rates, am the latter 
were acceptable. 

Second, the Loan Fum h'ould invest its base capi tal to produce 
additional revenues, and provide for accLnnulation of additional capitaL 

Agreenent was rffidily obtained on the need to provide business am 
financial management assistance to the small business borravexs. Such 
assistance was deened necessary to protect the Guarantee Fun:1 fran inordinate 
claims resultin:! from poor projects and poor managenent. It was also 
cmsidered as an apprcpriate am necessary governmental activity to improve 
the business skills of the largest sEgment of the private sector-. The small 
business canrnuni ty regardEd such assistance as essential to the fiscal well 
beil13 of its msnbers. 

However, acceptance was not universal am cmsiderable coocem was 
expressed by business and governmental representatives that the reversal of 
the lcn:J time governmental practice of highly subsidiZed lerrli03 to small 
business should not be perceived as canplete abandonment of small business to 
market vagaries. The levels of interest callEd for in the project were, in 
the c:pinion of the representatives, the absolute maximum which could be 
imposErl without jEDpardi'l.il'l3' the project arrl the credibility of those who 
supported it. The interest rates will probably remain a sensi ti ve issue. 
Fortunately the project has the flexibility to move them up or da.vn as events 
dictate. 

'The unanimi ty of agreement on the need for management assistance to 
small business, was accompanied by le!'l3thy discussion of the nature and 
intensity of such assistance. At one extreme a minority held that existing
small business ha.d acquired skills sufficient for their survival and tha.t mly 
lirni too specialized information am trainin:J would be required. other 
assistance would be of marginal nature. At the other extrEme, it was held 
that extensive technical am management trainil13 was necessary for full 
develcpment of existing as well as new small business ventures. Both 
positions were substantiatoo by stUdies am evaluations of small business 
programs throughoot the world. The dlOice ultimately agreed upon was that the 
assistance to be provir'l.oo would, (a) be lo:m-specific; i. e. dEXll with the 
project for which a small business borr<J.Ved fums; (b) be limited to transfer 
of business skills rather than attanpt to transfer production teclmiques, arrl 
(c) to include a vettil13 system which would select clients for assistance ally 
after there was solid imication that the assistance \vas needed, could be 
absorbEd, was relatively simple and appeared to be cost effective. 

With the resolution of the business dssistance issue all the main 
elements of the Project had been identi::ied and accepte:1. It was nOn' 
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necessary to define roles and procedures Inore precisely and establish 
dimensions of the Project. 

G.	 Project Canponents 

'rhere are four canponents to the Project; the first three, a Loan 
Fund, a Guarantee Fund and a business assistance canponent are intended as 
opf>rational instruments. The fourth, the Consejo Nacional de la PequePia 
Empresa will function as an advisory uni t to the GOP and will moni tor the 
Project. The operationill canpments respcn:1 to the strat63Y considerations 
discussed previously and are des; gned to penni t decerltralize:1 and simplified 
administration within a mutuillly supportive framework. 

The cperating canponents are designErl to provide E'gecial assistance 
to any of the approximately 30,000 Panamanian firms which emplcy less than 30 
workers and have personal and business assets of less than $100,000. The 
structur:~, admi ni strative procErlures am resources provide::1 must ccntribute to 
a system capa.ble of making 1000 lC'-::tns per year. 

1.	 The Loan Fum 

l\ $6.0 million 10m fund will be establishe::1 by the GOP am 
administered by an Executing Agency, the Comision I3ancaria Nacimal. The 
Comisioo Bancaria Nacimal will cmtract with the B.."W to be its fiduciary 
agent,' e.g. to disburse, collect and invest furrls in conformance wi th 
directions of the Comisioo Bancaria Nacional. 

Under terms and condi tims set forth in pa.rticipatory 
agreements designed by the Comisim Bancaria am executErl between t'1e B..W am 
the participa.tin:J finar.:::ial institutions the financial institutions would, 
with their o,'lrl funds, make louns to the eligible small business. The terms 
and comitions of those loons made by the private financial institutions would 
be as follOds: 

a. Maximum amount of loon to an imividual business: $50, 000. 

b. rmimum amount of loon for the expansion of an on-goin:J 
activi ty: normally 90 percent of the total requiroo 
investment. 

c.	 Maximum arrount of loon for the establishment of a nc-w 
enterprise: normally 80 percent of the total required 
investment. 

d.	 t-'laximum pedal for the maturi ty of the loan: 5 years. 
In exc~tional Cctses where depreciation of assets 
purchaserl fran loons seriously affect the viability of 
the project, the period can be exterrlErl with the consent 
of the Executi03 Agmcy up to a maximum of 7 years. 

e.	 M:lximum grace period: 1 year, except in exceptiQ1al 
circumstances at the discretion of the lerrler a 2 year 
period my be granted. 
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f.	 Effective cost of money to the borro.ver: to be 
established by the executing agency am to correspcn:1 to 
market rates. 

Approval or rejection of loan requests by small business will 
be solely at the discretion of the financial institutions. Upon disbursement 
of loans the financial institutions shall be entitled to reimbursement of 50% 
or 70% of the value of the loon. Such reimbursement will be considered a loon 
from the flIDCl at a rate reflectin;J the prevailing LIBOR rate. The 
institutions assume the risk and obligation to repay the Loan Fund. 

Under this arran:Jement it will be assurned that the loan for 
which reimbursement is sought is in full conformity with the provision of the 
Participation Agreement. The Executin;J Agency will receive a ccpy of each 
approved loan application with the reimbursement requests. No loan review 
will be carlucted by the Executin;J AgEncy except for extraction of infonnation 
required for program evaluation: 

The Participation Agreement would, among others, specify 
eligible SSE borra,.,rers, maximum amount of Iron, methxl of reimbursement from 
th~ loan fund, methcd of reimbursement fran Guarantee furd for bud cl':bts, 
maturity and grace period of loons to SSEs, meth:x1 of payment of principal and 
interest to the ExecutiIB Agent, administrative and lEgal stEpS to be taken by 
WIs in cases of default by SSEs, cost of mooey to PFIs from Lo::m fund, 
percentage of loans eligible for gmrantee and the premiurn to be charged, am 
maximum rate of interest chargeable by WIs. 

The role of the Executin;J Agent and its fiduciary agEnt would 
be established in the Lo:':l.n Agreement and/or ina ~ecial agreement between the 
Comisien Bancaria Nacional and the B.."rrJ. The role is described in Section V. 3. 

The size of the Loan Fund was determined by two requirements. 
It's minimum level would be determined by the smallest portfolio capable of 
generating revenues in excess of costs. It would q:>timally be furrled at a 
level sufficient to have a substantial impact on small business develc:pment. 
A pro forma cost/revenue exercise irrlicated that the fund could break-even 
with a fully performin;J portfolio of about $4.0 million with an average loan 
size of $4,000. 

A Loan Fund furrl portfolio of that level would be matched by 
an equal amount of private institution monies. Effective demand for small 
business loans \vould have to be sufficient to support a canposi te portfolio of 
at le:\st $8.0 million in lc:ms with an average life of three years. 

Surveys indicated a demand far in excess of this level. The
 
financial institutions, \-Jhich mve agreed to participate in the Project,
 
estimate their lErldiIl3 rates under the Project as follows:
 

Institution 

BIPAN 
B3nco Exterior 

Mirrimum
 
Per Year
 

$ 500,000 
1,000,000 

-20-

Probable
 
Per Year
 

1,000,000
 
1,500,000
 



Minimum Probable 
Institution Per YEXlr Per YEXlr 

Chase 640,000 
Banc':,;',er 250,000 
BanCo) del Comercio N/A 
FEDPA 000,000 

Assoon:J the relative accuracy o~ these estimates, loons with 
an average term of three YEXlrs would produce a carposite portfolio of abcut 
$12.0 million, sane $6.0 million of which \'lould be included in the Loan Furrl 
portfolio -- a sum sufficient to generate substantial surpluses. 

A twelve million dollar canposite portfolio of 3 YEXlr loans, 
replenished by arumal new loans in the amount of $4.0 million, would with an 
average loan of S4,OOO, produce about one thousan:1 jdJs per YEXlr, am impact 
q>on me thousarrl small firms. 

\'1hen capitalized revenues are recycled into the lerrlifB 
strffiIIl, arrl, as is also anticipatro, participatifB banks provide more than 50% 
of the funds sub-lent, the ft.ril will have a capacity for servirg additional 
clients and a substo.1tially higher ir.rpact on small business develcpment. 

To help mcnitor, supervise arrl irnplenent the Loan Guarantee 
Furrls, Grant Furrls \'lill be utilized to purdlase two (2) micro-canputers for 
the Executing Agmcy. The micro-canputers for the Executin:3 Agmcy will be 
used to deVelop a data rese m each approved lam and guarantee issu2d. 
Reports on loon status, arrears, disbursenents, trffrls in portfolio am other 
related itens will be prepared on a monthly and 0:- quarterly resis by the 
ExecutirJ3 Agmcy. 

2. The Guarantee Fun:1 

The CBN will act as ExecutifB 'Pgmcy for this furd. as well as 
for the loan fund. Each will hONever, be treated as separate cost centers. 
('!he role am respcnsibilities of the Fiduciary Agmt are sh:Jwn in Sectim V). 

The Guarantee Fund will be furrled in part by an AID grant of 
$1.0 million am in part by a OOP crntribution of $500,000. The GOP 
ccntrlbution will be generated by liquidation of the loan portfolio held by 
MICI urrler the small business lerrlirJ3 canpooents of t-he URBE Project arrl of 
the Integrated Prcqram for the Urren Poor (IIPUP/CJ. The MICI lending 
activi ty will be phasErl out over a tv.o-year yieldirg the sum of awroximately 
$250,000 on each of the seccn::1 and third yoors of this project. The AiD grant 
woold be disbursed irrnnediately after the canpletirn of CPs. Two purposes are 
served by oorly disbursement. (1) The fund will be palpably cre:1ible -- A 
ccrrlitirn essmtial to its function. (2) It will permit immErliate investment 
of the furd.s - a ccrrlition essential to its self-sufficiency. 

The furd., if maintainro in a relatively liquid st:::ite, would 
provide "a collateral rese" t.pCl1 which private financial instituticos calid 
predicate leans to collateralless borrCMers. The PFI I s would, at t1'::!ir 
cption, secure a guarantee for up to 70% of the uncollateralize:1 portion of a 
loon made urrler this Project. The optim would be exercisErl by fillir'3 out a 
simple form and forwardirg it alofB wi th a check to cover '1uarantee fees to 
the ExecutiNJ Agmcy. 
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The tenns and comitions which govern the use of the guarantee 
mechanism will be set out in a participation agreanent executed by the CBN am 
the private financial institutions (See LcEn Fum, Pa:Je 19). 

The operational design of this furd was ccn:1i tioned by the 
fact that Panama has no experience with guarantee pr03rams. 

Default rate were projected on the basis of the experience of 
private banks, savings and loon ccx:peratives and the various public lendiIB 
programs for small business. Banks am ccx:ps report default rates of less 
than 1/2 of one percent of outstanding portfolios. Default rates of the small 
business lendi1'B prcgrams of MrCI am of the B..~ are not readily available 
because of the large scale practice of re-nEg'otiation of troubled loons and 
inadequate collection procedures. The USl\ID reviews of the B.~ portfolio 
irrlicate that about 19% of the portfolio is not performi1'B. Non-performinJ 
loons in the MICI portfolio is at least at that level. 

The careful len:1ing practices of the financial intennediaries 
who will lend under this project, have cootributed to their la.v default rate. 
These will be affected in p:lrt by the inherently riskier nature of small 
business lE!rlin:J am in part by lack of recourse to borrowers collaterizErl 
assets. The soundness of projects selected for financirg, and the 
effectiveness of small bLlsiness assistance becane more important elenc..'1ts in 
lerxlers risk analysi s, than would be the case where high collateral provides 
an ultimate cushion for the len:J.ers. 

It is reascnable, given these carlitions that default rates 
urrler this project would be greater than the Wls' historical rates. To 
insure pnrlent sub-10m awrovals am disbursements, am hence cootainment of 
the defaults rate, the WI I s will take 30% of the risk on uncollaterized 
port ion of each loon guaranteed. 

Taking into account experience elsewhere, as well as the 
unique element of this project which terns to bring leming practices in line 
wi th nonnal bank stamards, it was the ccnsensus of the banks, ccx:ps am AID 
consultants that the def.ault rate would run sancwhere between 2% to 4-1//.%. 
Project projections are based, in the interest of pruden~e, on the highel~ 

estimate. 

The earnirl3S fran invested capital am fran the 5% one-time 
darge on amounts guaranteed will be sufficient to meet all claims against thE! 
fund am to accumulate surpluses. At default rates above 4-1/2%, the 
Gmrantee Fund would begin to decapitalize. Should it fall as low as 2%, a 
more likely eventuality, the adJitional revenues could be sufficient to defray 
part or all of Business Assistance Costs. At this sta:Je it is prudent to plan 
on the basis of the more ccnservative estimates, am a default rate of 4-1/2% 
is used as a basis for Guarantee fund self-sufficiency calculation. 

The participating banks will be selecte::1 urrler criteria \-...hich calls 
for a record of financial sourrlness and a history of prudent bankiI19' practices 
as evidence::1 by 10.... default rates am soond footings. Reccgnizi1'B that 
failure of WI's attributable to causes outside the purview of this project 
would adversely impact on its financial posi tion the executinJ agency will 
place a limit on the amount of furns allocated to each participatin:J PFI. The 
limit will be set on the basis of the PFI's financial strength am carlition. 
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The executing agency may, at its discretion, suspend new 103Jls or 
gLBrantees to any participatirg PPI if, in its ju::1gement, the PPI is in 
non-canpliance with participatirg agreements or if its condition is considered 
unsdtisfactory. 

The executing agency honors claims against the gLBrantee furrl 
wi thin 90 days after a PFI res ini tiated le:Jal collection action on a 
defaulted uccount. As in the case of the loan fun::l, pericdic spot checks will 
be made of borrcwer/grantee performance. These will be routinely supplemented 
by reports of the business assistance persamel who will periodically visi t 
borrcwers. The obligation of the guarantee fund is, at this time, limited to 
repayment of 700 of uncollected principal. It will enjoy full subrCX]ation 
rights after payment of claims. 

3.	 The Business Assistance Component 

This canpa1ent will provide business assistance to SSE's, 
helping them in analyziIB their business needs and qJpOrtunities, in preparirg 
of loan applications am supportiIB docLnUents, in record keepin:r, am managi03 
their cperations until the loan is paid. 

The agency charged with this role, HleI, will perform the 
folloong functions: 

a. It will provide technical assistance to the SSE's \'1ith a 
pennanent and contracted staff who have the apprcporiate 
technical capaci ties, arrl are ge:::graphically posi timed 
to provide suCh assistance rapidly, effectively, and at 
lCJ,>l cost, e.g., APEDE, the associatioos of accountants, 
and the university business faculties. 

b. It will utilize a decentralized system for respcn:JiIB to 
requests for tedmical assistance from individual members 
of the SSE canrnunity thr01.J3h financial institutions or 
through government offices. 

c. Its technicians will carry out business assessments of 
SSEs to assist, where appropriate, in the preparatioo of 
loan applications to be presented to the financial 
institutioos. 

d.	 It will provide assistance arrl advice over a one-year 
period to those businesses whiCh receive 103Jls. In 
exceptional cases the assistance may ccntinue far up to 
three years. 

e.	 It will participate in pericdic qualitative am 
quantitative evaluations of the Project. 

f.	 It will identify small business policy issues for 
consideration by the Consejo Nacimal de la pequena 
Ernpresa. 
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The Direccion General de la pequena flnpresa of MICI nQV.I 
charge:1 with lendiIl3 to small business, will relinquish that role an:1 be 
reorganized to carry out the above listed business assistance functims. It 
will operate thro\J3h persamel stationErl in six reyicnal MICI offices an::1 -four 
will be supplemented by FEDPA personnel. Each MICI office will be staffe::l 
with a MICI small business supervisor and t~ business technicians, am as 
needed, by contracted technicians. 

OUtreach agencies including UNPYHE, the Federation of Chambers 
of Corrnnerce, APEDE, the members of FEDPA and participating banks will make the 
Project knCMn to potential clients by means of meetin:js, announcements, radio 
and television. ill-lPY!'£ will offer special project familiarization seminars in 
six regions of Panama. 

Small businessmen, in need of lam assistance, may call at any 
of the regional offices for assistance. Should the businessman believe that 
he has a viable project ready he may apply directly to the regional office or 
to a participating financial institution, which may acc~t or reject his 
application. Should it be rejected, the regional office will refer him to the 
appropriate UNPYME, or FEDPA, APEDE or MICI office for assistance. Upon the 
applicant's presentation of his problem to a regional office, t11e office 
supervisor will assign a technician to the case and arrarge for a visi t to the 
applicant I s establishment. At which time he will con::luct a business 
assessment. The activities carrie::l out in the business assessment and in 
subsequent assistance activi ties are as follows: 

a.	 Business Assessment 

(1)	 Conduct entrance interview with small business owner 
and provide him with an overview of the BA.C project. 

(2)	 Identify type of assistance requested by small 
business a,.mer. 

(3)	 Develop a profile of the business firm. The profile 
will include Canpany Name; Mailing Address; Business 
Phooe; Years Bu"'i.Cless Established; Name of Business 
Contact Person and Title. 

Type, size and characteristics of Business: 

It will identify the principal products and services 
offered am special capabilitip_s of the business 
firm (description) and will verify the gross 
receipts of last business year am the number of 
full and part-time Employees. 

(4)	 Assess the business' present market and its 
capabilities. 

(5)	 Prepare both a Business an:1 Personal Financictl 
Statenent. 

(6)	 Identify main business problem(s). 
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(7)	 Identify what business a,.,ner h:ls done abo..It 
problem(s) • 

(8)	 How the business owner prcposes to solve business 
problem(s). 

(9)	 Recamnerrlatioos for loan application am management 
technical assi stance neErled to quali fy for a loon. 

b.	 Determine Small Business' Capability for Utilizin:;J Loan 
Furrls 

(1)	 From cmsultation with Participatin:r Financial 
Institution (PF1) Loan Officer( s) who work on Bl\C 
leans: 

(a)	 Determine if status of the small business 
qualifies for a loon; 

(b)	 if small business qualifies, acquire loan 
application forms frow WI; 

(c)	 if small business does not qualify, Business 
Technician (B1') prepares a technical assista~e 

plan for the business a,.mer with the assistance 
of APEDE, 00100, etc. to help business qualify 
for a future loon. 

c.	 !Dan Application Preparation 

(1)	 Business Technician prepares lean application papers 
wi th the business a,.,ner according to loon 
application requirements of the PFI 

d.	 Post Lo3.n Approval Activities 

(1)	 Business Technician (HI') with the business owner 
reviews business plan as stated in lean application. 

(2)	 BI' provides management technical assistance to meet 
the lean payment requirements, through the folloon:;J 
actioos. 

(a)	 assess am/or develcps business am persooal 
financial control procErlures. 

(b)	 assess am/or develcps business organizaticn 
and persc.mel. 

(c)	 prePares a checklist for business management 
assistance to ensure loan payments. 

(d)	 stren:Jthens marketin:;J am sales procedures usei 
l:¥ small business a,.,ner. 
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(3)	 Provide additional business tedmical assistance 
durin:J 2nd am 3rd year of the loon, as apprq:>riate. 

In order to provide the services ootlined a1:xJve, the Bl\C will 
require well trained am experi enced perscnnel, arrl ski 11ed management of such 
personnel. Therefore, the Project design calls for: strirgent personnel 
selecticn starrlards, specialized trainin;j for all persons selected, inclLrlin;j 
rontractual personnel, starrlardized and monitored procedures arrl careful 
performance evaluations. 

The starrlardized procedures will be set forth in an 
cperaticns manual Hhich will facilitate the decentralization of all 
operations. The supervisors in the regional offices \ViII have full autonany 
in q:>erating under the procedures of the q:>eratims manual. They will report 
weekly to central managanent, am Hill be subjpst to y.uc.....-t~ly btrlget 
adjustments based on performance and projected needs. Coordination wi th 
participatifl:J financial institutions am outreach groups will be a principal 
function of the re:Jional supervisor. 

Policy am uniform operational adjustments will be made fran 
time to time by central JTlanaganent in response to formal and informal 
evaluations. 

The Central Manager will also be the HICI represe1tative on 
the Consejo Naciooal de la pequena Empresa; aml with his staff, will serve as 
Technical Secretariat to that Council, thus the MC will be both a charmel of 
information to the Council and an instrument of policy. 

While the loan arrl guarantee canponents of the Project will, 
if prcperly manage:l, be fiscally self-sufficient, the business assistance 
conpcnent will be furrled fran re-allocaticns of the HrCl blrlget. A gradually 
decling amcx.mt of AID grant furrls will supplBllent that bLrlget. 

Methods of self-financifl:J fran user charges were explora::1 an::i 
rejecte:l. A fee structure tied to the size of loans made urrler the Project 
adde:l so much to the cost of a loan as to make the final interest charges 
unacceptably high. Despite small business aoceptance of a shift in loan 
charges fran 8% urrler the MICI program to 18% urrler the loon/guarantee elanent 
of this Project, it was cloor that the imposition of significantly higher 
rates woold be impolitic; an::i recuperation of business assistance costs would 
irrleed require significantly higher rates. Further, they would raise serious 
issues of equitability, in as much as the larger finns would in fact subsidize 
smaller finns; and non users of T.A. would balk at any payments. The 
aoceptance of the upnrard shift in rates wluch apply urrler this Project is a 
quantum loop and represents a shift in roth governmental and private sector 
outlook. This in itself, is a notable accanplishment of this Project an::i 
should not be jecpardiza::1 by placing extra demarrls upon the system at this 
time. 

The MICI authori ties pointed out that urrler their overall 
charter and their role as 8ecretariate to the Coosejo Nacimal de la pequena 
Einpresa, the HICI has an obligaticn to assist the small business camnunity, 
am that the fOC)St practical and effective form of assistance would be trainin:J 
am guidance to the camnuni ty to help their transi tim into the market 
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ecooany. Further, they noted that funding for such assistance could becane 
available as they phased out the MICI lerrliIl:] operation thus shiftin:J 
resources from a marginal11 useful to a significantly useful function. Cost 
canpariscns between a r.uCI operational business assistance prCXJram, urrler the 
guidelines noted and possible program of private institutims, sha.'1ed no 
important differences. Even in the eventuality of cost reductic\1s in 
privately cperate:1 assistance programs, there \VaS no guarantee of stability of 
fundin:J, interest or capability. CXlly HICI, operating urrler government 
mamate could fulfill those corrliticns. 

To help mall tor, supervise arrl implement the business 
assistance field activities, Grnnt Furrls will be utilized to purchase 7 
vehicles (1 per field office am 1 for the administration). One vehicle will 
be assigned to each of the six regional officer and cne will be used by the 
administrative office to maritor the operations of the re:Jional offices. The 
fj eld office vehicles will be use:1 by the supervisors arrl business tedmicians 
wlul~ perforrniIl:] their official duties as described in Annex B, section 3. 
Preliminary calculatioos irrlicate that each vehicle will travel 40 krns. per 
work day for a total 8,520 krns. per year. 

Si x Hi cro-canputers wi 11 also b9 purchased to process the 
field d3.t.a, keEp the records an:1 conplete the report formats which will be 
utilized by the mcv Like the vehicles, each of the micro-canputers will be 
assigne:1 to the re:Jimal officer. The micro-canputer assigned to the Panama 
Office will also be share:1 by the Administrative Office. 

With the help of the micro-canputers, the 11ICI will maintain a 
data base of project activities, keep administrative records and prepare 
project reports. Prior to irnplanentation, a canplete set ~f forms will be 
designed for this canponent and the data will be stored in the 
micro-canputers. Annex B. Section 3 cmtains a list of the forms to be used 
in t.lris canpcnent. 

4. Consejo Nacicnal de la Pequena Ernpresa 

The Consejo Naciooal de la Pequefia Empresa was established by 
executive decree to serve as a small business policy and program advisory 
board to the Goverrunent of Panama. Conpri sed of government am pri vate 
organizations most coocerned with small business develq>ment, it has met 
regularly arrl cmcientiously since its inception. It is involved in the AID 
sponsored Policy Analysis and Research System (PARS) Small Business Policy 
Study, am has reviewed, discussed am approved this Project; arrl recamnen1e1 
that the llinister of MICI formalize his approval. 

The Council will mmi tor this Project arrl the prcposed UNlDO 
technical assistance project, also housed in MICI, and is expecte:1 to be 
active in an increasirg ranJe of activities pertaini~ to small business 
develcpment. 

H. Project Activi ties/Outputs 

1. The Loan Fum (IF) 

The Loan Fum will be administerErl by the Comisioo Bancaria 
Nacional, actiIl:] as the ExecutiIl:] Agenc;.f for the OOP. By the end of the fifth 
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yoo.r the loan system linking the fu.rx1, the participatin::r financial 
instituti01s, am the small business clientele will be fully functionin::r. 

OUtputs: 

A national pri vate small business lerrlin:1 network includin:1 
banks and savings and lam coops,· emmission of more than $19 million in small 
business loans, a consolidated lam portfolio of $12.0 million and an annual 
lending rate of 1000 lams per year, and an oo.rned surplus of $386,000. 

FUndin:;: 

AID S6.0 million develcpment loan, ro.3 million grant, 
financial institutials $6.0 million loan. The AID grant canpooent will cover 
administration costs of the Loan Fund durin:1 start-up phase of operaticns, a 
period estimated at approximately 2 years. 

2. The Guarantee Furrl (GF) 

The fund will be fully functionin;I and will have adjusted its 
guarantee fee to reflect historical default rates. 

OUtputs: 

The furrl will have guaranteed more than S13 million in loans, 
and its capitalization will incrmse from $1.6 million to $2.2 million duril13 
the life of the Project. This canpcnent will be self-sufficient. 

Fundin;I: 

AID S1.0 million Grant, disbursed the first thO years of the 
Project and a minimum of $500,000 from proceeds of the liquidated loans of the 
URIE am IHUp/e projects. 

3. The Business Assistance Corrpcnent (me) 

The Business Assistance eanpcnent will be administered by the 
Ministerio de Comercio e Industrias am will frequently be the bridge between 
the PFIs and the SSEs. The me will improve the small businesses' ability to 
manage their cperatians, make lam applications, repay the lams am crmte 
jd>s. 

Outputs: 

A business assistance mechanism capable of providiI"B 2,000 
business assessments per year; plus loan-specific business as,:>~.stance to 1000 
small businesses. 

Funding: 

.\ID Sl. 7 million Grant am $1.5 millicn fran the GOP. 
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TABLE 3
 

SUMMARY OF PROJOCT ourPUTS BY Q)Mro."'mN'I'S AND YEAR
 

Cumulative 
outputs 1 2 3 4 5 Totals 

1. Credi t Fum 

Number of Loans in Portfolio 
Outstan::1ing Portfolio(SMillions) 
Direct Jots Created 
SUrplus Earned 

200 
0,8 
200 

500 
2,8 
566 

800 
6,0 

1,056 
6 

900 
9,6 

1,510 
130 

1,000 
12,3 

1,709 
250 

3,400 
12,3 

5,041 
386 

2. Guarantee Fum 

Amount of Portfolio 
Guaranteed (roOOs) 
SurplUS Earned ($OOOs) 

560 
78 

1,960 
149 

4,200 
131 

6,728 
94 

8,590 
48 

8,590 
SOO 

3. Business Assistance Corr.ocnent 

Business Assessments 
Business Assistance 
Foll~up Assistance 

400 
200 

1,000 
500 
200 

1,600 
000 
700 

1,800 
900 

i,300 

2,000 
1,000 
1, 700 

6,800 
3,400 
3,900 

Re:Jional Seni.na.rs 

Familiari zaticn Seminars 
Participants 
Trainirg Seminars 
Participants 

6 
250 

6 
200 

6 
250 

6 
200 

6 
200 

6 
200 

6 
200 

12 
SOO 
30 

1,000 

I. Project Inputs 

The Project irputs by canpcnent are surmnarized in Table 4. The 
inputs allocated to the Credi t Fund are furrls which will be ccntributed by an 
AID $6.0 million lam am $6.0 million in co..mterpart lam by PFI's. A 
$300,000 grant has been allocated to cover the cperaticnal deficit of the Lean 
Furrl durirg the first 2 years of the project. The Guarantee Fund will be 
capitalized through a $1.5 grant from AID. 

The bulk of the inputs in the Business Assistance Corrponent \onll be 
allocated in the technical services areas; Le., business tedmicians who 
provide assistance to SSEs. Corrplenentary irputs of this section include 
trainirg of the personnel who will provide the service, plus equipment, 
material an::1 operaticnal outlays. 
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TABLE 4 

stJr-1MARY OF P.ROJE'Cl' INPt1l'S BY <n1PCNENI' AND OOST 
($000s) 

USAID Counterparts 
Component Quantities Total Grant loan GOP FSIs 

1. Loan E\md 12,300 300 6,000 6,000 

Credit 
Operating Deficit 1/ 

12,000 
300 300 

6,000 6,000 

2. Guarantee Fund 1,500 1,000 500 

3. Business Assistance 3,300 1,700 1,600 

a. Training 121 persons 80 66 14 

b. Technical Assistance 
Technical Services 
Local Contracts 
T.A. to HICI 
Project Liaison 
Evaluation 

59 person/yr. 
2 person/yr. 
25 person/yr. 
5 person!yr. 
2 

1,920 
1,336 

34 
200 
250 
100 

1,240 
656 

34 
200 
250 
100 

680 
bSO 

c. Equipment & Vehicle 
Vehicle 
l1icro-cornputer 

7 
6 

100 
70 
30 

100 
70 
30 

d. Travel/Per Diem 
Business Tech. 74 74 

e. Operating Expense 
Officer 
Fuel 
Personnel (Adm. ) 

HICI/UNPYl-1E 
19,875 gallons 
64 person/yr. 

1,126 
212 

50 
864 

294 
12 

282 

832 
200 

50 
582 

P~ 'IOrAL 17,100 3,000 6,000 2,100 6,000 

1/ Inc] wes tre purchase of 2 micro--carputer for tre executing agency. 
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J. Relation to AID PrCXJram Objectives 

The Project cmstitutes another pragmatic linkage bF....tween the GOP 
and the private sector. The small business camnuni ty, an wrler-develcped 
elenent of the pri vate sector, will be strengthened am made more prcrluctive 
by utilizatio~ of resources of the GOP and the financial camnunity resources. 

Public purposes - em,.olayment generation arrl incane atgmentation 
are served. Private sector purposes - increase in institutional and perscnal 
profits am/or salaries are served. These purposes are fully coosistent \..,ith 
AID policies and program objectives. t1oreover, the Consejo Nacional de la 
Pequena Empresa provides an instrument for the identification of policy issues 
and for their resolution. 

1. Relationship to mss 

This project is an intrinsic cCI11p01ent of our country strat63Y 
for three reasoos. First, unemployment is an important ecooanic and political 
problem which is going to get worse durin:J the next three to fcur years even 
un:1er the most cptimistic assumptioos. \'le believe that the mcst effective 
mertns for reducirg unemployment is by encouragi03 job cr0-"1ticn in the pri vate 
s~or, particularly in labor intensive activities; past att~ts at job 
creation th1:OI.lg'h public works prcgrams have been costly am have not been 
self-sustainirg. Small businesses are generally lal:x:>r intensive. We forecast 
that the average investment per job in the small business sector would be US 
$4,000, canpared to an incremental capital lal:x:>r ratio in the eccnany as a 
whole of US $65, 000. Thus, small business develcpment is coot effective for 
increasing productive employment. 

Seccnd, given the present levels of public debt, the GOP will 
h3.ve to maintain strict fiscal austerity durifB at least the next five years 
em as a coosequence, ecmanic grOv'Yth must deperrl on pri vate sector activity. 
This project supports directly the private sector, and it uses priwLte 
camnercial banks to retail the fun::1s am as a cmsequence, public .:.ector 
involvement will be minimized. Mditimally, AID's furrls will be levera:Jed 
significantly as the private participatin:J banks \..,ill also provide fwrls for 
the project. 

Third, the project is bein:] use::] as a mechanism to encourage 
llICI to move out of small business lenclin:J, an acti vi ty for whi ch a government 
ministry is ill-suited, an:1 to cmcentrate its support of small business on 
the provision of tedmical assistance. The dismantlin:J of the MICJ lendin:J 
operation is a pooitive accanplishment an:1 may be viewed as a project output. 

2. Canplementary Mission Projects 

This project is one in a pattern of Missim projects (active 
and planned) which tcgether address all major constraints to the fulfillment 
of pri vate sector potential. It has a direct relatimship with the PARS, 
which will fund policy stLrlies on behalf of the Coosejo Naciooal de la Pequffia 
Empresa. It relates to the imustrial park canpcnent of the UP.BE Project, 
which will provide sites for small business in David and Chitre. It will 
provide a basis for expandifB the JI.PEDE prcgram by increased utilization of 
that organization as a supplier of business assistance. It wi11 provide 
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support to the Skill Training for Wanen project, which is beirg carried out 
with the Overseas Educatioo Fum. 

3. Relationship to AID Policy Papers 

The project is fully coosistent with tw:::> recent AID policy 
papers: Bureau of Private Enterprise Policy Paper; May 1982 and AID Policy 
Paper, Institutional Develq?ment, March 1983. The first states that, "'!'he 
gool of the Fgency I s new private sector ini tiative is to foster the gra.vth of 
productive, self-sustainirg, incane am job prcxlucirg pri vate sectors... ". 
The objectives derived from this gool, and to which this project resporrls 
inclooe to "Stimulate am help create conditions crnduci ve to the flow of US 
and host country private capital into prcx:1uctive investment in priority 
sectors in develc:pirg countries". It particularly sLggests as lines of 
action, "Help to establish, finance and improve privately-ownEd develc:pment 
finance canpanies am other financial insti tutioos whiCh will provide the 
capital and management expertise for its develcpment of the private sector in 
develcping countries" am, "Help establish traini03 institutioo am prcgrams 
both ~erial and tedmical, to support private sector develcpment ..• " 

The secood polic.y paper states that, "It is AID policy to help 
countries establish am streI"Bthen public and pri vate insti tuticns in support 
of mutually agreed, priority develc:pment objectives. II 

This Project prqx>ses innovative and cost re:lucirg 
institutional design for specific purposes am ccntributes to the more 
effective use of insti tuticns presently cperatirg. 

other Donors 

Two proposed prcgrams will have direct or imirect bearing on 
this project. A UNIDO project for tedmical, i. e. prcxluction assistance to 
small business, am a lean guarantee prcgram spcnsored by the Catholic Church. 

The prcposed UNIDO project no.v urrler preparation calls for the 
establishment of a division within the Directorate of. Small Business of MICI, 
whi ch will be de:1icated to improvenent of equipment maintenance, to 
irrprovenent of business tedmolcgy am of the prcxluction processes of small 
business. 

The UNlOO budget for the project is tentatively estimated at 
more than $500,000 and less than $1,000,000. The UNlDO team has been in 
ccntact with the Missioo am expressed their intention to have their project 
canplenent and support the AID project. The Missioo will encourage and assist 
then to this em. 

The Catholic Church spcnsored guarantee project will be 
administered by a new non-profi t organization called FONDES, an acrCX1ym for 
Furrlacicn de Desarrollo Eccnemico y Social. FUNDES will lean to projects 
whidl meet corrliticns, as Yf't lU1specified. The major target groups of the 
project appear to be small agriculturists am agro relate:l activities. 

In meetings held wi th the FUNDES representative; it was 
evident that fiscal, technical, arrl administrative guidelines were not yet 
established. Ho.vever the use of the Insti tuto p-:lra la Formacion y 
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Aprovechamiento de Recursos Humanos (IFARHU) , Caritas and other church-based 
organizations would be expected to provide outreach am business assistance 
services. The capacity of these agencies to attain professional standards of 
assistance in the short run is doubtful. 

Nevertheless, the FUNDES should prove a useful canplernent to 
the AID/Cornisien Bancaria Nacirnal project in the loog nll1, and areas of 
ccx::perative support can probably be defined. 

IV. ProJEX:T A..'W3SIS 

A. Demand A.l'Euysi s 

The order of magnitude of denarrl for small business loons initially 
determined by AID consultants was projected at levels far aOOve the lendirg 
anticipated. by this project. The irrunediate effective demand for loons under 
this project was projectErl by the participating private financial 
institutions, after review of the project ccncepts, provisions and 
administrative and fiscal mechanisms. These irrunediate effective demand 
projecticns were at levels which indicated the probIDility of rapid draw down 
of the AID loan fun:13 and attainment of self-sufEicienC'J for roth the loon ili'"lU 
gwrantee fLmds wi thin a three year period. 

The order of magnittrle was determined by a review of loan approval 
rates of loan applications of med.ium, small and micro business made in 1982 tv 
the canmercial banks, the credit cocperation, the financieras, the BNP small 
business prOJram and the HICI small business prOJram. Tabulatioos of 
approximately 56,000 credit applicaticns, ccnsolidated. by the Comision 
Bancaria Nacicnal were examined by the crnsultants. The tabulation 
un:100bted.ly contains many duplicaticns, and clearly included. applicaticns for 
extension of existing loons. Therefore, the total of 56,000 is substantially 
exaggerated.. Nevertheless, the pattern that Emerges is clear and 
informative. Approval rates were as follows: Commercial banks, 32%; CrErlit 
Cocperatives, 15%; Finance Corporatioos, 33%; BNP, 24%,· and MICI, 9%. 

t-tajor reasons for rejections; am the project IS remed.ial respoose 
to rejection causes are s11O.'1I1 in the folloong tabulation. 

Reasrns for narapproval % Project will assist 

(1) Lack of liquidity (Furrls) 
Lerrlirg Insti tutions 1/ 

at yes 

(2) Client weaknesses: 
(a) Lack of guarantee 50 yes 
(b) Lack crErli t history 15 no 
(c) Lack ConVEnt. experience 10 yes, partly 
(d) Lack of requi red. .1o:::ument s yes 
(e) Bad credit rec'~>..1 10 no 

(3) Size of loan request too small 15 yes 

1/ Lack of liquidi ty represents at least 50% of the cause for ncn-approval 
among coops. Canmercial banks and a.w h3.ve sufficient liquidity. 
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The consultants concltrled that the project could increase approvals 
of rejected applications by at least 5% to 10%. The face value of loan 
applications rejected, after severe adjustment for duplication was estimated 
at $110 million. Acceptance of 5% to 10% of applicatims new being rejected 
would result in additional loan emissions of $5.5 million to $11 million per 
yrer. 

The data base for these estimatioos is flawerl by the probable 
inclusion of applicatioos of larger firms in the totals of rejected loans. 
However, an examination of rejections by crerlit ccx::peratives, finance 
corporati01s, the BNP and MICI reveals that applicatims for $20 millirJn in 
small business loans were rejected by those institutions in 1982. 

Over $4.0 million of the rejectioos by the c<XJPs were because of 
lack of liquidity. Rejections of applications of $5.0 million in small 
business loans by the BNP and MICI were attributable to lack of collateral, 
am sane $8.0 million in small business loan applications were rejected for 
unkno.om rresms. 

These small business-specific rejection data are cmsistent with 
the jrrlgemental fimings of the consultants. 

Irrunerliate effective deman::1 estimates were provided by the banks am 
coops which are expected to participate in the prcx.:Jram. Their annual 
estimates, shown in Section III F. L total 54.2 million. This is more than 
sufficient to meet project targets. 

In order to anticipate the growth POtential of this project am to 
select Sf'ecial target groups within the small business sub-sector a formal 
denarrl study is beill3 cooducted by Peat, Marwick am MitchelL We expect that 
this demand study will refine the order of magnittrle estimates made by earlier 
ccnsultants. Given the flexibility of the project am the potential for 
greater use of PFI resources, the demand study will be perio:Ucally update:1. 

B. Financial Analysis 

The Project Cculs for total disbursement of $17.1 million by the 
end of year 5 of the proJ~t. The distribution of this amount arnon::J the 
participatill3 parties is: USi\ID $9.0 million am Panama $8.1 million. The 
U&\ID portion cmsists of $6 million in loan furrls and $3.0 million in grant 
funds. The whole of the lam funds will be utilized for the 50 percent 
reimbursement of lams made by PFls to SSEs. Of the $3.0 million grant furrls, 
$LO million provides the capital base of the Guarantee Furrl, $L 7 millicn is 
for the Business Assistance Canp<nent of the Project arrl the remaining $0.3 
million is to cover the operational deficit of the Loan Furrl in the first t\',O 
years as well as, project evaluations, and furrling the project officer. The 
Panamanian portion coosists of $6.0 million in loan fun::1s fran the PFls 
participating in the Project and a $2.1 million GOP contribution to the 
Business Assistance canp<nent of the Project. 

The distribution of the total outlay of furrls amoI'lJ the three 
cOTpooents of the project, 1. e., Loan Fum, Guarantee Furrl am Business 
Assistance Ccxnpa1ent is $12.3 million, $L5 million and $3.3 million 
respectively. The follool'l3 tables give (1) the distriootion of the Project 
furrls by participants and purpose and (2) by year. 
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TABLE 5 

PROJECI'ED FlNANC:IAL PIAN 
($OOO) 

USAID COUNTERPARTS 

Canpcnent Grant I.o:m GOP FSIs TOTAL 

A. Loa.n Fund 

B. Guarantee Fund 

C. Business Assistance 

D. Evaluation 

E. Technical Assistance 

F. Project Liaison 

300 

1,000 

1,150 

100 

200 

250 

6,000 

-
-
-
-
-

-
500 

1,600 

-
-
-

6,000 

-
-
-

-
-

12,300 

1,500 

2,750 

100 

200 

250 

'IDl'AL 3,000 6,000 2,100 6,000 17,100 

Note·	 Because of rourrling, figures may be slightly different fran these in the 
annex, am sums may not add. 

TABLE 6 

P~IOO OF EXPENDI'IURES BY YEAR
 
($OOO)
 

YEAR No.1
 

,- USAID ICOUNTERPARTS
 

Conpcnent 

A. Loa.n Fund 1/ 

B. Guarantee Furrl 2/ 

c. Busir.ess Assist. 3/ 

D. Evaluation 3/ 

E. Technical Assist. l! 
F. Project Liaiscn 3/ 

'1'OI'AL 

1/ See Annex B.l 
2/ See Annex B.l
11 See Annex B. 3 

Grant Lo:m GOP PFI TOI'AL 

155 

750 

445 

-

400 

-
-
-

-
-
74 

-

400 

-
-
-

955 

750 

519 

-
100 

50 

-
-

-
-

-
-

100 

50 

1,500 400 74 400 2,374 

-35



TABLE 7
 

PROJEX:l'IOO OF EXPENDITURES BY YEAR
($OOoT----· . - - ..... 
YEAR No.2 

I USA I D ICOUNTERPARTS 

Canpalent 

A. Lam Fund 1/ 

B. Guarantee Fund 2/ 

C. Business Assist. 3/ 

D. Evaluation 3/ 

E. Technical Assist. 3/ 

F. Project Liais01. 3/ 

'IOI'AL 

Grant I.a:l.n GOP 

-
250 

102 

-
-

352 

PPI TOl'AL 

]45 

250 

422 

-
100 

50 

1,000 

-
-
.. 
-

1,000 

-
-
-
-

2,145 

500 

524 

-
100 

50 

967 1,000 1,000 3,319 

1/ See Annex B.l 
2/ See Annex B.l 
3/ See Annex B. 3 

TABLE 8 

PR~IOO OF EXPENDI'IURES BY YEAR 
($000) 

YEAR No.3 

I USAID ICOUNTERPARTS 

GruntCattpment lam GOP FSIs 'IOI'AL 

1,600 3,200A. Loan F'tmc 1/ 1,600- -
250B. Guarantee FuM 2/ 250-- -
576268 308C. Business Assist. 3/ - -

50D. Evaluati01. 3/ 50 - --
..E. Technical Assist. 3/ -- - -
50F. Project Liais01. 3/ 50 - - -

4,1261,600368 558 1,600'I01'AL 

y.
'Y 

See Annex B.1 
See Annex B.1 

3/ See Annex B.3 
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TABLE 9 

PROJEX:I'ION OF EX:PENDI'IURES BY YEAR
 
($OOO)
 

YEAR No.4
 

I USAID ICOUNTERPARTS 

Canpooent 

A. J:.A)an Fund 1/ 

B. Guarantee Fund 2/ 

C. Business Assist. 3/ 

D. Evaluation 3/ 

E. Technical Assist. '}J 
F. Project Liaism 3/ 

'ID1'AL 

Grant J:.A)an 

1,800 

-
-

-
-
-

1,800 

GCP PFI TO'I1\L 

-

-
15 

-
-
50 

-
-

536 

-
-
-

1,800 

-
-
-
-
-

3,600 

-
551 

-
-
50 

65 536 1,800 4,201 

1/ See A....mex B.l 
2/ See Annex B.l 
3/ See Annex B. 3 

TABLE 10 

PROJECrION OF EXPENDrIURES BY YEAR 
($OOO) 

YEAR No.5 

USAID COUNTERPARTSI I 
J:.A)anGrant GOP PFI TO'I1\LCanpalent 

1,200 1,200 2,400A. IDan Fund 1/ - -
B. Guarantee Fund 2/ - -- - -

580 580C. Business Assist. 3/ - -
5050D. Evaluation 3/ - - -

E. Technical Assist. 'if - - - - -
5050F. Project Liaism 3/ - - -

3,080100 1,200 580 1,200'ro1'AL 

1/ 
2/ 
3/ 

See Annex B.l 
See Annex B.l 
See Annex B. 3 
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For the purpose of this Project, the financial analysis will deal 
with the LF am the GF. The third canpment, mc, is not incane prooucirg am 
therefore is not subject to such an analysi s. 

1. The Loan Fund 

It is assumed that 200 loans of an average value of $4,000 
will be made in the first y€.:ar. Thereafter, the number of loons made annually 
will grow reachirg 1,000 per year by the em of the fifth year. Approximately 
50% of the fun::1s will be provided by the Loan Furrl, the ranairrler by PFI I s. 
By year 5 the entir.:;; 1\10 loon of S6.0 million will have been drawn da.-m 
yielding a composite portfolio of $12.3 million. 

The Loan Fum will earn a spread of 8% on the AID loan durirg 
the first ten years and 7% on the secorrl ten. Durin:J the first two years of 
the Project an operatirg loss of about $250,000 is project.:t:rl. This will be 
covered by AID grant funis. Fran then on all profits will be reinvested 
prooucirg an annual. rate of return of 10% which will take the total lean 
portfolio to its peak size with $15.7 million outstandirg by year 10, the year 
before the em of the grace pericd on the AID loon. 

In subsequent years, wi th the repayment of the lo::m, the total 
portfolio will decline gradually to 511.6 million in year 20. At which time 
the loan will have been fully rep:lid and the LF will have a capital of $6.2 
million (Refer to Annex C.l Financial Analysis). 

2. The Guarantee Fund 

In the design of the project very cmservative assumptions 
have been used in the financial projection of the GF Hcwever, as has been 
explained in the Annex, because of lack of experience in this type of 
cperation in Panama, these cooservative assumptioos may also prove to be 
optimistic. If this were to be the case, more strirgent carlitions would have 
to be applierl. eooversely, experience may prove that the assumptims used 
here are too cmservative. It is recanmerrlerl that any charge in the directicn 
of easier or harsher tenus and carlitims would be the subject of a thorough 
review after the GF has been cperational for a reasooable pericd of time. 

'!he rnOOel assumes tlpt the GF is capitalized with a $1.5 
million USA.ID initial fun::1; 700 of tne outstan::1irg uncollateralized portim of 
loons are autanatically guaranteed; average life of a loon is 3 years! tad 
debts equal 4.5% of the total amount of guarantees outstarrlirg per year, 
guarantee premiums are a me time 5% flat fee en all guarantees issued 
-collecterl in advance-; am finally, return on capital arrl accumulated 
profits is 10%. Umer these carliticns the Guarantee Furrl will be financially 
viable. By year 10, it will have capital reserves of $2.1 million am by year 
20, $2.2 million (Re(er to Table C.l Financial Analysis). 

C. Institutiooal Analysis 

Panama does not have a central bank. The Ballxla, the official unit 
of currency, is equal to the United States dollar and the u.s. dollar paper 
note is the medium of exdlarge. To the extent that central bankirg functicns 
are exercised, these are dela;Jated to the Comision Bancaria Nacicnal am the 
Banco Naciooal de Panama (ENP). 

-38



1.	 Comision Bancaria Nacional (CBN) 

The Comisioo Bancaria Nacional was created by Cabinet Decree 
No. 230 of July 2, 1970, as an agency of the Hinisterio de Planificacion y 
POlitica ECCi1emica. It was created for the purpose of ccntrollirt3 am 
moni torirt3 the banking system, and to determine wi thin the administrati ve 
sphere, the interpretation am sccpe of legal !'83ulations concerning bank 
matters. The objective is to ensure soundness and efficiency in the system and 
promote the prcper ambience to further develcp the international banJdrt3 
system. 

The Comisioo Bano:lria Nacional is CCll\.!')()SEd of seven members as 
follONS: 

The Minister of Planificacioo y POlitica Ecooemica. (Chairman) 
The Minister of Hacierrla y Tesoro. 
The General Manager of the Banco Naciooal de Panama. 
Three representatives from private banks (naninated by the 
Comisioo Bancaria Nacicnal. 
One representative appointed by the Executive Branch. 

Controls are exercised through a technical secretariat by 
means of mcnthly and pericrlic reports required from the banks, audits and 
annua.l i meperrlent audits by regi stered accountants. The canrni ssion moni tors 
the legal reserves, the banks liquidity, contirgency credit and interest rates 
on local savin:j deposits. 

2.	 Banco Nacimal de Panama (BNP) 

B.W is an autonanous agency wholly owned by the GOP. It was 
founded in 1904, cperates as a carunercial bank, is the principle depositary of 
the government, performs the clearirg operations of the bankirg system, am 
acts as supplier of paper mooey to the banks cperatirg in Panama. 

EN£' is the oldest am largest danestic bank in Panama. Its 
total footin:j of $1.3 billion in December, 1983 was the 5th largest amorg ill 
general 1-icence am international banks in Panama. While the 4 larger banks 
are wholly or prEdaninantly ergaged in business outside Panama, BNP, s 
operations are almost totally internal. The BNP's danestic loans of sa77 
million at the end of December 1983 were equal to 25 percent of the total 
danestic loons outstarrlirg 0>3.5 billion) am by a very wide margin larger 
than Chase Manhattan and Citibank rankirg 2nd and 3rd ($372 million and $225 
million) re~:pectively. Also in danestic deposits, BNP with $660 mi1lioo leads 
the bankin:j canmunity. Half of all danestic demand deposits are held by BNP 
(5340 million) am 8l."JP 1 s share in total danestic deposit is equal to 20 
percent of all danestic deposits ($3.4 billion). BNP has capital and reserves 
of $75 million. 

The DNP will act as the FidUciary Agent for the Executing Agency,
 
managing the daily cperatioos of the I..o:m and Guarantee F'urrls, as shONn in
 
Sectioo V.A.3.
 

3.	 Federacim de Cocperativas de Morro y Crooi to de Panama 
(FEDPA) 

-39



FEDPA is the naticoal fErleration of 107 crErlit urUcns. It is 
governed by a Board of 9 manbers, one elected by the credit unicns of each 
province. Th!3 Baird appoints the General Manager of FEDPA. FEDPA was 
established 2] years ago (1961). 

FEDPA maximum loon limit to crErlitworthy members is 3 times 
its net worth (capital and reserves). These furrls are also used by cre:::lit 
unions for agricultural loons, fixed assets in small business am workirg 
capital. FEDPA loons for agriculture and small business have rnaturi ties of 54 
mooths am for workirg capital 42 mooths. The rate of interest charged is 
10.5 percent. FEDPA's reserves equal 3% of the total balance of its loons. 
The law provides that of FELPA's profits 35% should be allocated to reserves 
and 65% can be distributed. The largest loan made by FEDPA was $1. Sv1, and the 
smallest $750,000. 

FEIl?A's resoorces ccnsist of 5% of the shares of the member 
credit unicns, 5% in shares of the arnOLmt credit unims borrow from FEDPA, and 
lcng term ccncessionary lams from AID, CDI.AC am the Banco de Desar::-ollo 
Agrcpecuario (BOA). FEDPA loons fran these Organizati01S were $1.9 million., 
$3 millioo. am $2.1 million. respectiVely. FEDPA has also borrowed a feN 
hundred thousand dollars on a short term basis from corranercial banks. In 
December 1983 the outstarrlin:J balance of loons payable was $4.3 million. 

FEDPA had 19 applicaticns for loans in 1983 frc,ffi 15 menber 
Coq:>eratives for the teal arncunt of $3.56 million. With the exception of one 
application that was pendirg at the end of the year, approvals added up to 
$3.51 million. FEIl?A'S disbursanents on loans in 1983 was $6.2 million. 

In Decer~...l:· 1983 the total assets of FEDPA was $9.4Sv1. of 
which $7.4EM. was loons to credit unioos. FEDPA's capital arrl urrlistributed 
profits in Decenber 1983 were $3.7 million. 

There are 124 credit unions la:Jal1y incolporated in Panama, 
107 of which are affiliated wi th FEDPA. Of these, 24 with a membership of 
11,000 are open unions, arrl 83 with a membership of 31,000 are closed unicns. 

Of all the unicns, 66 are in Panama City with another 15 in 
the pr.')vince of Chiriqui. Open unions are gE!Ojraphic in nature am accept for 
menbers~'dp people in diverse activities. They are primarily located in rural 
areas. Me:."!1.bership in a closed union is usually restricted to enplajees of a 
particular organization. They are primarily lccated in urban arffi.s. 

4. Ministerio de Comercio e Industrias (MICI) 

The MICI was created on June 3, 1969 by Cabinet Decree No. 145 
as the institution in charge of deve1cpin:J and supportirg activities to create 
and expand the Industrial arrl Corrnnercial Sectors. The principle functioos of 
MICI in these area.s is to: plan, organize, coordinate, direct and cootroi all 
activities related with the formulation arrl executioo of goverrunent policies 
in these areas. 

MICI is carposed of 4 Natiooal Directorates, i.e., Corrnnerce, 
Finance, Natural Resoorces and Business Develcpment. The Small Business 
Directorate is part of the Nati01al Directorate for Business Develcpment am 
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has as its main objectives the develq>ment of SSEs wi th emphasis on labor 
i ntensive investment. 

The tI.ICI Direccien General de la Pequefia Empresa (roPE) was 
created on May 10, 1 ;)79 by Executive Decree Number 43 for the pm:pose of 
providin:J financial ani technical assistance to SSEs. The SBD consists of a 
General Director c.md Deputy Director with four (4) main departments and 9 
regional offi cc:s; with a staff of 79 persons of which 32 are professionals. 
Its present q>erating btrlget (excludiIB in-kind contribution from the GOP) is 
approximately $250,000. 

The Hission has reviewed various organizational alternatives 
and selected the Ministerio de Comercio e Industrias (HICI) to coordinate the 
Business Assistance Compa1ent (EAC) for the followin:J reasons: 

The enablilB legislation of May 10, 1979 reflected in MICI I s 
charter assigns primary responsibility to this agency for the 
provision of loans and tedmical assistance to SSEs. 

The Project will insure a major policy reform within the GOP. 
MICI Hill ph:lse-out its lr):m program and concentrate its 
effort in business and technicll assistance; thus encouraging 
the private financial insti tuticns to provide capital and lean 
expertise for the develcpment of small business. 

The MICI presides over the Consejo Naciooal de la pequena 
Einpresa ani acts as the Technical Secretariat. This Project 
will provide the necessary information needed so that the 
Council may recanrnend Project ani policy modification to 
create a climate conducive to the grCMth and develcpment of 
small business. 

The PAC is not financially self-sufficient ani its cperating 
expenses will be absorbed by the GOP. 

It is the GOP' s reSPonsibility to provide trainiIB ani 
education for its citizens and this is the major thrust of the 
Bl\C. 

MICI has physical office infrastructure thr0U3hout the 
country. The PAC in illCI will be the link between the SSEs, 
PFIs ani Consejo Nacional de la Pequefia Empresa. The Central 
Office will be locate'l in Panama City with six field offices 
throughout the country. 

The MICI through the PAC will be a bridge between the 
ParticipatiIB Financial Institutions (PFI) ani the SSEs ani in many senses an 
advocate for small businesses; since it will provide information to the 
Consejo Nacional de la Pequefia Empresa on policies ani re::julations that affect 
thi s sub-sector. 

The organization, staffi1'B ani resource allocaticn of the BZ\C 
is designed to provide general business assistance to 6,800 SSEs in the first 
five years of operation. T'ne prcposed organizational structure reflects 
functiooal allocation to the follQoling three specially designed tmi ts: 
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Field Offices 

Major Functioo: Provide ccnsultation ani business assistance 
directly to SSEs. 

Major Duties: 

-Perform business assessments am assess feasibility of business.
 
-Assist in preparation and implementation of business plans.
 
-Assist in preparation of lean applications.
 
-Establish elementary accounting systems in the SSEs.
 
-Provide general coosultation on administrative, accounting am
 
financial matters.
 
-Collect general statistical infonnation for overall Project
 
rnoni toring and evaluation.
 

Training Office 

Major Functicn:	 Provide the required training to support the 
implementation of the Bl\C. 

Major Duties: 

-Identify training requirements am needs.
 
-:.a:dentify instituticns that can provide Trainin;j and Technical
 
Assistance.
 
-Arran:Je for pericxlic training prcgrarns by other instituticns.
 
-Report on, evaluate and adjust the training programs.
 
-Select technicians to develcp the ccntent ani materials for the
 
coorses.
 
-Maintain records of perscnnel that have been trained.
 

Adrninistrative,/eootract Office 

Major Functicn:	 Provide full administrative ani procurement support 
to the MC. 

Major D..1ties: 

-Preparation of the Annual Budget.
 
-Maintain accOlmts of the mc funis.
 
-Prepare checks, disburse advances ani pay experrli tures in
 
accordance with the btrlget.
 
-Prepare the payroll ani distribute the checks.
 
-Maintain persormel records.
 
-Process requests for advance funis, or request for reimbursements.
 
-Provide financial information to the I'l'Ia.I1a3er.
 
-Prepare reimbursenent vouchers, financial reports, am other
 
documentary materials for AID. 

-Prepare ccntracts for the technicianS ani institutions to be 
utilized in the Project. 

A. Project ManagBDEnt am CoaIdinatioo 
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1.	 Role of USZ\ID 

The Office of pri vate Sector Development (OPSD) has primary 
respcnsibili ty for moni toring the Project. Wi th the assistance of the Offices 
of the Controller am of Development Resources, the Project Liaison will: 

Assist the implementing agencies in preparation of documents 
required for canpetiti ve procurement. 

Assist in develcping financial plans and work plans. 

Review am marl tor the implementiTB agencies annual trainiTB 
and teChnical assistance plans and suggest modifications as 
neejed. 
Coo~dinate Project evaluation activities. 

Monitor Project activity, ensuriTB canpliance with ccnditioos 
and covenants, taking managenent actirn as necessary. 

Report on the Project to Mission managenent and AID/W as 
appropriate. 

2.	 Role of the GOP 

The borrower/grantor will be the Government of Panama (GOP) 
through the Ministerio de Planificacion y POl1tica Ecorixnica. The GOP will be 
the gua.rantor of the lean am be respcnsible for the repayment of the 
principal and interest. The borro.ver will designate the canision Bancaria 
Nacional as the ExecutitB' Agency to manage am administer the Loan am 
Gua.rantee Furrls according to the terms and conditioos of the Lam Agreenent; 
am in coocert with AID, determine, review am amerrl the terms am ccnditions 
of the Project as appropriate. 

The GOP will be resp<nsible for providirg the counterpart 
resources and assuming the ccntiIl3'ent liability of the Guarantee Fund as 
stated in the financial plan am Project Agreement (PHOAG). 

3.	 Role of the ExecutiTB Agency (canision Bancaria Naciooal) 

The authority am respoosiblility of the GovenlIoent for the 
ex~ution of the financial carponents of the Project will be del83ated to the 
ExecutiIl3' Agency accordin:j to the terms am carlitions defined in the PROAG 
between the GOP and AID. The Exectuting Agency (EA) will be the Comisi6n 
Bancaria Nacicoal, whidl will be responsible for establishin:j urd 
adrninistratin:J two sep:lrate furrls (i. e. Loan Fund and Guarantee Fund). To 
accanplish this, the EA will utilize the services of the Banco Nacional de 
Panama, to carry out the day to day cperations of both furrls. In this sense 
the BNP will act purely as a Fiduciary Agent reci eving specific instr:uctions 
from the EA. The EA will assigned personnel wi thin a special project 
irnplenentation unit to mooi tor ard coordinate the financial canpooents of the 
project. 

The Project Agreement would give authori ty to the EA to; 
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Withdraw furrls fran the AID project loan/grant accordirg to
 
the loan/grant agreement.
 

Pay the principle and interest of AID loan.
 

Select the PFIs.
 

Prepare am sign the Participation Agreement with PFIs.
 

Reimburse the PFIs the agreed upon participation in lams to
 
SSEs.
 

Establish the guarantee premium an:1 adjust if necessary.
 

Collect from PFIs repayment of the loans and aCL:rued interest.
 

In case of default by PFI' s, take all necessary actions for
 
recovery of its furrls.
 

Cancel its share of participaticn in the loans made by PFIs in
 
case of violation of the tenns and corrli tia1s of the
 
Participation Agrear\f~t.
 

Cancel the Participation Agreement wi th PFIs in cases of 
repeated violations of the Agreement. 

Examine, on a selective basis, individual files of loans nade 
by PFIs for adhprence Lo the terms an:1 carlitions of the 
Participation Agreement. 

Establish, if necessary, the maximum amount of len::lin::J by 
individual PFIs. 

Invest all st.1Iplus funds in safe an:1 attractive short term 
investments. 

Of these functi01S, the follOOO3 routine operatiooal 
acitivites will be carried out by the BNP; 

With:lraw furrls fran the AID project loan/grant accordin;l to 
the loan/grant agreement. 

Pay the principle am interest of AID loan.
 

Reimburse the PFIs the agreed upa1 participation in lams to
 
SSEs.
 

Collect fran PFIs repayment of the loans am accrued interest. 

Maintain duplicate records of all loans and guarantees made 
and issued by the PFIs. 

Invest all guarantee furrls in safe and attractive short term 
investments. 
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4. Role of rnOPA 

FEIFA will "have the respmsibility of channelinJ furiis to the 
crErli t unions (coc:peratiyes) which participate in the Project. F'~OPA will 
receive a revolviIl3 fund to provide loan funds to its member cc::operatives. 
FEOPA will be liable for the payment of the interest and principal to the Lain 
Fund. The cost of funds to FEDPA will vary bet.ween LIBOR arrl LlBOR minus 2 
points. The provision of fums to FEOPA at rates lcwer than those applicable 
to carrrnercial banks is intended to give the ca::ps a spread carrrnensurate with 
the costs of lerrliIl3 to micro-enters>rise, thru major target group. 

FEDI?A will: 

Select the ca::perati yes that will participate as financial 
institutims. 

Draw on the Loan Fum arrl prepare all reimbursement requests. 

Sign participation agreeements with the cocperatives. 

Reimburse up to 70% ot the amount of the loan ard collect 
repayment of loan. 

Moni tor arrl spot check the ceq:>eratiyes to insure the 
adherence to the tenns and corrlitims of the Participation 
Agreanent. 

Maintain duplicate records of all irrlividual loans made arrl 
gmrantees issuErl through the participatiIl3 ccx:peratiYes. 

Provide technical assistance to the cocperative crErlit 
eamnitees in the analysis of loan requests. 

FEaJA is expected to playa key role in micro-enterprise 
lerrlirg. Given the limi tErl number of q>en coops (the cnly Cl1es cpen to the 
public), there will be gaps in ceq:> national coverage. In order to rErluce or 
eliminate these gaps, FEOPA will employ four tedmi cians whose duties will 
include the establishment of outreach lendirg by open cQq>s. They will make 
arrargements wi th closErl CCXJP offices in area.s where no q>en ccx:ps exist, to 
accept applications on behalf of cpen ccxps locatEd outside the area. They 
will function as representatives of the participatirg C'.?en coops and assist in 
processiIB loan applications am in providirg business assistance. 

DuriIl3 the lkife of the project FEDPA will encourage the 
fonnation of new open coops in area.s which are not adequately covered by the 
system. 

5. Role of Participating Financial Institutims (PFls) 

The PFIs are the banks arrl savirgs am loan ccxperati yes that 
will be the direct lenders to the SSEs. They are encouraged to make medium 
term loans for acquisition of fixed assets am for pennanent workinJ capital. 
The Banks should fund from their 0Hn resources at lea.st half of each loan, and 
the ca::peratiyes 30'L 
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The approval or rejection of loan requests from SSEs is the 
prercgative of the PFIs and there shall be no outside interference in this 
process. 

Up01 the disburs6T1ent of a loan, the PFI will sutmi t a request 
for reimbursement of up to 50% of the amount loanable; and, if the PFI has 
elected to use the guarantee fl..rrrl, an application for the amount to be 
glE.ranteed, accanPanied by a check equal to 5% of the amOlmt. The request and 
application will be accanpanied by a cc:py of the awroved sub-10m 
application. Upon receipt of the dcx::uments the fiduciary agent would credit 
the account of the PPI in the amount requested and register a 10m to the PFI 
in that amount. It would deposit the check to the accOlmt of the GlE.rantee 
Fund; and register the Guarantee. 

The PFIs will subscribe to a Participation Agreement with the 
Fiduciary Agent of the lam Fund, which will set forth program standards and 
guidelines incltrlin:J: 

Defini tion of SSE loms eligible for reimbursenent fran the 
loan Fund and glE.rantee from the GlE.rantee fuid. 

Maximum irrlividual 10m amounts. 

Repayment terms and ccn:1i tims. 

MaximLUn rate of interest charge:illle to SSE borro.ver. 

Prcx::edures for reimbursement from the loan Fund. 

MaxiffiLUn percentages reimbursable fran the Loan Fum. 

Cost of ffi01ey drawn from the Loa.n Fund by the PFI. 

Methcx1 of payment of principle and interest by the PFI to the 
Loa.n Fund. 

Methcx1 of calculatin:J the amount of coverage per loan fran the 
Guarantee Fund and premium to be charged. 

Administrati ve an::1 legal steps to be taken by the PFI in the 
event of SSE loan default. 

Methcx1 of securin:J payment fran the Guarantee Fun::] of the 
GlE.ranteed portion of uncollectible loons. 

6. Role of MICI 

The MICI will coordinate the activities of the Business 
Assistance Carp01ent through its main and regional offices. They will be 
respoosible for establishin:J an institutional mechanism capable of providinJ 
assistance to 2,000 SSE's per year. They will coordinate the system to 
provide: 
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Business assessments: assessing the status of existing firms 
wi th re:Jards to its market, operations, financial status, 
fresibility of its on-goin:J q:>eration and prc:posed ventures, 
and development of business plans. 

Business assistance: providin:J guidance on the implementation 
of the business plan am assistiIB in develc:ping an elementary 
book-keeping system. 

Business follCM up: monotori n:J the SSEs performance am 
obtaining statistical data on employment, sales, incomes, lam 
performance, etc. to assist SSE meet lam obligations. 

To provi1e this service MICI will: 

Contract Business Technicians fran various professional 
and business associaticns. 

Contract an organization like APEDE to am train the 
Business Tedmicians. 

Maintain rosters of trained personnel to be utilized on 
task orders as requi red. 

Coordinate its activities with the Executin;J Agency, PFIs 
am. other instituticns. 

7. Role of UNPYME 

UNPYME is the small business organizatioo in Panama that is 
formally reccx:Jr1ized by the GOP and Pri".:l.te Sector. UNPYME is a menber of both 
the Consejo Nacional de la Pequefia Emp.:esa an::1 the Consejo Nacional de la 
Empresa Privada (a:NEp). 

Under this Project, UNPYME will spensor a series of 
familiarization seminars, to disseminate the advantages that this Project 
offers to small am micro-enterprises. As a member of the Consejo Nacional de 
la Peqtleiia EIDpresa, it will also receive information from MICl and its CMn 

menbers on trainin:J needs curl in ccnjunction with APEDE will spensor courses 
as requi red. 

8. Role of APEIE 

APEDE is the private organization that will probably be 
contracted by MIel to provide the training courses and material to prepare the 
business technician am supervisors for the business assistance pr03rarn. In 
coordination with mCl and UNPYME they will help provide training courses 
thrOl.13hout the coontry. Their present trainin:J pr03rarn, may also be adjusted 
to canplement the resources of this Project. 

9. Role of the Consejo Nacional de la PequePia Ernpresa 

The Consejo Nacional de la Pequei1a Ernpresa will recarnnend 
program and policy mcx:lification to the GOP, in order to pranote a climate 
ccnducive to the develq>ment of Small Business. The co..mcil will maintain 
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close contact wi th the implementation agent for Business Assistance Canpcnent 
and with Executin:r Agency monitori03 the prcgress of the Project. As 
necessalY, it will sutmit observatioos to the GOP and AID on issues that 
affect the Project am their recamnendations of afPrcpriate actions to be 
taken. 

B. S1..1IIIDaIY Pr(')ject Implanentatioo Plan 

The Comisi ~"'..ncaria Naciooal arrl the Ministerio de Comercio e 
Industrias \"ill be desLJi:ldterl as the implementin:r agencies in the Project 
Agreement. They \"ill be respcnsible for Project .L-'~annirg, administration arrl 
coordination of inputs such as the financial and business assistance prcgram. 
The canpalents vlill require substantial time to fully develq:> am implement. 
A five year implementation period is anticipated to establish a self 
sustainin:r financial meChanism arrl a coordinaterl business assistance 
mechanism. The prq:>oserl scherlule for the implementation of the major 
activi tes is: 

Dates Activities 

1984 3rd Qt. 

General 

August Loan/Grant Authorizaticn.
 
Au:Just 30 Project Agreeme:nt. signe::1.
 
August Financial Plan presenterl to AID
 
Au:Just La3al Opinion of the Solicitor General.
 
September Initial Comitions Precerlent met (Secticn E.l)
 

Executi ng Agent 

August Establishment of Loan arrl Guarantee Furrls. 
AuJust Selection and assignment of persamel. 
August Preparation of Participatioo Agreements for the Loan 

and Gua.rantee Furrls. 
August PreParation of Starrlard Procerlures arrl Guidelines 

for the U:an and Gua.rantee Furrls. 
August Preparatioo of Operaticnal Fonnats. 
Septenber Participation Agreements signed wi th PPI' s. 

Business Assistance Compcnent. 

August Preparaticn of RFP 1 s 1009 tenn technical assistance. 
A\J3ust Preparation of job descriptioos for Business 

As si sta:1ce Conpa1ent. 
Au:Just Administrative staff selecterl and cootracte::1. 
Septenber Contract Officer establishes contract procerlures. 
September Administrative Officer develops procurement 

specificatiQ1 for equipment. 
September Selection and contract of trainin:r organization. 
Septanber Preparation of trainirg materials am operational 

rnanua.l. 
September Sele..."'1:i()(l of perscnnel to be trainerl. 
September Selection and Ccntract of Project Liaison.. 
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1984 4th Qt. 

General 

October Agreement of Understarrlil13 between participating 
instituticns. 

November SUbsequent ConcHtions Precedent met (Section E. 2) • 

Executing A:Jent 

OCtober Request for advance. 
October I..can Fund lending and Guarantee mechanism 

operational. 

Business Assistance Canponent. 

October Completion of nEgotiations on lcng tenn technical 
assistance contract. 

OCtober Project personnel trained and assigned to field 
offices. 

October Project pranotional campaign bEgins (Familiarization 
Seminar) • 

OCtober Business Assessment c:.rrl Assistance begins. 

1986 3rd Quarter 

March Initial Project Evaluation. 

1989 3rd Quarter 

January Final Project Evaluation. 

c. Financial Implanentatioo Arrargenents 

The follOOl13 charts provide informatioo related to the 
methcrls of implementaion and financil13 for the project's furrls. 

1. Loan Fund 

Approximate AmOlmt 
Metha:1s of Implementation Meti'.cx1s of Financi l13 ( $ooOs) 

Host Country (H.C.) I .C. I Direct Reimbursement 6,000.0 

As noted in the above chart the Banco Nacional de Panama {~NP) 
an Intennediate Cre.2i. t Institution (ICI) will act as the FidUciary Agent for 
the Credi t Furrls. Its functioos will be to verify and disburse or transfer 
50% of the reimbursement requests presented by the Participatory Financing 
Institutioos (PFI), in conformance with the terms and carlitirns set forth in 
Participatory Agreement executed between the BNP am the PFI. 

After disbursing or transfering credit furrls to the PFI, BNP 
will submit a reimbursement request to USl\.ID!Panama in the anount disburserl or 
transferred to the PFI. 
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2. Guarantee Flmd 

Approximate Amount 
Met:ha:is of Implementation Methcrls of Financi.rg ($OOOs) 

Host	 Cmmtry (H.C.) I.C.I Di rect Payment $1,000.0 

Prior to disbursement the Executi\t2 Agency will develcp the 
operating procooures, r83ulaticns am guidelines for the Guarantee Fund. as a 
condition precedent. 

3.	 TedLrri.cal Assistance Fund 

Approximate Amount 
Met:ha:is of Implementation Methcrls of Financi. ng ($OOOs) 

T.A.	 U.S. Ia:: Direct Pay $250.0 
T.A.	 FSN. POC Direct Pay 200.0 
T.A. Institutiooal Cent Direct Pay 100.0 
Canm<:Xlities AID Precut" Direct Pay 100.0 
Trainil13 H.C. H.C.Reimbursement 75.0 
Technical Support (MICI) H.C. Reimbursement 975.0 
Technical SUfPOrt (NOC ) H.C. Reimbursement 300.0 
TOI'AL $2,000.0 

The Ministerio de Comercib e Industrias (MICI), thru the 
Direccion General de la Pequefia flnpresa (D3PE) , is selected to coordinate the 
Business Assistance Cempcnent (BA.C). 

The mc is not financially self-sufficient ani its cperatiB] 
expenses will require the project support which gradually will be decreasirg 
until year five when mc will be capable of providi03' the furrls fran it's own 
resoorces 

4.	 ImplementiI13 am Financi03' Procedure: 

a. The U~ID/Panama, as indicated in the aOOve Chart, will 
cootract am procure directly the follOOO3' perscnal services am can<:rlities: 

1)	 Umer IQC a Senior Tedmical Advisor will be 
provided to MICI for hoD years. 

2)	 Urrler PSC an AID Project Officer Liasoo will be 
provided for five years to MIC!. 

3)	 Umer !nstituticnal Contract outside consultants 
will be provided for t\',O evaluaticns. 

4)	 AID will procure directly large dollar items such as 
the autcxnated data precessi03' infonnaticn system am 
the seven vehicles to be provided to MICI. 

b. The Host Country (H.C.) will be expected to cootract, 
procure canmcxIities for traini03' and certify payment before sul::mitti03' 
reimbursement requests to US\.ID/Panarna. 
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As noted in the above charts, the planned methXls of 
financiIB all fall within the three AID preferred methoos. 

The MICI financiIB functirns under the project will be 
the same as those of other Directorates of the Hinistry. The initiation of 
financiIB and payment requests will be dOle by the D3PE. The DJPE Manag611ent 
and Adrninistrtive Office in coojuntion with the MICI Legal Affairs Office am 
the Panamanian Controller General's will provide the actual cootractiTB, 
camnooity procurement am payment verification service to the MC. 
'!he Fiscal Cootrol by line item (project canponent) is the sole responsibility 
of the BAC. 

Before the first disburs611ent of furrls by AID the BA.C, 
the USZ\ID Office of the Controller will assure that an adequate system of 
fiscal cOltrol over the project cCII\POOent is in place. 

5.	 The cOltractiTB am carunooity procurement process is as 
follows: 

The Panamanian Law does not authorize ministries (except 
Ministry of AgriCUlture) to sign contracts and provide ccxnrnodi ties relatEd to 
its activities without the signature of the President of the Republic. 
USA.IO/Panarna is in possesion of a cq:>y of the Fiscal COOe that re:Julates the 
cootracting am procurement process. A description of its awlication is 
cootained in the Norwich ConsultiIB Enterprise Inc. sttrly, financed by 
USA.ID/Panarna in 1982 umer Contract No 525-9O-C-Oo-I027-00. 

a. In the case of local persooal service cootracts (PSC IS) , 
strll as those cootemplated by the project (under 50,000) the procedure is as 
follCMS: 

1)	 the beneficiary office prepares the sccpe of work. 

2)	 at lrest three irrlividuals are contacted by phooe or 
a notice in local newspapers is published to request 
applicants for the described position. 

3)	 An evaluation of the camidate is dOle by the 
beneficiary office. 

4)	 The Manag611ent/Admin Office ne:Jotiates with the 
selected applicant the terms, conditirns and 
salary. Also prepares a cOltract in draft am serrl 
it to the Bud3et and Fiscal Office. 

5)	 The Budget am Fi scal Office will verify the 
availability of furrls. 

6)	 The contract in draft is sent to the Legal Affairs 
Office for verification and approval. 

7)	 The Mcmagement/Admin Office prepares the cootract in 
final and call the selected applicant to sign the 
cootract. Once the cOltract is signed by the 
applicant it is sent for the Minister's signature 

-51



8)	 The contract is returne:1 to the Management /Admin 
Office am then sent to the Controller Office for 
the REFRENDlM. 

9)	 In the Controllers Office it is sent :':0 the AUditirg 
Department and to the Legal Affairs Office for 
review of furrlin:;J am leJal tenus. 

10)	 The Mana:Jement/Admin Office receive the ccntract 
once again ani prepares a note with the Minister's 
signature to be sent to the Presidency for 
signature. The Presidency Hinistry review the 
cootract. 

11)	 The President signs the ccntract am return it to 
the Ministry were the order to procee:1 is written. 

U&Z\ID/Panarna will assure that :"Ile roPE is aware of the 
inportance of maintaining documentation relate:1 to cootracting actioos for 
possible AID review before am after the PACD. 

b. During the life of this project it is anticipated that a 
modification of the above procedure will be utilized. to avoid the lcng 
crntracting process. Thru a Mini s- terial Decree signe:1 l:7y the President, the 
Ministry will appoint the qualifie:1 persamel that will be working urrler this 
project. 

c. In the case of camncxU ty procurement the D3PE requests 
the canrncrlities in writing to the MICI Management/Admin Office. For 
canmodities valued. at urrler $50,000, such as those ccntarplated urrler the 
project, the Management /Admin requests at least three quotaticns from 
potential suppliers (either by phooe or in writing deperrling on the canplexity 
of the procurement action). The supplier who meets the specificatioos at the 
ICMest price is awarde:1 a purchae order. 

U~ID/Panama will assure that the MIC! Mana;]ement/Admin 
Office is aware of the i~rtance of maintaining price quotation documentatIon 
for possible AID review be ore and after the PACD. 

CcntirJ3ent upon the establishment of the project 
canpooent fiscal control by roPE mentiooe:1 above, the cootracting and 
canmcxlity procurement system awears adequate. 

6.	 Payment verification for Persooal Service Caltracts is as 
folla.vs: 

The MICI Management/klmin Office maintains a ccpy of the 
signed. cootract 00 file. Checks are prepared by the Department based solely 
on the ccntract tenn3 am without further authorization are forwarde:1 to the 
Ccntroller General Resident AuClitor. (The frequency of check preparation is 
detennine:1 by the cootract-usually bi-moothly). The Audi tor assures that the 
p::1yment is in accordance with the C<Xltract ani signs the check. The check is 
then coontersigned. by the Management/Admin Officer am forwarde:1 to the 
cootractor• 
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This cootract payment verification system provides for neither 
invoice submission by cootractors nor OOPE imication that the services being 
paid have been ren:1ered. 'Ib correct these vulnerability USI\ID/Panama will 
require that all AID financed contracts call for invoice sul::mission b the 
cootractor am a roval OOPE of each invOlce before a ent. USI\ID Panama 
will assure that the MICI Management Admin Office is aware of the importance 
of maintainin;J invoices in the Contract File for possible AID review before 
am after the PAm. 

7. Payment verification for camncxiity purchases is as follows: 

The roPE authorizes the MICI Management/Admin Office to make 
payment t:.o the vendor. This is done by signin:J the invoice whidl imicates 
th3.t the item was received in satisfactory corrlition. The MICI 
Management/Finance Office then canpares the invoice to the terms of the 
purdlase order and prepares the Check accordin:Jly. The invoice, the purchase 
order am. the check are forwarded to the Controller General Resident Audi tor. 
All documents are reviewed by the Au::1itor for canpleteeness and accuracy and 
then verified for payment by stampirg the invoice (which also prevents 
duplicate payment). The Resident Audi tor then signs the check. The check is 
sent to the HrCI Nanagement/Mmin Office who then countersigns it. Finally, 
the Check is forwarded to the ven:1or. 

The payment verification system for ~amncxiity purchases 
appears adequate. 

Contin:Jent uJ?Cl.:! the establishment of the requirement for OGPE 
approval Perscnal Service Contractor's invoices mentioned above, the payment 
verification system for Persmal Service Contracts am. Commo:Hty Procurement 
appears adequate. 

D. Procurement of Goals am. Services 

1. Overvi ew 

AID guidelines sU3gest that the Borrower urY'er an AID project 
be chaxged wi th the procurement of gcxrls and services unless there are 
mitigatin:J circumstances. In the case instant, it is felt that a 1'(~alistic 

assesment of the GOP's current administrative coostraints suggests the need 
for sane initial procurement help by AID. Specifically, AID will purchase (1) 
the autanated data processin;J information system and (2) the business 
assistance vehicles AID will also cOltract the (3) Senior Technical Advisor to 
MICI and (4) the Project Liaison. 

Once the actions described above have been canpleted, it is 
expected that AID's active procurement/cOltracting support role \·lill em. 
With the planned technical assistance am trainirg in institutiooal 
develcpment, policy and strate:JY and investment pronotion, the GOP will assume 
respcnsibility for the procurement of all gcxrls am services financed urrler 
the Project. 

2. Consideratioos of the Gray Amerrlment 

In accordance with the provision outlined in the Gray
 
Ameroment cOltained in the seccnd Continuin;J &:solution for FY-85, lj5l\ID/P is
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proposing anAlD direct contract meChanism utilizing competition between 
Section 8(a) firms ccntained in the Small Business Act. It is anticipated 
that the procurement of seven vehicles and eight micro-canputers will be 
inplemented through the assistance of AID/W I s Office of Small ani 
Disadvantaged Business Utilization (PRE/SDB). 

3. Procurement of Goc:x:ls ani Services: ICI Procedures 

The procurement policies for Intermediate Credit Institutions 
stated in HaOObcxJk lB, Chapter 19 will govern the aCXjUi.sition of gcx:x:1s and 
services by SSEs that receive subloans fran PFIs. The principal policies 
which will govern such procurements urrler the Project are st.nrnnarized belOi-l. 

General Rules: Offshore Procurements 

If an ICI or a SSE uses furrls made available throu:1h the 
Project to irrport gcx::rls the procurement policies, described. in Chapters 4, 5, 
7, 10, 11, 17, 22 am 23 of Harrl}:xx)k 18) will govern the transactions. It is 
not expected that major offshore procurements will be carried out by SSEs. 

General Rules: Local Procurements 

Subloans less than 55,000. There are no special procurement 
policies that must be canplied with when an ICI sOOlean to the SSE is $5,000 
or less. AID regulations require that AID review the adequacy of an ICI IS 

cperational plans and procooures, leming criteria, guideline and credit 
manuals prior to lending to the ICI. On the basis of the Missioo I s review of 
the cperatioos, procooures and criteria utilized by the p:irticipating 
financial institutioos urrler the Project, the Nissioo is satisfied that such 
institutioos will lend to eligible SSEs who are capable of utilizing the 
stibloan in accordance with the purposes of the Project. 

Subloans Exceeding $5,000. The folloong procurement policies 
apply to SSEs who receive sOOloans exceeding $5,000. When a cocperative 
associatlcxl or aCXiuires gcx::rls or services to satisfy the requirements of 
subloans made to its members, the canbined amount of such subloans will 
determine which policies awly. That is, if the canbined amount of such 
subloan is less than $5,000, there is no requirement of adherence to EPecial 
procurement policies. If the canbined a'l1ount does exceed SS,OOO, the 
procurement policies for sOOloans exceedi 119 $5,000 described belON apply. 

a. Eligibility of Corruncdities. To the extent relevant, AID 
general policies governi~ the eligibility of carancdities are applicable. 
These policies are outlined in Chapter 4 of Harrlbook 1, Supplement B. SSEs 
will have to carrply with statutory restricticns in the Foreign Assistance Act 
with respect to camncdities such as abortion equipment, motor vehicles, luxury 
items, police and law enforcement camncdlties and services, etc. 

b. IndigE!1ous Gocds. This catEg'ory of caruncdi ties incltxles 
gcx:x1s of "local source and origin that have been mined, gra.-m or produced in 
the Cocperating country through manufacture, processing or assembly. 
S\.1b1x)rrOHers may purchase irrligenous gcx::rls wi thout limitation. 

c. Shelf ItE!IlS. Shelf items are defined incltxles "gcx::rls
 
that are normally imported and kept in stock in the form in which importErl,
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for sale to meet a general danand in the country for the item; they are not 
gcx:x'is which have been specifically imported for use in an AID-fin.unced 
project. II SSEs may purchase shelf items produced in and imported from a 
ccuntry included in Code 941. SSEs may procure shelf iteus with t.heir source 
and origin in any Ccrle 899 COLmtry when the price of me unit of fthe gocx1s 
does not exceed $5,000.00. If the unit price is higher than $5,000 a waiver 
must be obtained. Shelf iteus produced in or imported frem countries not 
included in Code 899 may not be financed by SSEs urrler the Project. 

d. eanpeti tion. Small scale enterprises participating urrler 
the Project will be expected to follow AID's general pri nciple of ccrcpeti tive 
procurement. This principle provides that lithe l:>uyer shall pay no more than 
the lowes~ !ailable canpeti ti ve pri ce includifB transportation costs ll 

, am is 
satisfied f the buyer has followed good commercial practices and accepts the 
most advantageous competitive offer, price am other pertinent factors 
considerErl, such as quality of the gocx1s and services, deli very time, 
transportation costs, payment terms, availability of spare parts, am 
installation and repair services. It is expectErl that SSEs urrler the Project 
will normally folla.-i ne:Jotiated procurement procedures rather than formal 
competitive bidding procErlures. 

E. Project Evaluaticn 

Two major project evaluations will be held durifB the early part of 
the second and at the end of the thi rd year of the Project. The focus of 
these evaluations will be on the performance am adequacy of inputs, the 
performance of the implementifB agents, and measurement pr03ress toward 
outputs. Usin:] the results of each evaluation the OOp/AIO Project team will 
mld a workshop to prepare an action document that contain major findin:]s and 
recommends corrective actions. 

The evaluation will be a joint OOP/AID effort to review the 
pr03ress and impact of the Project and will be prepared by outside consultants. 

1. Initial Evaluation 

During the first evaluation, a special study will be made on 
the effectiveness of the financial and business canpcnents. A survey will be 
made to provide baseline information for use in future surveys. The survey 
will focus on measuring SSEs and PFIs respcnse to the financial and business 
assistance canpone.'1ts. Amcn:J the t~ics to be examinC'd will be: 

SSE awareness and participc.tion in the Project. 
Adequacy of the spread to PFls am the Fiduciary Agent. 
Adequacy of the premium and covera:Je of the guarantee 
mechani sm. 
Terms am ccndition of the sub-loans. 
Possibility of leveragiIY:." the fluus wi th major banks. 
Adequacy of the business assistance recarunerrlations. 
Desire of SSEs to undertake business assistance 
recanmendations. 
Pro:rress to.Vclrd self-sufficiency of the financial canponent. 
Coordination between the participating institution. 
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2.	 Final Evaluation 

The final evaluation will take place in January 1989. An 
irput and output level performance review will again be undertaken. In 
additioo, a review will be made towards achievement of the targets at each 
level of the lo:Jical framework. An expanded survey will be repeated and 
questims regardil13 the irrpact of the Project on emplayement generation will 
be stu:1ied. 

A major focus of the evaluation will be an examination of the 
effectiveness of the financial and business assistance model develcped under 
the Project, as well as the aspect of self-sufficiency. In addition, the 
effectiveness of the institutional structure to carry out the Project will 
also be examined, identifYil13 obstacles am weaknesses in the institutional 
framework requiring adjustments. 

F.	 CarlitiCll.a, Covenants am NEgotiating Status 

The Project has been thor0U9hly diF;cussed with members of the 
public and private sectors at the national level and has been formally 
presented to the Consejo Nacional de la PequeIia E~presa, Ministerio de 
Planificacion y politica Econ:Jmica, Hinisterio de Canercio e Industrias, 
Comisien Bancaria Nacional, Banco Nacional de Panama, FEDPA am all major 
private sector business organizatims. 

Reaction has been favorable am there appear to be no major 
impediments to negotiatiOJ arrl signi~ the Project Lean and Grant Agreement in 
FY 1984. The formal GJP request for the Project fran the Minister of PlanniOJ 
is shOtm in l\nnex B. On the basis of Mission analysis, in addition to the 
starrlard cmditions, we are recamnendil13 the folla.-ling: 

1.	 Con::1itioos Precedent to Disbursement (Lean and Grant) 

Prior to the first disbursement un:1er the fJOaIl or Grant, or to the 
issuance by AID of documentation pursuant to which disbursements will be rrade, 
the Borra.-ler will, except as AID may otherwise agree in writing, furnish to 
AID in form arrl substance satisfactory to AID: 

a.	 A lEgal q:>inion of the Attorney General that the Agreanent has 
been duly authoLized and/or ratified 1:¥, and executed on 
behalf of the BorrOiYer, am that it cmstitutes a valid am 
legally binding obligation of the Borraver in accordance wi th 
all of its terms. 

b.	 A statanent of the name of the person holdiI'B' or actiOJ in the 
office of the BorrcJ.'ler specified in section 9.2, and of any 
addi tional representatives, to:Jether with a specimen signature 
of each person specifiErl in such statement. 

2.	 ConcH tioos PrecErlent to Di srorsement for Financing Project 
Activi ties (I..or:m am Grant) 

Prior to any disbursement under the Lam or Grant, or to the 
issuance by AID of documentatim purSUill1t to which disbursements will be made 
to finance any Project activity, except for the contracting of tedmical 
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assistance, the Borra.ver shall, except as AID may otherwise agree in writiIl], 
furnish in form am substance satisfactory to AID: 

a.	 Evidence that the I..ro.n Fund has been lEgally established and a 
wan Film Account established in the National Bank of Panama 
(BNP). 

b.	 Evidence that the Guarantee Fund has been lEgally established 
and the Guarantee Fund account established in the B.."W. 

c.	 Evidence that the National BankiIl] Commission (NOC) arrl the 
Ministry of Conunerce and Industry (MICI) have each appointed a 
Project M:ll1ag er. 

d.	 Specification of the annual fee to be charged by the NOC with 
a detailed btrlget supportil'B the total cost of services to be 
provided by the NOC. 

e.	 A phase out plan for MICI I sLoan Pr03ram, which includes 
provisioos to transfer the p:.... r-eEds of its liquidated loans 
from the RuBl Growth mil Service Centers Project (URBE) am 
the Integrated Improvement Program for the Urban Poor Type CIS 
small business lendi03 projects (IIPUP C), to the Loan Fum 
and Guaran.:.ee Fund of this Project, of which a minimum of 
$500,000 will be providErl to the Guarantee Fum. 

3. Corrlitions Precedent to Subsequent Disbursement (Loan and Grant). 

Prior to any disbursement, or the issuance by AID of dccumentaticn 
pursuant to which disbursement will be made to finance any Project activity, 
except for the procurement of canputer equipment arrl software, vehicles arrl 
technical assistance, the Dorra.ver shall, except as AID may otherwise agree in 
writi03, furnish in form am substance satisfactory to AID an Agreement of 
Urrlerstandil'B which describes the roles, functims and respa1sibilities of the 
Natimal Banki03 Commission (NBC), acti03 as the Executi03 Age:n<:.y, the 
Ministry of Carunerce and Industry (MICI), the Panamanian Association of 
Business Executives (APEDE), the Natimal Unim of Small am MEdium Enterprise 
(UNPYME) and the Small Business Council for Project implementation. 

4.	 Corrli tions Precedent to Di sbursement for Loan am Guarantee Furrls: 

Prior to any disbursement or to the issuance by AID of 
documentation pursuant to Hhich disbursements will be made to finance any 
activi ty umer the Loan Fum or Guarantee Furrl, except for the procurement of 
canputer equipment and software, the Borro.'Ier shall, except as 1\ID may 
otherwise agree in wri ti03, furnish to AID in form am substance satisfactory 
to AID: 

a..	 A Participation Agreement signed between NBC am at loost t\A.O 
(2) Participatil'B Financial Institutims (WI). 

b.	 Operatirg procedures am rEgulations for the Loan Fum arrl the 
Guarantee Fund. 
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c.	 A master list of all reportirg fonns to be used during Project 
implanentation arrl a ccpy of each SlY'-h form. 

d.	 A financial plan which details by canpcnent the lain, Grant 
am GOP counterpart fl..II"rls budgeted for all activi t.i es to be 
carried out over the first yoo.r of the Project. 

e.	 Evidence that NOC has appointed all qualified key staff for 
Project implementation. 

f.	 A work plan for the first year of the Project, which details 
each Project Activity to be carried out during such quarter 
and a hudget which details the prq>osErl AID furrls for each 
such activity 

5.	 ConcHtiens Precedent to Di srurSt::lllent for the Business Assistance 
Canpalent 

Prior to any disbursEment, or to the issuance by AID of 
docLnnentation pursuant to which disbursEments will be made to finance any 
acti-vi ty wrler the Business Assistance Component, except the procurement of 
canputer equipment and software, vehicles and tedmical assistance inclu:1irl3 
the cmtractiI'B of a Project Liaison Officer, the Borrower shall, except as 
AID may otherwise agree in writirl3, furnish to AID in form and substance 
satisfactory to AID the fo11OOO3: 

a.	 A financial plan which details by canpcnent the Grant am GOP 
cOlll1terpart furrls bu:1gete1 for all activi ti es to be carried 
out over the first year of the Project. 

b.	 Evidence that MICI has appointed apprqJriate qualified key 
staff for Project implanentatioc as specified in Annex 1, 
Section C.3 of the Project Agreeement. 

c.	 A work plan for the first year of the Project, which details 
each Project activity to be carried out durirg each quarter 
am a btrlget which details the prqx>SErl AID furrls for each 
such activity. 

6.	 Conditim PrecErlent to Disbursanent for the Business Assistance 
Cornpcnent After September 30, 1987. 

Prior to any disbursEment, or to the issuance by AID of 
ilocumentation pursuant to which disbursEments will be made to finance any 

oject activity under the Business Assistance Component after Septenber 30, 
)87,	 the Borrower shall, except as AID may otherwise agree in writirg, 

.urnish to AID in form arrl substance satisfactory to AID, evidence fran the 
joint	 AID/GOP schErluled third year evalrntion that the Business Assistance 
Compcnent has effectively met .its objectives am slx>uld be cmtinued 
throughout the life of the Project. 

7. Recurrirl3 Corrlitien PrecErlent to DisburSEment (loan am Grant) 

Prior to any disbursanent, or the issuance by AID of documentation 
pursuant to which disl:>ur!':enents will be made to finance any new Project 
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activity, each Project year after the first Project year, the Borra.ver shall, 
except as AID may otherwise agree in writin:J, furnish to AID in form am 
substance sati sfactory to AID the folloo ng: 

a.	 A financial plan which details Loan, Grant am GOP cOW1terpart 
furrls bLrlgetffi for all activities to be carried out for such 
Project year. 

b.	 A quarterly work plan to be sul:mi ttffi each quarter during such 
year, which details each Project activity to be carried out in 
strll quarter am a btrlget which details the prcposEd AID fun::1s 
neffiffi for each such activi ty . 

c.	 SUbsequent charges in any Participation Agreenent between the 
Executing Agency and the PFls. 

8.	 Covenants 

The GOP shall covenants that, except as AID otherwise agrees in 
writirY3, it will: 

a.	 Be liable for all claims against the Guarantee Furrl which 
exceffi the amount of fun::1s available in the Guarantee Fun::1. 

b.	 Provide btrlgetary support to HICI over the life of the Project 
of not less than the equivalent of $1,600,000 for Project 
activi ties, am to provide adequate btrlgetary support to MICI 
for on-going activities after the life of the Project. 

c.	 Make reasmable efforts to retain persamel trainEd urrler the 
Project in positirns related to the Project. 

d.	 In the event that a minimLnn of S500,000 from the liquidatEd 
loans fran HICI I.D3.n PrOjram is not provided to the Guarantee 
Fund by the errl of the third year of the Project, it will 
provide sum fun::1s from other sources. 

e.	 Obtain previous AID approval of the cootract between the 
canision B:mcaria Naciooal and the Banco Nacicnal de pa..narna 
and prior AID approval for any subsequent charges to the 
cmtract. 
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PAN1\MI\. SlALL BUSINESS DEVELOPHENl' ProJ'E):1' 
ProJ'E):1' DESIGN stM1ARYr LCXm::.:u.. ~RK l1ATRIX 

os.:n:rrIVELY VERIFIABLE INDICATORS tmANS OF VERIFICATION 
A. sector Goal: 
To iocrease employment (1) Increase in SSE investment. (1) Census, national statistics, (1) Economic polici~s more 
OPF0rtunities through (2) Increase in loan approvals. special surveys, studies, favvrable to growth 
small scale enterprise (3) Leveragin:J of public noney for and progress reports. are adapted as planned 
develcpnent. investment purposes. by GOP. 

(4) Increase in employment by SSEs. (2) Ccrltinued Panamanian 
political stability. 

(3) World and regional 
econanies begin steady 
recovery frOlIl current 
Iecession. 

(4) _"Ublic resources are 
available in adequate 
quantities. 

(5) Financial and Business 
assistance provided will 
be adequate and 
approximate for SSEs. 

B. Project ~se EOPS 
1) To establ:Lsh an institutional 1IFA self sustainin:J financial mechanism in (l)Reports of the (l)Reduction in risk 
mecmnism (Resource Centers) place by 1989 caPable oh Fiduciary Pqents and and increase in yields 
whi::h will marshall public processin:J 2,000 loan applications PFIs will motivate private 
private resources and approving 1.000 loans per year. and financial intermediaries 
caplble of providin:J il continuous Stimulatin:J tr--:! creation of 1,700 to provide 50% of fuOOs. 
source of credit, guarantee and jobs per year at an average loan (2)Audits of loan records 
business assistance to the Small investment of $4,000 per job. by FidUciary Pqents 
seale Enterprises in Panama. - A credit guarantee mechanism securin:J 

\1p to 70% of the uncollaterized loan (2)Demand for small business 
portfolios. (3;:::m.luation reports, loans is sufficient to 

2) 'ro stren:Jtlen (",oPs includin:J field visits justify and maintain this 
ins:itutional capacity to and interviews self-sufficiency of the 
evaluate and develop Small 
seale Enterprise Development (4)Project Audit and 

Project instruments. 

Policies Evaluation 

(5)Resolutions issued by 
the Srna.ll Business 
Colmcil. 
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OBJl:CI'IVELY VERIFIABLE INDlCA'IOR'i MEANS OF VERIFICPclON mPORl'ANl' ASStMPl'IOOS 

(2)	 An institutionalized business assistan:e 
fully financed by tre GOP by 1988 capable. of 

- Froviding up to 2,000 annual 1:J.lsine.~s 

assessments 
- providing business assistance to 1,000 

SSE loans applicants. 
-	 providing Follow-up assic~F1Ce to 2,000 

SSE loa.~s. 

(3)	 An explicit small scale enterprise 
develcpment policy formulated by tre GOP. 

(3)	 GOP Fiscal portion will 
pennit recurrent 
support. 

(4)	 GOP and privat<;! sector 
support continues under 
new government followiI¥J 
1984 electialS. 

(5)	 Provision of loan 
guarantees will reuove 
major obstacles to a 
private sector lendiI¥J 
program which calls for 
CXIIlIl\ercial interest rates. 
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NARRATIVE SU·ll1ARY O~rlVELY VERIFIABLE INDlCA'lDRS
 

C.	 Project OUtJ.?:lts 

l)A self-sustaining credit 
Fund managed by a Fiduciary 
Agent capable of approving 1000 
r.ew loans per year, through 
existin:J private financial 
institutions. 

2)A self-sustaining credit 
gLJarantee system, permittin:J 
access to oammercial credit. 

(3)	 A Business Assistance 
carponent coordinated by 
MICI, cap:lble of improvin:J 
SSE ability to manage tooir 
businesses, make loan 
applications, repay tooir 
loans and create jobs. 

Year 1 2 3 4 5 

l)-N,lIllber of 200 500 800 900 1000 
Loans in 
Portfolio 

-<>utstarrlin:J 
Portfolio 

($000,000) 0.8 2.8 6.0 9.6 12.3 
-Direct jeos 

created 200 566 1056 1510 1709 
-Number of 

B3..."lks. 5 6 7 8 9 
-Number of 

Coops. 10 15 20 25 30 

(2)	 AIlount of 
Portfolio 
Guaranteed 

($000) 560 1960 4200 6728 8590 

( :J)	 Number of 
Business 

Assessments 400 1000 1600 1800 2000 
-.."b.	 of 

Persons 
Trained. 

• MICI 
Tecbnicians. 5 12 12 12 12 

• Contracted 
Teclnicians 0 0 9 14 17 

• MICI 
Supervi. 6 6 6 6 6 

MEANS OF VERIFICATION 

(l)-Fiduciary Agent's 
Management Information 
System am Annual Report. 

-Banks and Coops woo sign 
too participation Agree
ment with the Fiduciary 
Agent Programsrmployment 
census. 

(2)Guarantee	 premium received 
by too FidUciary Agent. 
-Allount of Guarantee 
certificates issues by 
Fiduciary Agent. 

(3)MICI's	 Management Informa
tion System: 

• Number of firms receiving 
Business Assessments. 

Number	 of curriculum devel
ed for too classes. 

• Number of atterrlants to 
classes. 

Contracts with trainin:J 
inntituti01s. 
Number of SSEs receivin:J 
Fbllow-up business 
assistance• 

Page	 3 of 5 Pages 

IMroRI'l\NT ASSll1PI'IONS 

(1)	 Level of demand 
sufficient to aenerate 
ena.tgh revenues for 
self-sufficiency. 

(2)-Guarantee will eliminate 
principal obstacle to 
credit for SSE 

-Default can be oold to 
projected levels. 

(3)-Busines3 assistance is 
capable of 
substantially improv
in:J SSEs cperation. 

-Business assistance 
are available nationally 
and can perform at low 
cost rates. 

.--" 
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NARRATIVE SUI!1ARY OBJEX:rIVELY VERIFIABLE INDICAIDRS MEANS OF VERIFICAT!OO 

• Adm. Person. 13 13 13 13 13 • Number of regional 
• Cocp.

Credit Off. 2 4 4 
seminars/worlshops. 

• Number of SSEs attendil'J1 
seminars/workshops. 

- No. of SSEs 
FollOd-ups 200 700 1300 1700 

- Regional 
Seminar 

Atterrlance 
• Faniliarizaticn 

Seminar 250 250 
• Trainin;J 

Seminar 200 200 2000 200 200 

4) ~ routine system of project (4)I1:>nthly Small Business Council ~tin;Js. (4) Recommendations of Small (4) Small Business Council 
zvaluation which will identify B.Jsiness Council to GOP recommendation will 
flOlicy issues, and program and Small Business receive priority 
adjustment re=mrnendations Develcpment program. wi thin the GOP. 
for the Small Business 
Couocil. 

(5)-Quarterly Project Review 
-Results of Project 

Evaluation. 
-AID/GOP Files COnsultants 
-Reports of Project Staff 
-Annual Report. 
-Client Interviews 
-otre.r h]ency Observations 
-<bnsultant Reports 
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NARAATlVE SUlt1ARY OBJFCrIVELY VERIAFI1\BLE INDlCA'IDRS MEANS OF VERIFICATICN 

D. Project Inputs: 
~ fun=ticn ($000) 

ro-uwmr 

1. I..oan Fund 
2. Guarantee Fund 
3. Business Assistance 
4. Evaluation 
5. Teclnical Assistance 
6. Project Liaiscn 

A I D a:xNI'ERPAR1' 
GRANT LOI\N GOP PFls 'IUl'AL 

300 6,000 0 6,000 12,300 
1,000 a 500 a 1,500 
1,150 a 1,600 0 2,750 

100 0 0 a 100 
200 a 0 0 200 
250 0 0 a 250 

(l)Yearly disbursement 
schedule, annual 
working plans, and approved. 
GOP Investment Budget arxl 
~its presented by tre 
FidUciary lIgent and MICI. 

(1) Budgetary resources 
are available anj 

disbursed, accordil'¥J 
to schedule arxl 
financial plans 
presented by tre 
MICI. 

'lUI'AL 3,000 6,000 2,100 6,000 17,100 

~ Canponent 
AID a:xNI'ERPAR1' 

G1W11' LOI\N GOP PFIs 'IUl'AL (In Millioos of $) 

1. Credit Fund 
2. Guarantee Fund 
3. Business Assistance 

0.3 6.0 6.0 12.3 
1.0 0.5 1.5 
1.7 1.6 3.2 

3.0 6.0 2.1 6.0 17.1 
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FINANCIAL Al.-ffiLYSIS OF THE LOAN AND GUARAt'1"1'EE Fl.J1'.lOO 

rJ.'lle purp)se of this analysis is to determine the financial viablilties 
of tlle Loan and Guarantee rlinds and verify if Ule strear~ of projected income 
\iill in fact cover the expenses of the funds, penni t p-"J.ybac1~ of the loan to 
USA!D and see if the surplus Cc-Ul be capitalized to create a self-sustaining 
I:lechanisrn • 

A. Loan AIrount and OlJjectives 

'!'he Uill\lD Joan of $6:1. and grant of $3.511 is intended to achieve the 
~ollowing principle obje,-,tives. 

1.	 Create ne~v jobs. 

It is estimated that arrong SSEs an investment of about $4,000 \ViII 
result in the creation of one new job. Disregarding the mUltiplier effect and 
assuming that investment by SSEs will be fincmct.->d 10 !5 by the borrOHer and the 
relt'aining 90'$ in equal proportion oy the locm l'lind (LF) and Participating 
Financial Intermediaries (PFI), the $6l1. participation from the Loan Fund, and 
the $211. accumulated profi ts by yeo, -: 10 of the Project \JOuld represent a total 
outstanding portfolio of alxJut $lSl,j. AssLnning average rnaturi ty of 3 years for 
the loans it would mean that in year 5 the Project has generated 5000 nOli jobs. 

2.	 Mobilize ~le resources of the PFIs for extension of credit for 
investment to SSEs. 

Under the Project PFIs are entitled to a rraximum reimbursement of 
50% of the aJOC)unt of looUl::; rrade by them to S8Es. '!'herefore for ever:i dollar 
of disburseraent froln the il' there will be at least a matChing dollar lent by 
PFIs from their 0\'Il1 resources. 

3.	 Eliminate sUbsidized interest rates and stillldar<.lize fin3l1cial terms 
and conditions for lendiIlg to SSEs. 

The risk factor and high cost of ac11Lunistration discourage the PFIs 
to lend to SSEs. 'lll.e exceptions are the operations of i>1ICI and BI:JP, bo~l 

government organizatons, which have access to limited arroW1tS of sp-Jeial funds 
and provide credit to SSEs on concessionary tents. 

Alternatively, the few private financial institutions (financieras) 
tlklt do engage in such an operatio."1 are protected by an exhorbitant rate of 
interest. The Project through ~le guarantee mechanism reduces significantly 
the risk factor and through the LF participation in the loan allcMs for an 
attractive spread to cover the high cost of administration thereby maJdng it 
pos:Jible for SSEs to have access to loans at a reasonable non-sUbsidized rate. 



4.	 llily sound bankable project would be financed. 

'rhe decision to approve or reject a SSE loan application rests 
solely with the PFIs Hithout any interference by any other authority. The 
PPIs asswne the risk and the obligation to repay the loan fund IS 

participation. It is to be expected that tmder this arrangement normal 
banking practices Hould be adhered to and no special concessions would be 
granted to unbankable projects. 

5.	 Encourage on a much wider scale the provision of mediwn term credit 
to SSEs by private financial institutions. 

At present, there are very few financial institutions \'Jhich are 
engaged in lending to SSEs. Al.though the infonna.tion available does not lend 
itself to an anlysis of the end use of such loans, the short ma.turities of 
these loans as well as the informed judg~nent of the lending officers and 
experience in other countries indicate that the rna.jority of these transactions 
are oonswner loans. '!'he IF by making medium teDll funds available and 
encouraging PFI Participation should escalate investment by SSEs. 

6.	 'The Loan Fund illlcl the GUc.l.r<.L,:utee Fund oDaratiot1:3 should he 
----::,...----:---:--------------~'-------- 
self-sustaining. 

'!'he Project has OC':'Tl so designed that these fWlcls v.uuld not be 
subsidized by the Government ancl would continue their operations even after 
the repayment of USlUD loan. 'l11e LF, as is expected, \'Jill incur a slwl loss 
in the first two years of its operation. 'l'his Hould be financed from the 
USAID grant. From year 3 on\varcls it would shovi profit. \Jhen the loan is 
fully repaid, the fund Hould have accwnulated profits equal to its initial 
resources. r!'he GF would also <:Jenerate enough incoICle to take care of its 
administrative expenditures, offset pa~nents for bad debts, and ~lOW a profit. 

7.	 Introduce and develo a more wides read and effective use b SSEs 
o technical assistance. 

Initially tlle technical assistance component of the Project wuld be 
limited to helping the prospective borra....er and the PFIs with the evaluation 
of the viability of the Project, assessment of the financial requirements, and 
ability to repay the loun, including assistance in tlle preparation of the loan 
appliation. Also, the borrower v.ould receive very basic training in 
bookeeping. At a later stage the technical assistance may include training 
and counselling in other areas of business rna.nagement. 

B. lnstitutional Arrangement for Project Ihlplementation 

'rhe execution of the Project v.uuld involve: 

1.	 '!'he Govenunent of Panama. (GOP). 
2.	 An Executiny hjency (EA.). 
3.	 Participating Financial Intenilooiaries (PFIJ. 
4.	 Small Scale Enterprises (SSE). 
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1. Government of PanaJOLl 

GOP hDuld be the rorrower of the USAID loan and the recipient of 
the grant funds. It would be responsible for the repayment of the principle 
and payment of the interest of the loan. In consultation \'lith USA[I), GOP Hill 
determine, revieh' and amend the scope of activities \'lhich would qualify for 
Project assistance, the terms and conditions for the operation of the LF anti 
the Gl-', the terms and condition for lenuillg by PFIs to SS~, cUlU the criteria 
for the selection of Pl;'Is. 

2. Executiny i\::jency 

'1'he authority anu resp~)nsiblility of the Govenunent for the 
execution of the financial couponents of the Project Hill be delL"gdted to the 
Executing h:Jency accoruing to the terms and conditions definc..>d in the PHOi\G 
beb.,reen the GOP and AID. '1'he Exectuting l\gency (EA) will be the ComisiGn 
Bancaria Nacional, which will be resp8nsible for establishing and 
administrating tHO separate funds (i.e. loan Fund and Guarantee rund). 'ro 
accolilplish this, the EA \lill utilize the services of the JJ;..l11CO Nacional de 
Panama, to carry out the day to day operations of roth fWlc1s. In this sense 
U18 El.lP ~"ill act purely as "1 Fiduciury NJent rccic..:vinCj specific instructir)ns 
from the EA. The EA will assigned personnel Hithin a special project 
impleli1entation unit to E'I::Jnitor and coordindte the financial coln'tXXlents of the 
project. 

'!'he Project h:Jreement would give authority to the EA to: 

\VithdraH funds from the WAID Project Loan/Grant according to 
the Loan/Grant A]reement. 

Pay the principle and interest of USAID loan .. 

In consultation Hith the l3ankiny COIronission select the PF1s. 

Prepare and siyn the Participation A:.Jreelaent with pels. 

Heimlmrse Ule PFIs its share of participation in loans to SSEs. 

Collect from PFIs repayment of its slare of the loans made by 
PFls and clle accruL>d interest. 

Cancel its share of participation in the loans r'-lade lJy PFls in 
case of violation of the tcnns and conditions of the 
Participation Agre~aent. 

Examine, on a selective basis, individur1l files of lCk-:ins made 
by PFIs for aclllerence to the terms and conditions of 
Participation Agree~ent. 

Cancel the Participation Agreel:lent with PFIs in cases of 
repeQted violations of the AJreement. 
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Establish, if necessary, the maximwn arrount of lending 
operation under the Project by individual Pli'Is. 

In case of default by PPls, take all necessary action for the 
recovery of its funds. 

Establish the guarantee premium. 

In case of default by an SSE reimburse the PFI the guaranteed 
anount. 

1·1aintain records of all loans made by PPIs and all guarantees 
issued. 

In consultation Hith the Govenunent invest all surplus funds 
in safe and attractive short term financial instruments. 

Of these functions, tl1G follaving routine olJeratio11al acitivites 
will be carried out by the BNPi 

Hithdra\". funds from the AlD pruject IOc-m/grilnt according tu 

the loan/grant agreement. 

Pay tl1e principle and interest of AID loan. 

Heimburse the PPls the agreed upon Participation in loans to 
SSEs. 

Collect from PFls repayment of tl1e loans and accrued interest. 

11a.intain duplicate records of all loans and guarantees made 
and issued by the Pl?Is. 

The SUP in managing tl1e day to day operations of the LF and the GF 
acts Q1 the behalf of the FA and on the account of the FA. Its services are 
paid for from the income of tile LF. Although the sound and efficient 
management of the funds is instrumental in the successful implementation of 
the project, the BNP is not liable for any losses incurred by the LF or Glt' 
except where, according to a'1 independent authority, its mismanagement has 
been the cause for the loss. 

3. Participating Fina~cia.l Intermediaries 

PFIs are the bank& and savings and credit cooperatives legally 
established in Panama. Any financial institutions \vhich expresses interest 
and are in gcxx1 standing with tl1e Banking Ca:urlission and FEDPA \'Iould, in 
principle, be eligible for participation in the project. Activities to be 
financed, beneficiaries, terms and conditions for reimbursement from .tl1e IF 
and Glt', tenns and conditions for on-lending to SGEs, would be the subject of a 
Participation AJreeIiler1t between EA and PfIs. '.11'1e Participation hJreeJllt:mt 
yK)uld, amony others, specify elegible SSE barra/ers, maximwn arrount of loans, 
methcx1 of reimburseIiler1t frOlll LF, rnetl100 of reimbursement frOr:l ill' for bad 

-4



debts, maturity and grace period of loans to SSEs, method of payment of 
principle and interest to FA, awninistrative and legal steps to be taken by 
PFIs in cases of default by SSEs, cost of n'Oney to PFIs from LF, percentage of 
loans eligible for guarantee f>..1d the prelnium to be charged, and lraximwa rate 
of interest chargeable by PFIs. 

rrhe Pl"Is are tlle lenders to SSEs. '{'hey are encouraged to llUl~e 

mediwn term loans for acquisition of fixed assets and for pennanent Horking 
capi tal because the LF \-Jill participate in half of the loun Ll.!,'Ount and the GF 
\/ill guarantee tms of the uncollatoralized portion of the loan. In the case 
of PFls \"ith a slnall current account and savinys accowlt ueposits tlle rdte of 
interest charge<.1 by the EA should be a further incentive. 

';he approval or rejection of loan n .. .:'<..IUests by SSt:s is th...
prerogative of PFIs and there she111 be no outside inter rerence. Upon the 
disbursement of the loon, according to the Loan h]reeI.lent between Pl"Is and 
SSEs, the P~'Is are entitled to reirubursement frolil the EA and the LF a maximwn 
of 50~ of the disbursed aIOClunt. It is asswned that the loans 1:1f-:lde for which 
reimbursement is requested are in conformity with the provisions of Ul(~ 

Participation {I.Ljreement. 'rhe EA Hill irrunediately credit the account of the 
PFI with the aI~unt reque,sted. 'illcre .,,,ill be 110 revirJ\J or tl12 lr.>m t"i.:.>(lues:':cd. 
by the EA. PFIs asswne all the risk a!1d are resp:msible for U1e payment of 
the principle and interest according to the loon agreement to U1C r::'A. PFls 
are also entitled to automatic guarantee by tl1e GF of '/0% of the 
uncollatoralized amount of the loan. r.rhe PFIs Hill collect from the borro.-Ier 
the guarantee premiwa and irruilediately credit the accow1t of the G1:' with the 
proceeds. The administrative and legal actions to be taken in case of bad 
debts for eligibility for refund from ~le Gl~ is descri~:d in U1e Participation 
Agreement. As is evident from the foregoing the PFls share their o.vn 
resources in the loans made w1der the Project and a13u assume a reasonable 
aJOC>unt of risk. It is expected that the effective cost of r.nney to SSEs, 
exclusive of guarantee, will be about 15~. this \'w'Ould allo.-J a 5 - 6% spread 
for PFIs anrl 7 - 8% spread for the LF. 'l'he large spread for PFIs h'Ould 
compensate the high cost of adlainistration of such loans, provide SOh1e degree 
of self-insurance for Ule 30% exposure, and allow aI1 attrdctive profit. r!'he 
inclusion of a one time guaranteee premiwa of 5% up front included in ilie 
loan, assuming average rraturity or 3 years, would increase the cost of money 
to the borro."er to approximately 18~. 'fius may be high. rl'he assLDnption here 
is a 2% annual default on the outstanding balance of guarantees issued. If 
experience proves that the rdte of default is considerably lo.-Jer, the 
guarantee prerniwn \'lOuld be adjusted accordingly and the cost of EDney to the 
SSEs \"ill be reduced. 

4. Beneficiaries (SSEs) 

a. '!'he Loan rUnd, '.renns ami Conditions, Fimmcial Projection 

'1'he Project LF would provide Iil'~iwa term credit for Ule 
acquisition of fixed assets and the pen(l£lnent working capital requirements of 
SSEs enga~ed in all productive, distributive, service aI1d agrObusiness 
activities. r.rhe tenns and conditions of these loans made by PFIs 'dould be as 
follo./s: 
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MaximUIil arrount of loan to an individual of $50,000 

lmimum illiOunt of loan for the expansion of an on-going 
activity will be nonnally 90% of ~le totol required investrr~t. 

Maximum illfDunt of loan tor the establishment of u new 
enterprise will be nOrm:llly 80% of the totol rec-!Uired 
investIaent. 

t-1aximUIil pericxl of the maturity of the loan is 5 years. 

r·1aximwa gr~~e periu:1 is 1 year, except in exceptional 
circlllilStances r.ulli at discretion of the lender is 2 years. 

Effective cost of money to tile borra~er, in no cose to exceed 
LIl.3OR plus 8%. 

'i'he USAID loan of $E1'1. to GOP would be a standard loan Hi til a 
r.aturity of 20 years, repayable in equal installJaents in the 2nd 10 years, 
carrying an interest of 2% in the 1st 10 years and 3% in che 2nd 10 years. 

Assuming thu t: 

'rhe total aID:.." lilt of the loan Hould be disburseU by year' 5 of 
the ProjE:..'<:t. 

A spread of 8% in the 1st 10 years and 7% in the 2nd 10 years 
of tile Project would accrue to the Govenuaent. 

The cost tL' the Project for the manageme."1t of the fund by the 
EA would be about $170,000 annuall::'. 

The Projected deficit in the 1st 2 years of the operation of 
the Project (about $250,000) would be financed from grant 
funds, and, 

All prc,fits in subsequent years Hould have a return of 10%. 

The total arroWlt of loans outstanding at year 10 of the 
Project, the year before the repayment. of the principle of USA!D loan starts, 
would exceed $15l1. ($7.&1. from the LF). From then on it would decline to 
about $11. 6t1. ($5.91,1. fran the LF), anJ after the full repayment of. USAID loan 
the LF W'".Juld have a c..apital of $6.2' 1. 

b. ','he Guarantee rund; Tenus and Conditions, Financial projection 

PmaIna has had no exr..oerience wi th a gtlr"1rantee operation of the 
type designed in the Project. lY:·cause of lack or a track record and the 
uncertainties i.nvolved in this operation very conservative asswnptlons have 
been used. 'l'he inform:ltion collected fro;il the col:J.llercial banks and savings 
and loan cooperatives indical:,:! ,1. much laver rate of defaillt than the one 
applied ..I.n these projections. :.owever, for the reason mentioned alX)vc, but 
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more importantly for the crucial role that the guarantee mechanism is expected 
to play in the expansion of credit to SSEs it is important that the GF be 
anminently sound and successful. Panama is a world bankiI'B center. Unlike 
others LOCs, there is a free fla.v of funds in am out of the country. All 
through the decade of the 70' s danestic cre:lit was far in excess of domestic 
deposits. Therefore, liquidity is not a problem in Panama am ina.ccessibility 
of SSEs to credit is not due to shortage of furds. Probably the most 
important coosideration ccntributiI'B to lack of interest ammg financial 
institutioos in lend.iI'B to SSEs is the fear of the high risks involved in such 
an operation. The 'gmrantee mechanism to a large extent would eliminate this 
fea.r and should gradually encourage the finuncial interma:1iarie:s to use their 
own resOJIces for leans to SSEs. For this reason the GF should be Hell 
capitalized, efficiently managed and capable of sustainin~ larger losses than 
seem to be presently the case. Obviously if in fact the a3sl1I:l,,::Jtion made here 
for the financial projection of the GF prove to be too conservative they would 
be chafBed in due course. 

These assumptioos are: 

The GF is capitalize:l with $1.0 millim of US1\ID grant funds 
over a period of tvJO Yffirs and the OJPli,nCI \·ri.ll triL'1sfer a 
minimwn of $500,OCD from the procee:13 of its liquidatEd leans 
from the Rural Gro.vth and Service Center Project (URBE) and 
the Inte:;rated Develcpment Prcgram for the Urban Poor 
(IIPUP/c) to this canponent duriI'B the first 3 years of the 
project. 

Autanatic gmrantee is issued by the EA for 70-% of i:he 
outstarrliI'B uncollatoralized portion of the loon. 

Guarantee premium would be a one time 5% of the total amount 
of gmrantee collected in advance. WIs Vlould collect the 
premium am credit the account of the EA. 

Averag',;; life of the loon is 3 years. 

Bad debts would be 4.5% of the total amount of gt.arantees 
outstandiI'B per yea.r. 

Return on capital am accumulatoo profits would be 10%. 

Urner these assumpticns the GF would accumulate profits and 
its capi tal am reserve would be about $2.1 mi llim in year 10 of the Project 
and $2.2 million in year 20. 
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31 ASSUMPTIONS 
'. I 
51 500('1 USAID LOAN IN $01210s
 
6\ • 00 EXECUTING AGENCY SPREAD 15-;- 1121 YRS
 
71 • ('17 EXECUTING AGENCY SPREAD LAST 1l:1 YRS
 
81 • 1 RCTUI~:'J ON CAPITAL
 
91 G0Ql A~lOr,'I ZATION OF PRINCIPnL
 

101 USAIL' DISBURSEMeNT SCHEDULE IN $012105 
11 I ,,00 YR 1 
121 1000 YR.::': 
131 1600 YR ~ 

141 1 EO'L) YR. 'I 

151 12'J(' YR. ::, 

IGI 135 EXEC AGeNCY OPERATING EXPENSE 
171 35 ~I I NI ~llJ~l FIXED FEE 
181 .1211 VAQ I1~L13E FEE 
1'31 
201 

2.: I 
2:~IYEARS 2 3 4 5 7 o 'J 10 

241-- ------------------------------------------------------------------------------------------------ 
251 
2GITOTAL PORTFOLIO 00121 20e.0 C,000 9512 12271 12770 13410 14107 148GC 15534 
271NQ. OF LOANS IN 00RTFOLIO 20121 7121121 15012' 221210 270Ql 2'30Ql 3000 3000 3000 ;WI 12\0 
201~vERAGE LOAN AMOUNT 40('10 4000 ~.12I00 43G'3 4545 4404 i,'t 7121 ',71212 .i~955 5231 
231 
3~'j --------------------------------------------------. -----------------------------------._---- _._------ -_. ._---------------
31 ;7JTqL C.A. ~'ORTFOLIO '.00 1 '.IilQl .3 0 ti.'121 480G 5135 G385 G705 7~:::;:: 7433 7047 
::. ...~! :,~:p r:U:"JDJ " ('113 1 '.00 3000 4800 (,000 5000 £.12100 E.00e: £.01210 G000 
331 ~REVIOUS YRS PROFIT 0 121 0 5 13G 385 71215 112153 1433 1[\47 
341 

3S I I 'JCO:-lE 15 72 17£. 313 44E. 519 55:2: 585 E.23 6G5 
2Gi 

37:C(EC. AGENCY EXPENSE 17121 17121 17121 183 19G 199 21<12 20;:' 20'J 213 
1"':'c;:' • -:"11:" l"':'c;o 1 ""':"11:" 
~3.'3: JPi:RATIONAL EXP::::NSE 135 ..... 135 1~::: 135 .~ ..... ..... ... 135 ~ ..... 135
 

"::'c3':1 I ;=EE 35 35 .......... i,8 51 54 57 71 7', 78 
4!Zl1 

':"llr'~OFIT (LOSS) -154 -98 5 1313 250 320 340 301,) 414 451 
421 

~~IC~MULATIVE PROFIT 0 0 b 135 385 705 1053 1 '.33 18't7 2298 
L./t I 

451.·)·~·*-··-··~~*******.*.*~***~**~*********.****~*·~*******************.*******-***~.*.******~.*~****.~.~.~.~~.*~*«*.-**.* 

4CID,1TE::4/11/04 

47!DCCUMENT: DISK 4, LOANI 
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~,

-' , 

61 
7\ 
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101 
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251 
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271ND. ~~ LO~NS IN PORTFOLIO 300"-' 301210 30:2lQl 3000 3iZ1Q1Q1 312100 31210'" 3C00 3QlQlQl 

'::'0, i1VEf,c:C;: LOA:-J AMOUNT 5132 4'395 4723 458£:. 444'3 4311 4173 4035 3835 
':'] : 
3~: ---------------------------------------------------
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:::~. ': 1 Gn~' ~LiND~: 5400 4000 4.-~C";) 3G00 3000 2400 1800 1200 GQl0 0 
.j ..,:. c'Rr- ....'! iJUS YI,5 PRm'IT 2Z~'3Q 2594 30~'0 3/+85 307'3 't.::'74 '.e.G 7 50f,0 5453 584't 
::.... 
':'. ~-:' ~ I ~C(lr·,:::: £.08 E.05 G03 50121 5'38 5'35 5'33 5'30 587 50'. 
2b: 
::7 ~ EXEC. ;:'GENCY EXPENS::: 212 21121 21(:8 205 204 202 200 198 1'36 193 
.3\3! crE"""- I O~.IAL EXPENSS: 135 135 135 135 135 135 135 135 135 135 
3'_' I :=::::~ 77 75 73 71 5'3 57 ~.5 53 61 58 
... (': I .. : I "'~[lt: IT (LOSS) 3'3E. 3'35 335 335 3'3't 3'3'* 3'33 3'32 3'32 3'31 
.~ :...: ;
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.. t .. ~ : 
il~~I~·:·~···*~a'-K.~.** ••**~*«***~*«*~**.+.****+~·*.-~,***~*~.***********~*** •.**~**~.*~,*~*.••¥***.,* .•********~.~.*~~~*.*~.****~.~~ 
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2IPROJECTION$ OF THE GURnNTEE FUND OPERRTION ($000G) 
3r+·~+~~+~++++~+·+++~·~+++++++~·+++++++++++++++++++++++++++++++++++++++++-~-~+++~++++++++++++++++++++++++++++++++++++++++++++++ 

4; ASSUMPTIONS 
51 
.0.1 .70 LOAN PORTFOLIO GUARANTEED 
71 • Ql5 GUARANTEE PREMIUl'l, UPFRONT ON TOTAL INITIAL AMOUNT OF THE LOAN GUARANTEE 
81 BAD DEEtT_ 045 

'31 RETURN ON CAPITAL RND ACCRUED INCOME_ 10 

101 3 YEARS AVERAGE TERM OF LOqN 
1 1 I 1000 GUARRNTEE FUND (RIO GRANT) 
121 500 GURRANTEE FUND (LIQU1DATED LOAN PORTFOLIO -'JRBE/IIPUP-C-) 
131 
14i+++~-++++++++++++·~+++++++++++++++++++++++++++++++++++++++++++++++++++t·++++++++++++++++++++++++++++++++++++++++++++"r++++++ 

1~1 

lGIYEARS 1 2 3 4 5 6 7 8 '3 10 
171 
10lLOnN PORTFOLIO GUARANTEE 560 1960 4200 6728 8590 8901 9387 9874 10406 10986 
131 
2~:PC'TFOLIO INCREASE/DECREASE 'ZI l L,00 2240 2528 IB£'.2 311 486 487 532 580 
21 I 
221REPLACEMENT (1) 
2'51 1 0 187 52'3 985 1'+10 15'35 1434 1641 1719 1775 
2 .. 1 2 0 107 529 '3B5 1410 1595 1434 1641 1719 
2~·1 3 0 187 529 985 1410 15'35 1434 1641 
2blTOTRL or NEW GUARANTEES 560 1587 2'356 4229 L..786 '+301 4924 :5158 5326 5716 
271 
20iCAPITRL POSITION (BOY) 1000 1353 1729 1861 1956 2004 2019 2045 2063 2067 
2'J1 
20iTOTAL INCOME 128 215 321 398 , .. 35 L.. 15 448 462 473 492 
31 I PREMIUM 28 79 ~40 211 23'3 215 246 258 266 285 
221 INTEREST ON CAPITAL 100 135 173 186 196 200 202 204 206 207 
3~' AND PROFITS 
3 .... , 
2~;TOTAL EXPENSE (2)
 
3t" : ['AD DEBT 25 88 189 303 401 422 444 468 494
 
371 
30lNET CASH POSITION (EOY) 103 125 132 95 40 15 25 18 4 -2 
331 
40lNET CAPITAL POSITION ! 103 1473 1861 1956 2019 2045 2063 2067 2065 
41 ! 

421 

431+++++++++++++++++++++++++++++++++++++++++++++++++++ ++++++++++++++++++++++++++++++++++++~++++++++++++++++++++++++++++++~+

44! (1) Thi~ is replacement o~ guaranteed portion or previous years rep~id leans 
4~1 (2) Operating expenses are sub-sumed in Loan Fund oper~ting cost estim~te~. 

451 (3) T~~se p~oJections assume that MICI will provide additional capit31 of $250 in the begining of year 
4-/, :.:. ~rld "1";.:50 irl J~?ar 3 f"t'C'f11 the 1 iquid ...1-:~~ ....... : 1 .8 ..t~inf?S5 LC·t3y: P""'c~\'''urn. 

-,_,ti\;.,:·t. .. ): ::-lqUl ?o:..:.. hc.1.VE? 0l2e'~1 t"'C\u"·,:j:£..lci ~-nd in sc.~'e -':\~·~~~~.'r",ce~ .~ill Y"I'':tt tc.t~l.
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41
 
51
 

61
 
71
 

61
 
'91
 

lOI 
til 

121 
131 
141+++T++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++T+++++++++++++++++++++++++++++++++++++++++++++++ 
151 
151YEARS 11 12 13 14 15 16 17 18 19 20 
171 
181LOAN PORTFOLIO GUARANTEE 10766 10492 10205 9919 9S31 9344 9054 8764 8474 81£;2 
131 
~~IPORTFOLIO INCRERSE/DECRERSE -220 -274 -285 -287 -2~8 -287 -29121 -290 -2'30 -293 
:: 1 I 
::2IREPLACEMENT (1) 
::31 1 1905 1727 1711 1685 lS12 1574 1528 1475 1429 13B1 
2 /• r 2 1775 1905 1727 1711 1585 1612 1574 1528 1475 1429 
251 :;; 1719 1775 19fL\5 1727 1711 1585 1612 157~, 1528 1475 
~SITOTHL OF NEW GURRANTEES 5180 5133 5057 4836 ~.721 4564 4424 4287 4142 3'392 
271 
2GIC~PITAL POSITION CBOV) 2055 2046 2035 2032 2031 2037 2049 206B 2094 2130 
::31 
'<::' I TOTAL INCOME 465 461 455 445 439 433 4::5 421 417 413 
~l I PREMIUM 25'3 257 253 242 236 229 221 214 207 2Q.0 
021 INTEREST eN C~PITAL 206 205 204 203 203 204 205 207 209 213 
331 AND PROFITS 
341 
3:,jI,OTAL EX;:'ENSE (2) 
:;Ct [-AD DE:i:<T 484 472 45'3 4l,6 433 420 407 3'34 381 368 
371 
ZBIN::, CASH POS1TION (EOY) -19 -11 -3 -1 G 12 1'3 27 35 44 
oS l 
.;) I :-':ET CAP:TRL POSITION 204G 2035 2032 2031 2037 204'3 20G8 20'34 2130 2174 
411 
.21 
.31+++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++~++++++++++++++++++++++++++++++ 

44\ (1) This is r~placement of guaral~t~ed portion of previous years repaid loans 
~51 (2) Op~r~ting expcn$es are 5ub-~~~~d in Loan Fund operating cost estimates• 
•SI (3) Th~~e prOjections aDsum~ that MICI wi:; provide additional c~pital of $2~0 in the begining o~ year 
~71 2 and S2~0 in year 3 from the liquida~ho MICI Small Business Loan ProDram. 
~GINot2: Figur2S have b~en rou~d~d ~nd in ~omc il~stanc~- will not total. 
\3IDATE ~~EPRRED: 8/20/8 4 
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(lX)C. 4068P) 
INS"I'I'I'UTIONAL ANALYSIS 

'l'he Republic of Panama has expanded in a ?~riod of 12 years into an 
intenlational finance center, Hi th 121 banks representing 30 natiolS 
throughout the \World. 'i'his section provides a general overview of the 
financial system in Pa'1ar.'a, describing the banking environment, roles and 
relationship of the various financial institutions. 

A. Structure of the Financial S'ystera 

'l'he financial systeIll in Panama is coraprised of COlffil1ercial banks, 
I:ortgage banks, developIl1ent financial institutions, savings and credit 
cooperative unions, and financieras. 

Panama does not have a central bank. 'rhe National Bank ing 
Corrnnission created in 1970 as an agency of the 11inistry of PlaIming and 
Economic Policy, has two objectives: insure that the soundness and efficiency 
of the systera is naintained, and to strengthen iU1d pr01rote the proper 
conditions for the development of Panama as an international financial center. 

'I'he BcU1CO l..acicnal de Panama, a \-Iholly OYr.led autonOll"DUS llgency of 
the govern@ent, is the largest domestic lx~ in Panama. It Ol)8rates as a 
cornraercial bank and serves as the principle depository of the government. 
I3NP operates the clearing operations for the banking system and acts as the 
supplier of paper. rroney (U.S. dollars) to the banks operating in Panama. 

1. The Colrunercial Banking System 

a. General 

Because of its central geographic location and favorable 
banking laws PiIDcuna has developed rapidly into a major banking center of the 
world. 'l'here are 111 COliUnercial ban}~s in Panama, HOSt. of which are branches 
of major international banks, 2 are publicly CMI1ed, 67 are general licensed 
banks that can engage in offshore as well as domestic ban.1dng, and 42 are 
international banks allowed to engage in business only outside of Panama. 
'J.'here are an additional 12 representative offices. A.lmost all the major banks 
of the Horld have a presence in Panama. 'I'he unit of exchange in Panama is the 
U.S. dollar. Panana iffipJses no restictiollS 011 thc; inflcM and outflow of 
money. The growth of the banking system in PllnaJiB lnt; been very rapid both in 
nurflber of ban}~s and in assets. Between 1978 and ) 983 t.he tot-.ll assets of tl1e 
b:mking system increased from $22.7 billion to $41 billion. Obviously I the 
bulk of the activity of the banks is outside PanarW"1. In llicemL~r 1981 out of a 
total loan portfolio of $25 billion, $3.5 billion, 14 percent was in local 
loans. 

b. The Pole of t.1-}e t1ajor Banks 

'!'he bulk of domestic bank loans is extended by 8 banKS 
\'Jhich in 1980 through 1983 had about 63% of the market against the other 60 
banks providing 37%. 



'l'ABl£ 1 

SHARE OF THE c:x:M"1ERCIAL BANKS WI'l'H CXJlSTANDING LOAN BAlANCES OF MJRE 'l'HAN 
$100 MILLION IN 'lOl'AL ID'1ESTIC LOAN I:-ORl'EOLIO OF 'l'I-ili BANKING SYS'l'El-l 

(Millions of dollars) 

1980 1981 1983 

1) I3t~p 408 648 877 
2) Chase !1anhattan 344 350 372 
3) Bank of America 215 248 214 
4) Citibank 213 243 224 
5) Banco de Santander 120 123 95 
6) Banco Exterior III 153 186 
7) Banco Fiduciario 102 107 152 
8) Banco de Colombia 93 101 104 

rI.tJrAL	 1,606 1,973 2,224 

'l'tJl'AL liUJ.'lKlt-Ki 8'flJ'.i't.H	 2,500 3,130 3,52';l 

Source:	 Peat, l/Jan...ick, Hi tchell & Co. Balance 13heet of Banks G.!.Jerating in 
Panama. 

Hi th the exception of the BlW which is owned. by the 
Government of Panama and carries the largest loan portfolio (16*, 21% and 24% 
in 1980, 1981 and 1903 respectively), all the other major banks are foreign 
ONl1ed. 

c. Recourse to Foreign Savings 

Because of the absence of restrictions in the JfOVer.lent of 
capital, the u.s. dollar being the currency of the country and foreign 
deposits being substantially JOC)re than foreign loans, Panama is in the 
enviable position of easy access to forei~l savings for d~nestic loans. In 
the five years of 1979 to 1983 foreign dep::>sits \...ere ubout 40% to 80% higher 
than foreign credits. (Appendix 4) Conversly, in the eleven year period of 
1970 to 1980 domestic credit was in every year in excess of domestic 
deposits. (Appendix 5) 

In 1975 the relationship was $1,525 million of credit 
against $850 million of dep::>sits or credit being 79 percent in excess of 
deposits. In 1981 and 1982 for the first time the outstamliny balance of 
domestic credit \vas slightly less than domestic deposits. Preliminary figures 
for 1903 indicate the reversal to dOlnestic credit exceeding d~nestic deposits 
by 5 percent. 
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The public sector has availed itself to a much larger 
extent of foreign deposits particularly from 1974 onwards. However the 
utilization of foreign funds by the private sector hus also been very 
significant folla-ling the pattern of the relationship of total credit to total 
deposits. In the 1973 to 1975 period, domestic private credit \'Ias over 60 
percent more than domestic private deposits (in 1974, credit $1232 million, 
deposit $728 million). Only in 1980 the situation \'Ias reversed and in 1982 
domestic credit Has only 4/5 of domestic de[XJsits. 'l'his development reflects 
the recession in the economy of Panama and weak demand. \Jhile dep::)Sits 
continued to increase there \las not a corresponding increase in credit. In 
December 1982 private dCfOsit Has 45!-6 higiler than Deceinber 1980, but domestic 
credit registered an increuse of only 24 percent. 

'.L'he annual growth of domestic credit in ParuUila Has over 
32 percent from 1970 to 1974. It dropped to 13 lJercent in 1975 and declined 
to 4 percent in 1978 when it started increasing again gradually to 24 
percent in 1981. The increase in 1982 and 1983 Has 6.5 and 5.4 percent. 
(Table 2) 
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'l7\BLE 2 

BAIJ>.NCE OF OUlSTANDING CREDIT '10 '1'HE PRIVA'l'£ S~R BY'1'HE CXM>lERCIAL BANKS
 
ACO)RJ)ING 'ro EO'Jl:UlIC ACfIVITIES 1970-1982
 

(Milli01S of dollars)
 

Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

'Ibtal 420 563 766 1,026 1,3')2 1,525 1,628 1,766 1,843 2,133 2,531 3,146 3,351 3,533 

Agriculture 37 65 80 97 119 III 120 133 145 162 206 217 216 

Industry 32 45 46 89 126 133 137 185 214 265 283 263 264 

lb.Ising 40 56 99 143 232 288 292 336 353 421 466 513 552 617 

CcnstruetiO:1 16 33 21 42 56 83 78 73 64 67 97 147 151 164 

Camuerce 239 295 410 572 599 513 551 570 612 752 953 1197 1225 1146 

Put-lic Entities 12 30 52 55 120 236 340 401 365 351 391 572 700 882 

Others 44 61 74 88 159 160 123 129 131 183 197 228 243 244 

Source: Natiooa1 Bunking Cc!;nission 
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d. Sectorial Distribution of credit 

The major fOrtion of domestic credit in Panillna is 
allocated to Colrunerce. However, its share \'lhich from 1970 to 1973 \'las about 
55 percent has declined significantly and has been about 38 percent in the 
last feH years .. !busing emd construction assumed greater im,[X>rtance with a 
rise from 13 percent of total credit in 1970 to 24 percent in 1975. In the 
last few years it has reh"ained steady at about 22 percent. All tlrrou9h the 
perioo of 1970 to 1982 the share for agriculture has reHlained constant at 
about 7 percent. Domestic credit for industry declined from 7 percent to 4 
percent between 1970 illld 1973. It rose to 10 percent in 1980 and has been on 
the decline a.gain to 9, and 8 and 7 percent in 1981, 1982 ~Uld 1983. Eight 
colamercial l.xmks provided alIrost all credit for agriculture and the bulk of 
credit to industry (4 bc"1r1'<s predo.uinate, reference to 8 banks is Il"-lde bemuse 
available information is consolidated in the 8 largest banks). In 1982 while 
their sharp. of the total outstanding credit was 63 percent, they provided 
over 90 percent of the credit to agriculture and 77 percent of the credit to 
industry. Their share in housing, construction anu coliUilercial credit over the 
perial of 1977 to 1982 has declined significantly. 

rl'hi~; developll1ent Cdn be m:plainL>d by the fact that new 
banks shy away from credit to industry illld agriculture and concentrate on 
housing, construction and loans for colrunerce. Unfortw1ately, infonration is 
not available on the extent collunercial banks engage in developlleIlt finance be 
it a new ·pansion or replacement or an ongoing enterprise.venture or m..
EstiHates provided by the very im};X)rtant banks suggest tl1at in the case of one 
in 1982 loans with rraturity of [{ore than one year was about $140 million and 
in the case of the other about $155 raillion. In the case of the latter, it is 
reportE..>U that loans of maturity of Irore than five years \vas ~~13 I.lillion, $33 
million and $28 nillion in 1980, 1981 and 1982 respectively. A third bank 
reports loans \'lith rraturity of !Lore than one year of $65 million and of !OC>re 
than 3 years of $40 million. 

-5



TABLE 3
 

PARrICIPATION OP 8 PlUNCIPLE BANKS IN 'l'HE BAIANCE OP OUTSTANDING CREDIT OF 'l'HE CXl.fJ'.ERCIAL BANKS
 
ACOJRDING TO 11AJOR ECDNa-1IC ACfIVITIES, 1977 - 1982 

(i·1illions of D:::>11ars) 

1977 1989 1979 1980 1981 Sept. 1982 
B.S. 8 Banks ~.S. 8 Banks B.S. 8 Banks B.S. 8 Banks B.S. 8 Bank~· B.S. 8 Banks 

Total 1,766 1,188 1,843 1,245 2,133 1,413 2,531 1,609 3,146 1,980 3,328 2,092 

Agriculture 120 119 133 122 145 133 162 152 206 IUS 213 193 

Industry 137 102 185 139 214 164 265 193 283 224 272 209 

Housing 336 161 353 158 421 198 466 210 513 220 591 220 

c....'"'!1 s truction 73 55 64 47 67 46 97 50 147 79 157 85 

Commerce 570 384 612 418 752 466 953 555 1,197 634 1,221 684 

Others 530 367 496 361 534 406 588 449 800 635 875 701 

Source:	 National Banking CoIilmission 
B.S.= Banking System 
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2. Specialized Financial Institutions For revelopment Credit 

Outside the commercial barll;.ing system, there are in Panama 
four institutions, t.hree public and one private, Hhich are engaged in medium 
and long term lending to Iilill1ufacturing industries and agriculture. 'I'hese are 
Corporacion Financiera Nacional (OOJ:'INA), Desarrollo Industrial, S.A. (DlGA), 
Banca Il.dustrial the industrial lending department of Banco Hacional de 
Pt~ama, and the Agricultural Development Bank (Banco de Desarrollo 
Agropecuario-BDA). 

a. CXJI?IHA 

\VilOlly Government a.med, \v'o.s established in 1975 to 
perform the nOrIllill functions of a developraent bank. lbv'ever, unfortwIately, 
it has fallen on bad days, lIaS a bad reputation in the banldng amI business 
corrummity, and seeks its salvation in writing off its bad loans and 
restructuring the bank so that the private sector would be the llliljor 
shareholders. 

OOFINA has suffered from change of management; 4 in 7 
years, excessive turnover of its senior staff (of tl1e 26 senior technical 
staff, 6 \·,rith the longest service have been Hith COflNA for 23 months and 9 
"lith shortest service for 12 ronths), poor project evaluation, inadequate 
project supervision, and lrost serious of all extension of credit based on 
politiecll considerations. 

CDFIl'U\ is not irrunune to accusations of outright 
favori tism cu. ~ corruption. The constitution of OJFlNA allows for 8 &Jard 
members apfOinted by the President of the Republic. '!'he majority of Board 
members have come from the private sector. '!'he public sector has been 
represented by the l1inister of Corrunerce and Industry and the General l'1anager 
of BHP 

'!he operating policy approved by the Poard allowed for 
maximum exposure of $4 million or 20% of capital and reserves to one client 
inclusive of guarantees and equity: up to 70~ financing of total project cost 
and in no case hore than 80%; equity participation in an enterprise up to 20% 
and in all not to exceed 7:>% of capital an<1 reserves; furtherrrore c-oquity 
participation in an enterprise not to exceed 25% of that companies capital 
stoc.1<s and finally OJFINA' s debts, inclusive of guarantees, \'l'oul<1 not exceed 5 
tilaes its capital and reserves 

OJFINA was to concentrate on financing the Heeds of 
rnediwn and large manufacturing industries. It \Iould in the first instance 
provide finance for fixed capital ill1d invite ~1e co~nercial banks for the 
provision of working capital. 'l'he rate of interest charged by COFIHA has been 
13% plus 1% management fee. 

'!'he h1ajor sources of funds for COFINA have been the
 
GovenlTnent, ~rrough armual budgetary allocation;;, and the World Bank. USA!D
 
ill1d corrnnercial banks have alf"'::> participated to u. lesser extent. By December
 
1983 the capital and reserves of OJFINA had dropped from $27 million in June
 
1982 to $14.7 million. In ~1e Sillne pericxi loons outstanding $69 million to
 
$34 million. 'rotal ar:oWlt borrcMed from the Horl<1 Bank \'l'as $35 million.
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As is evident from the figures there has been a sharp 
decline in COFINA's activity and equity since 1982. Compared to 1981 in \'/hich 
69 loans for a total aIOCllUlt of $36 million were approved, in the first half of 
1982 only 22 loans for $7 were approved. \Jhile at the end of 1980 OOFINA's 
equity participation \'laS $~.2 million, it only increased by $468,000 in the 
following two years (excluding a very large equity participation in 
Petrotermlnal de Panama, S.A.). 

The average size of OOFINA loans dropped sharply from 
over $400,000 in 1978 to about $150,000 in 1980. COFINA's net profit which in 
1980 \'laS $1.9 million declined to $58,000 in 1981. ~or 1983 OOFINA reports a 
profit of $42,000. 

At present OOFINA is out of funds. Of the second World 
Bank loan of $20 million, $13 million &"Las already been disbursed and the rest 
is conunitted. The Government which provided COFINA \'/ith $2 million last year, 
has not allocated anything for this year. mFlNA did not make any loans in 
1983 except for very small loans in the range of $125,000 funded from a USA!D 
loan. 

In these circwnstances the (,;QP is seeking the solution to 
O)lHl-lA I S problems in the establishment of a new entity I BINGA. Initial::"y 
BINSA \'/ould have a capital of $30 milHon, $10 million of which \'/ould be in 
COmroc>rl stocks wi til voting rights. 'Ihe rna.jcrity of the shares of BINSA Hould 
be owned by private Panarna.nian banking and insurance col&1panies (30~) and 
intematiooal financial institutions such as IFC, Dill, the Injustrial Bank of 
Japan (30%). COFINA's participation \'/ould be 40%. At present ())FI1:m. is 
carrying on with minirna.l activity. It is reported that so far the reception 
to BIHSA has not been very enthusiastic. As for its contribution to 
develol?Irent in Panalna any jUdgement at this time would be prerr.ature. 

b. Industrial Bank 

'!'his bank finances srna.ll and medium size industries. Out 
of 384 loans rna.de to date 275 (72 percent) and out of $32 million lent $28 
million (oo percent) are with rna.turities of over three years. Generally 
repayment extends to 7 or 8 years and contrary to the practice of the 
COIlUnercial banks \'/hich apply a fluctuating rate of interest based on LIBOR, 
InduQtrial Bank charges a fixed rate of interest. 

Technical, economic and financial reviews of projects is 
carried out internally by the technical staff of the bank. Fbtlever, the 
approach of the bank is far reflOved from the development financing approach. 
All loans are highly secured against other assets of the borrower. 

It was reported that at present the bank has in the
 
pipeline about /0 applications representing $2 million in loan requests.
 
Average size of loan is about $350,000 and the maximum $800,000.
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Inter American D:!velopment BanJ~ (IDB) has been the major 
source of funds for ~1e Industrial Bruru~. TIle relationffi1ip st?rted in 1964 
with a loan of $1 million, three subsequent loons of $ 5 million, $3 Inilliol1, 
and $12 million Here granted in 1973, 1976 and 1980. '1'11e fifili rUB loan fo"(' 
$15 million was signed in 1983. IDB funds would represent about 60 percent of 
the loans to be made by the Industrial Bank. 

c. UISA 

DISA is a private industrial credit institution founded 
in 1964 by a group of prominent Panamanian businesslnen with an initial paid in 
capital of $1 million. The source of funds for DISA \'las USAID ill"ld US 
1,' >'Y)rt-IrafOrt Be"1I1k. An initial USAID loan of $5.1 million to be repaid in 20 

bearing an interest rate of 2 percent \'las supplemented \'li th a second 
)f $4 million wiili ilie SaIae maturity and 3 percent interest. 'lhe ExIJ!I 
2redit was for $2.5 million. '£Wo striking features of DISA operations 

dl.'~: a) a disprofOrtionatly large portion of UlSA's credit \'las made to its 
major shareholders, b)because of a 9 percent ceiling imposed by the Government 
on ilie rate of interest chargeable by DISA, with ilie increase of interest 
rates on dep:::>sits, DISA instead of mcJdng industrial loans rE.'duc:oo its loan 
lXJrtfolio and fl'.aintaine<1 larger deposits. 

Between June 1980 and 1983, ilie loan portfolio declined 
from $3.4 million to $1. 9 millioo. Cash \'lent up from $3.1 million to $4.a 
million. lDans repayable were reduced from $3.6 million to $1.8 lilillion. In 
the meantiIile stockholders I equity increased from $4 million to $4.6 million. 

DISA \'lishes to become active in industrial lending 
again. '1'he decline in interest rates and the circwnventions of the 9% ceiling 
by various charges (such as management fee, etc.), or alternatively ~1e 
renoval of the 9 percent ceiling on interest chargeable by DISA could make 
industrial lending as profitable as lnaintaining deposits. 

d. DnA 

The Banco de Desarrollo Agropecuario was established in 
1973 by the Government of Panama to centralize all of their agricultural 
credit activities in one aut~1omous instituti~1 under tl1e fOlicy guidance of 
the r.unister of llgriculture. 'l'he Bank was formed to provide crop finance, 
development credit and technical assistance to small and medium size farmers 
and orgill1ized farmer groups(asentarnientos, oooperativas). 

BDA has 30 branch offices in the rural areas and a staff 
of 900 made up of 50 professionals, 350 field technicians illId 50u 
administrative and supfOrt persorme1. This gr.oup serves the 22,000 loans 
\lhich the Banl~ has outstanding, 7,000 of which Here made during 1982 for a 
total of$ 49 million. About 90 percent of BlJA loans are to very small farmers 
ranging from a few hundred to a few thousand dollars for one year. Larger 
loons, ($30,OOO)are made only for livestock with maturity of up to 12 years. 
Interest varies between 11 to 13 percent. 'l'aken in terms of the whole 
agricultural credit lnarket ilie number of loans made by BDA is greater than all 
of ilie private banks together. In dollar terms BDA's share of agricultural 
credit was 23 percent in 1982. In crop finance, BDA's participation 
represents over 50 percent of the funds lent h'l1en sugar cane and bananas are 
excluded. 
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IXlring the middle and late seventies the Bank was used 
extensively by the 11inistry of h]riculture to attain program objectives by 
directing financial resources into priority sectors. A substantial portion 
of its credit facilities were utilized in sUPJ:."'Ort of newly organized fanner 
groups (cooperatives and asentamientos), and in providing working capital 
advances to other state enterprises(state seed company /EliASr~1, e1e state 
agricultural machinery/:aIDEHA, OOAGRO etc. )which sup-ply gocx1s and services to 
the banks' clients. 

By 1982 the Bank had received over 31 million dollars in 
capital contributions (5.6 million in 1982) froln the GOP bringing total equity 
in JWle 1983 to $69 million. The oeler major source of funds of DDA has been 
IDB Hhich has lent BDA a total oE $75.7 million, $45 million of \vhich was 
provided in 1981. 

In the 1983, BDA disbursed $38 Inillion dollars in loans 
(down 23% from 1982), and no capital contribution from the GOP. Efforts \ViII 
conti.nue to increase the individual farmer client base and to strengthen basic 
field services. 

3. Participating Banks 

rI'he Project assumes that the lenders to SSEs will be ele 
corrnnercial banks and the savings and credit cooperatives. In the section 
dealing \'lith financial institutions in Panama the role of coImnercial banks, 
the savings and credit cooperative members of }?EDPA and the financieras is 
described. This section deals briefly with the commercial banks which have 
expressed. a strong interest in participating in this Project. 

Including Banco Nacional de Panarra (BHP), initially six banks 
would participate in the extension of cn...~it to SSEs. rI'hese are, Chase 
Hanhattan Bank, Banco Exterior, Banco del CoInercio, Banco Comercial de Panama 
(l:3.ANCX11l..ill.) and Banco Internacional de Panama (BIPAN). 

It is a reasonable assumption e1at in the initial stage of the 
impleInentation of the Project the participatiion of two Hell established banks 
with a network of branches in the major centers of population and activity 
would have been sufficient for the launching of the Project. It is 
encouraging to have had expression of interest by a m'll.ll larger number, 5 of 
which 11ave fonnally notified. USAID of their agreement to the tenns and 
conditions stipulated. for participation in the operation. 

\lith the exception of BNP Hhich is a public institution, the
 
other 5 banks are privately amed.. Two of the 5, Bancomer and BIPAN are
 
Panamanian, O1ase is a u.s. bank, Exterior is Spanish and Banco del Comercio
 
is Cohnnbian.
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These banks have altcxjether a total of 71 branches (BNP 47, 
O1ase 11, ~terior 8, others 5) in every province and major urban center of 
the CO\U1try. BNP and Chase are, according to their 1983 balance sheets, the 
first and second largest bc"1I1ks in terms of both domestic loans and dep:>sits 
leading the other banks by a very large margin, and Banco Exterior is among 
the ten largest in tenn of domestic defOsits. BHP's domestic loan portfolio 
represents 25 % of the total dOlnestic 10<.,n portfolio. The domestic loan 
portfolio of the other 5 ba..11ks equals $ 6551'1 and represents 18.6 % of the 
total domestic loon portfolio. Of the 5 banks, 4 have been already involved 
in lo-:ms to SSEs on a fairly large scale for an 8xtended. period. BIPAN has 
mJre recently experimentc-d \'lith this type of lending operation on a very 
selective lxlsis. 
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4. Savings and Credit Cooperative Unions 

Federacion de Cooperativas de Ahorros de Panmna 

There are in Panillna 124 savings and credit cooperatives 
tmi011S, 107 of which are affiliated with Federacion de Cooperativas de Ahorros 
y Credito de PanaIna (lt~PA). Of these 107, 24 with a membership of 11,000 are 
open tmions, and 83 wi th a membership of 31,000 are closed tmions. 

TABLE 6 

DISTRIBUTION OF THE FEDEAA'l'ED COOPERATIVAS AND NU.'1BER OE' ASSOCIA'l'ES:
 
BY PROVINCE, 'ro DE:C&\ffiER 31, 1983
 

Province ~ Coops Assoc. Coops. Assoc. 

Panmna. 6 810 GO 20,768 66 2J.,578 
Colon 3 352 3 352 
Los Santos 8 3,782 1 830 9 4,612 
Herrera 3 895 2 310 5 1,205 
Cocle 1 241 3 1,660 4 1,901 
Veraguas 1 330 2 2,550 3 2,880 
Chiriqu~ 3 4,409 12 4,342 15 8,751 
Bocu.5 del 'foro 2 402 2 402 

'IDTAL 24 10,869 83 30,812 107 41,681 

Of all the unions, 66 are in Panama City \'lith another 15 in 
the province of Chiriqui. Open tmions are geographic in nature and accept for 
mernber~hip PeOple in diverse acHvities. 'l'hey are pruuarily located in rural 
areas. l-1ernbership in a closed tmion is usually restricted to employees of a 
particular organization. They are primarily located in urban areas. 

lbney borrowed from credit w1ions is ostensibly used for 
consumption and PUrchase of durable gcx:x.is as \vell as medical care, upgrading 
of houses and construction of neH houses. Ha.vever, all w1ions, closed as well 
as 01)eI1 engage to some small extent in providing l0ill1s for acquisition of 
fixed assets and working capital requirements of slnall scale enterprises. 

In December 1983 the outstill1ding learl l)Qrtfolio of the credit 
tmions stood at $3El1. '!'heir share of capital was $23t·1, loans received $7. 5t1 
and reserves $.U1, Obviously, the major part of loans were financed from share 
capital. However, as the above figures indicate credit w1ions financed a 
significant ~rtion (21%) of their lending operation from l0ill1S irom ltWPA and 
a small amount from colTUnercial banks. 

-14



There is a wide variation in the financial strength and level 
of operation of credit unions with total assets of $4311 in December 1983, 12 
unions \'iith assets of over $lH accOlU1ted for $28>1 in assets or over 60 percent 
of the total. 39 unions with assets of less them $100,000 accounted for $1. 1M 
or 4 percent of the total assets. 

Each credit union has its own constitution and rules and 
regulations for its lending operations Le. the amount loaned to a. r,1ember, the 
ceiling for loans, maturity, rate of interest, distribution of profits etc. 
frhe differences are significant. For example the interest charged can vary 
bebleen 1% and 2% per rronth on olltstanding balances. However, by and large 
the aI10unt of the loan does not exceed 5 times the value of shares held by 
the borrower, maturity is 24 to 30 months, interest charged is 13.5% and 10% 
of the loan received should be invested in new shares. 

It would seem that in the last fe~l years the Credit Unions 
have had an upsurge of activities as indicated in the following figures. 
Between 1982 and 1983 meJi1bership in FEDPA increased by 9 froli1 98 to 107, 
shareholding in FEDPA increased by $538,000 from $2.a1 to $3.311~ nwnber of 
members increased by 2,464 from 39,217 to 41,681; and accwnulated loans 
increased by $32.5['1 from $189.6 to ~~222.1. 

TABLE 7 

FEDrnACION DE COOPERA'l'IVAS DE AHORROS Y CREDI'lD DE PANNvlA, R. L.
 
XXIII J1S"R1Bl£A ANUAL
 

DFSARROI..J.D DE LA F'EDERACION
 

Detail 1982 1983 Increase % 

Affiliated Goops. 98 107 9 9.2 
1-1ernbership fee (shares) 
of Coops. in the 
Federation 2,789,856.92 3,328,197.36 538,340.44 19. 

Accumulated loans 
from r'ederation to 
Goops. 54,614,421.89 60,840,565.49 6,226,143.60 11.4 

Nwnber of mer.lbers 
of affiliated Coops. 39,217 41,681 2,464 6.3 

Shares & savings 
of Affiliated Coops. 27,594,967.32 32,312,854.94 4,717,887.62 17.1 

Accumulated loans 
of Affiliated Coops. 189,584,370.00 222,116,727.59 32,532,357.59 17.2 
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In 1983 about 70 percent of the loans made wer:e for 7 major 
activities. In order of their importance these \lere: rent and housing 
improve..ments 32%, installment purchase 10%, persooal car-9%, travel, Wedding, 
and vacation-7%, medical services 5.6%, educational-4% and working 
capital-3.2%. 

SUlJervision of ~1e cooperatives is the responsibility of El 
Instituto Panalileno AutonoHlO Cooperativo (IPACXXJP) a state agency created in 
July 1980. IPA(ll)P has a Board of Directors of 4 ministers and 3 
representatives from cooperative federations with the Minister of Planning as 
the Chairman. IPAO.X)Ps primary responsibility is the regulation of individual 
cooperatives, but it also is charged wi th the provision of technical 
assistance and training in the areas of leja1 assistance, aUditing, 
accounting, budget, program development and other institution building 
activities. 

FEDPA is the federation of 107 credit unions. It is governed 
by a Board of 9 members, one elected by the credit unions of each province. 
'.£'he Board appoints the General l·1anager of FEDPA. r"'EDPA was established 23 
years ago (1961). 

FEDPA maximum loan to a credit worthly member is 3 times its 
net work (capital and reserves). '.£'hese funds are also used by credi t unions 
for agriCUltural loans, fixed assets in small business and working capital. 
FEDPA loans for agriculture and small business have a maturity of 54 Ilonths, 
and for working capital 42 Ioc>nths. '.£'he rate of interest charged is 10.5 
percent. l'WPA' s reserves equal 3% of the total balance of its loans. 'lhe law 
provides that of FEPDA's profits 35% should be allocated to reserves and 65% 
can be distributed. '.£'he largest arrount of a loan made by FEDPA ws $1.511 and 
the smallest $750,000 

FEDPA's resources consist of 5% of the shares of the merriber 
credit unions, additional 5% in shares of the a.roc>Ul1t credit unions borra", from 
FEDPA as well as long terms loans from AID, O)IAC and Banco de llisarrollo 
Agropecuario (linA). r1IDPA loans froln these organizations were $1. ~1, $3l-1 and 
$2.11-1 respectively. FEDPA has also borrowed a few hundred thousand dollars on 
a short tern basis from ooIrunercial banks. In ~cember 1983 the outstanding 
balance of loans payable \;,as $4.3l'1. 

FlIDPA had 19 applications for loans in 1983 from 15 members 
Cooperatives for the total auount of $3.56 H. \-lith the exception of one 
application that was pending at the end of the year, the rest adding up to 
$3.51, were approved. FEDPA's disbursements of loans in 1983 was $6.2M. 

-16



'l'he following table gives the number aIlX)unt and ~ual change 
in approved loans from 1965 to 1983. 

'l'ABill 8 

NUMBER, .AH~)U ~ .., AND ANNUAL PEHcurrAGE CHANGE Ol!' Wl\NS
 
APP1~VED BY 'ITHE: CREDI'11 cn'~"lIrp1'E£
 

F1~1 1965 - 1983
 

Year Number of Loans Aroc>unt Annual 

1965 2 1,500.00 
1966 6 27,400.00 1,726.7 
1967 8 28,500.00 4.0 
1968 12 56,100.00 96.8 
1969 17 95,295.00 69.9 
1970 14 101,809.00 6.8 
1971 29 1,197,750.00 1,076.5 
1972 19 745,430.00 { 37.8} 
1973 14 773,871.00 3.8 
1974 24 1,282,550.00 65.7 
1975 21 2,958,210.56 130.7 
1976 14 2,346,407.20 (20.70 
1977 21 2,288,260.13 ( 2.5) 
1978 19 3,632,305.00 58.7 
1979 29 5,642,914.00 55.4 
1980 24 3,658,454.00 (35.2) 
1981 16 4,853,350.00 32.7 
1982 14 3,119,.157.00 (35.7) 
1983 15 3,510,317.00 12.5 

Source: r~PA Annual Report 1983. 

In Lecewber 1983 the total assets of r1IDPA \VclS $9.45l1 of which 
$7.46l1 was loans to credit unions. FEDPA IS capital and undistributed profits 
in LecerJber 1983 \VclS $3.7I-1. 

5. Financieras 

Financieras are financial instituitons tl1at specialize 
primarily in small conswner loans to salaried individuals, !tOstly government 
employees. At present there are 94 financieras in Panarna; 76 in PanaIila City 
and 18 in the interior. Of these 6 financieras belong to bunks and are 
primarily engaged in the financing of the purchase of cars. Some financieras 
belong to a group of manufacturing establishments and lnake loans to tile staff 
of those COJJpanies. 

\.' \ 
r \ 
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HICI issues the licence for the establishment of financieras 
and supervises tlleir activities. Licence is issued to any applicant of good 
character able to fOC)bilize a minimwn capital of $50,000. Except for one 
financiera \'lith capital of $Jl1 the majority of them have a capital of $100,000 
to $300,000. Besides the capital and undistributed profits the major source 
of funds for financieras is money borrowed from tl1e ba11ks. 'I'he cost of money 
from banks varies be~ween 13 1/2% to 16%. Financieras are not allowed to take 
deposits. 

The laH regulates the rnaximwn arrount pennissible for lending 
to an individual and the maximum interest and colmnission tl1at can be charged. 
Amortization should not exceed 35% of monthly salary, interest no more than 1 
1/2% per rronth and corrnnission 5%. Since tlle interest and cormnission are 
charged up front, the cost of looney to tl1e borra'/er is exhorbitant. Following 
examples are typical of lending trilllsactions of financieras. 

a. Total obligation of Client $2,692.44 

Interest 807.82 
CoHunission 5% 134.62 
Amount received by Client 1,750.00 
Payments: 74.79 every two weeks in 18 months 
Effective rate of interest: 35% 

b. Total obligation of· Client 270.24 

Interest 56.73 
Cormnission: 5% 13.51 
Arrount received by Client 200.00 

Payments: $11.26 every two weeks in 12 months 
Effective rate of interest: 26%. 

r.£'he following two tables present the balilllce sheets and profi t 
and loss stateJnents of 3 representative financieras, large, mediwn and small 
as presented to MICI. 
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TABLE 9
 

Enterprise large (13/.) 11ediurn (13/.) Small (13/.) 

Assets 
Cash 
loans and Accounts Receivable 

24,473 
5,797,632 

4,127 
792,335 

77,607 
344,623 

less: 
Interest 
Loans receivable, net 
Interest and Accounts 
receivable, others 

IDans and Account::; receivable, 
net 

2,465,530 
3,332,102 

402,801 

3,734,903 

282,100 
510,235 

11,446 

521,681 

39,389 
305,234 

305,234 

Expenses paid in advance 
Investments 
Building, furniture, erquipment 

and improvements 

26,952 
56,936 

174,398 

382 

19,088 

25,269 

20,443 

less: 
Accmnu1ated ~preciation 

Building, furniture, equipment 
and improvements, net 

88,884 

85,514 

4,577 

14,511 

8,753 

11,690 

other assets 
'rofAL A:JSEill 

11,229 
3,943,007 

2,4071 
543,108 

2,423 
422,313 

Liabilities and Net \'lork of Stockholders Equity 

Liabilities 
Cb1igations to banks 
Accumulated Accounts and expenses 
payable 

Income 'I'ax payable 
'TOTAL LIABILITIES 

47,551 

3,218,820 

3,266,371 

286,974 

51,649 
19,860 

358,483 

101,617 

101,617 

Stockholders Equity 
Paid in Capital 
Lean to Stockholder 
Retained Earnings 
'lUI'AL OF S:~<H::>LDERS I ECUITY 
'rorAL LIABILI'fIES A1.ID 

S'roL"""KHOLDERS I EQJITY 

500,000 

176,636 
676,636 

3,943,007 

120,000 
(25,000) 

89,625 
184,625 

543,108 

50,000 

270,696 
320,696 

422,313 

lbtes:	 1) 'l'he size of the enterprise is related to pai.d in capital. 
2) In each colmnn information related to one (1) enterprise is 
presentErl. 
3) There are errors in the original balance sheets submitted by IHCI. 

Source:	 Direcciqn de m-npresas Financieras, DirecciGn Haciolli.\l de Finanzas, 
ltinisterio de Gomercio e Industrias. 
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Table 10
 

PROFIT AND LOSS STATEH1~.'/r OJ? 3 FlNANCIERAS
 

1982 

Ehterprise Ehterprise Enterprise 
large ~ium small 

INcn1E 
Interest Inoaae, loans 1,640,989 209,082 130,620 
Fees and Conmussions-loans 251,730 26,464 35,046 
Other Income 5,595 20,074 1,046 

'rorAL INCXl1E	 1,894,314 255,620 166,712 

Cost of <:peration: 
Interest 545,526 41,178 2,101 
Bad r.ebts 83;894 5,379 1,656 
Operational Administrative 
Expenses 1,097,440 98,353 121,682 
~preciation 

and Aroc>rtization	 16,205 1,632 2,333 

'lUI'AL OPERA'rIONAL EXPtNSES	 1,743,065 146,542 127,772 

Profits	 before Taxes 155,249 109,078 38,940 

Less: 
Income Tax 51,862 31,151 8,683 

Net Profit	 103,387 77,927 30,257 

Profits undistributed at the 73,249 56,144 260,439 
beginning of year 

Less: 
Dividends 44,446 20,000 

Profits undistributed at the 
end of the year 176,636 89,625 270,696 

Notes:	 1) 'Ihe size of the enterprise is related to piid capital. 
2) In each coltnnn information related to one (1) enterprise is 
presented. 
3) 'Ihere are errors in the original balance sheets submitted by rUeI. 

Source:	 Direcciqn de :Empresas :r'inancieras, Direcciqn Nacional de Finanzas, 
Ministerio de Comercio e Industrias. 

The follCMing tables ar8 the balance sheet and profi t and loss 
statement of all financieras in PillKlloa . 
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'i'A!3LE 11 

MINISTERIO DE CCMERCIO E INDUSTRIAS
 
DlRECCION NACIUJAL DE :r'INAN~
 

CONSOLlDA.TED BAlANCE SHEE."l' eE' E'INANCIERAS
 
(In Balboas)
 

Assets 1979 1980 1981 1982 

Cash 6,478,380 6,713,114 7,044,913 3,796,420 
lDans & 

Accounts Heceivable 51,602,225 66,897,110 70,547,508 78,219,342 
Investments 7,496,747 6,478,040 6,161,017 5,182,776 
Building, Furniture 

& Equipment 1,907,019 3,955,587 3,271,154 6,350,497 
other Assets 5,107,092 6,710,553 4,150,308 4,572,174 

'ltYl'AL ASSErS 72,591,463 90,754,404 91,624,900 98,121,199 

Liabilities fu!d Stockholder's 
Equity 

Loan payable 43,328,524 51,209,378 49,911,007 46,442,957 
Account Payable and 

Accumulated Expenses 8,667,889 12,713,217 9,792,708 21,548,402 
other ~abilities 5,191,~a5 8,445,791 9,934,359 5,300,329 

TOTAL LJABILITIES 57,187,618 72,368,386 69,638,074 73,291,688 

Paid in Capital 10,530,521 13,110,521 14, 2",~l, 160 15,959,481 
Retained Earning 4,873,324 5,275,497 7,741,666 8,870,030 

'.!UrAL S'"roCKlDLDEl~ I 

m,JI'i'Y 15,403,845 18,386,018 21,980,826 24,829,511 

'IDI'AL LIABILITIFS AND 
S'l'OO<I:-DLD~ I mtJI'I'Y 72,591,463 90,754,404 91,624,900 98,121,199 

Note: Number of Companies in operation per year. 

1979 60
 
1980 65
 
1981 78
 
1982 88
 

Ibte: 1) rrhere are errors in the original balance sheets submitted by HICI.
 
Source: Statement of Financieras presented to the Direr:cion de flnpresas
 

Financieras.
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TABLE 12 

MINISTERIO DE aMERCIO E INDUSTRIAS
 
DlRECCION NACIONAL DE FlNANZAS
 

DlRECCION DE ~1PRFSAS F'!NANCIERAs
 

cx::>NSOLIDATED PROFI'l' AND LOSS S'l'ATEMEm' OF F'I~CIERAS 

YEARS: 1980 1981- 2982 
(In Balboas) 

1980 

Income 
Interest on Loans 12,249,425 
Fees and Commissions 1,228,731 
other Income 3,583,153 
Intereston Time Deposit 697,803 
Dividends 311,444 

'l'Cil'AL INCX11E 18,070,5S6 

Operating ~'J?eI1Ses: 

Interest 
Bad Accounts 
Administration and General 

Expenses 
Depreciation and Amortization 
Others 

'lXYl'AL OPERATING EXP~SES 

Profits before Income Tax 
lesd: Income Tax 
Extraordinary Items 

Net Profit 

Retained Earnings at the 
beginning of year 

less: Dividends 
Adjustmen,. from previous 
years 

Retained Earnings year end 

6,793,562 
593,094 

7,101,592 
186,926 
861,478 

15,482,652 

2,587,904 
726,104 

( 25,303) 

1,836,497 

4,366,862 
903,956 

93,739 

5,205,664
 

1981 1982 

15,193,943 17,363,494 
1,639,649 1,845,631 
3,083,319 5,656,072 

475,885 305,208 
331,721 379,943 

20,679,517 25,550,348 

7,807,031 8,278,542 
577,646 662,450 

7,405,755 10,000,357 
373,317 535,5T: 
744,605 2,129,705 

16,908,354 21,606,629 

3,771,163 3,943,719 
1,138,957 1,083,830 

71,842 (7,045) 

2,704,048 2,852,844 

5,578,098 7,418,555 
623,035 1,438,014 

16,457 10,995 

7,642,654 8,822,390
 

lbte: Number of Companies in operation by year. 

1980 65 
1981 78 
1982 88 

Note: 1) 
Source: 

There are errors in the original balance sheets submitted by HICI. 
Statements of Financieras presented to the Direcciqn de Empresas 
~'inancieras• 
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It will be observed that the aggregate assets of financieras, 
$98.H in 1983, was equal to 0.25 percent of the assets of the commercial banks. 

rrhe outstanding loan portfolio of the financieras, $78M, was 
~IUal to 2.2 percent of the total dOlnestic loan portfolio of elc coITImercial 
banks. 
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(roc. 4546P) 
Bl6INESS ASSIS'l'ANCE <X.MPCJNI:.Nl1 (BAC) 

Section 3 of Armex B provides the supp:>rting documentation of the 
Business Assiutance Corrp:>nent described in the Project Paper. 

A. Prcblerns 

Two of the major constraints for effective Small SCale Enterprise 
(SSE) lending, lack of collateral and high loan transaction costs are 
addressed through the Guarantee Fund and l:Dan rtmd elements of this Project. 
~11e third, limited business skills of the SSE sector, is addressed in this 
Proj ....'Ct componeIlt. 

Private Financial Institutions (PFI) hold that SSE entrepreneurs 
are devoid of basic business management skills and therefore are reluctant to 
have them as clients. These perceptions have been confirmed by USAID 
contractors after having made a series of group intervieHs throughout Panama. 
Their findings indicate that micro and small businesses recognize their 
present managerial limitations and place high priority on receiving business 
assistance in loan applic2tions, financial and business plaruling, I~agement 

and centrol. The P!:"Is indicated that SSEs so assisted vlould be rrore credible 
loan applicants. 

B. Purpose 

rl'he pL1I'lX)se of this corrq::onent is to establish an institutional 
ltechanism within five (5) years \vhich will be able to provide direct business 
and financial management technical assistance to 2,000 bmall Business 
Ehtrepreneurs per year to enable them to: 

impro·ve their business and financial management skills,
 
apply for a loan lIDder this Project, and
 
munage their loan payments.
 

C. F\mction 

~he Business Assistance Ca~nent of the Project will: 

be an intermediary between particip3ting Private ~""inancial 

Institutions and SSEs. 

advocate for SSEs. 

provide data to t.l1e GOP/HICI and USAID on Project activities. 

be the rreclmical Secretariate to the small Business Couf,ldl 

conduct an Outeach Program that will inf.orm the SSE corronunity 
about the Project and its services. 



identify the business development skills the SSE colmnunity 
needs to both manage and increase the market potential of 
their businesses. 

develop a business assistance meChanism which will avail of 
the resources of business organizations such as APEL>E and 
ta~1E to provide training and technical assistance to the 
SSEs. 

develop a Panamanian Inventory of Small SCale Ehterprises to 
document the support that small enterprises provide for the 
tvtal economy - Union Nacional de pequerla y l~iana Empresas 
(UNPYlIfE) • 

identify \'lays the SSE community can expand its economic base 
through procurernent opportunities, joint ventures, and 
business expansion. 

identify SSE business and financial management problems to the 
Consejo Nacional de la Pequefic ThIpresa which will assist them 
in ~leir intermediary capacity with the participating Private 
Financial Institutions and the GOP. 

D. Beneficiaries 

All micro and small business entrepreneurs \.mo: 

1. Approach the Business Development Resource Centers for 
business and financial assistance on their own behalf. 

2. Approach Private Financial Institutions for financial 
assistance, but for various reasoos need prior business technical assistance, 
to qualify for a loan and are referred to a Center. 

3. Are referred by third Party agencies, i •e.: ta-1PYl1E, APEDE for 
assistance. 

E. Organization 

The I!'ission has reviewed various organizatio..! alternatives and 
selected the MInistry of Commerce and Industry (HICr) to coordinate the MC. 
The major reasons that support the decision are the folla.'ling: 

1. 'l11e enabling legislatioo of Bay la, 1979 reflected in tlIC!s 
charter assigns primal responsibility to this agency for the provision of 
credit and technical assistance to SEEs. 

2. The Project will ensure a major lx>licy reform within the GOP. 
HIC! \'o'ill phase out its credit program and concentrate its efforts in business 
and technical assistance, thus encouraging the Private ~"inancial Institution 
to provide capital and credit expertise for the development of small 
businesses. 



3. MICI presidE's over the ConsejU L-acional de la Pequefia flnpresa 
and acts as its '.rec1mical 8ecretariate. 'fuis Project Hill provide the 
necessary information needed so that the Council way recollunend proc.Jrarn and 
policy r~ificatials to tile GOP to create a climate conducive to the growtll 
and development of snall business. 

4. The Business Assistance CoIilI,X>nent is not financially self 
sufficient and its operating expenses will be absorbed by tile GOP, but it can 
become self-suP1X>rting if the technical services provided to SSEs are of a 
calibre that merit fees for service from SSEs in the future. 

5. It is the GOP resPJnsibility to provide training and education 
for its people and this is tile major thrust of the business assistance 
oomponent. 

6. HICI has physical office infrastructure throughout the oountry. 

The organizational structure of the Business Assistance Oomponent 
is reflected in the following diagram. 
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1. blnall Business Council 

11ajor Function: 

An advisory group to the GOP/I-1ICI which provides counsel 
on Project policies and activities consistelt with the 
GOP/USAID Project Participation Agreement. 

M:l.jor Duties: 

Review and recorrunend irnproveInent of Project p::>licies, 
procedures, systems, methods, and organizational relationships. 

Prepare recommendations, propose plans and programs, and 
provide advice in their implemelltation. 

Couns81 Project management in its analysis, planning, 
organizing and controlling functions. 

Introduce new ideas, concepts and methods to Project 
ri\ill1agement. 

Monitor Project activities of l~ticipating agancies and 
organizations. 

Maintain interagency cooperation between the GOP/IUCI, 
USAID, Participating Financial Institutions, and private small 
business groups and organizations. 

Advocate for the concerns of the private small business 
sector. 

Identify ways the private small business sector can 
expand its economic base and create oore employment. 

l-1embers: Asociaci6n Panamefia de Ejecutivos de Enpresa 
(APEDE) 
Sindicato Industrial de Panama (SIP) 
c4mara de Comercio 
Cornisiqn Bancaria Nacional 
Ministerio de Trabajo y Bienestar SOCial 
(rUri'RAB ) 
Uniqn Nacional de Pequefia y l1ediana Enpresa 
(UNPYl·IE) 
Direcci6n General de la PequeIla Einpresa (roPE) 

Chairperson:	 Minister of the l'·1inisterio de Comercio e 
Industrias (HICI) or lHCI designate. 

5ecretariate:	 '!'he General l'1anager of the Business Assistance 
Component of the Project. 
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2.	 Central Office/General t1anager 

11ajor Function: 

Direct, supervise, and l~itor the ~ctivities of tile 
three operatiny units of the Business Assistance Col\lfOl1ent of 
the Project. 

Najor Duties: 

Implement Project pOlicies and procedures. 

Provide overall mffi1agement and supervision of Project 
personnel and activities. 

Technical secretariate to the Consejo Nacional de la 
Pequefia l:lnpresa. 

Ccx:>~:linate with UNPYHE and APEDE in BAC outreach and 
training activities. 

Ibnitor and report on progress of the long and short 
range plans of the Project. 

3.	 'fraining Office 

I-ajor Function: 

Ccx:>rdinate and provide the training required to support 
the irqplementation of the BAC for. both Project stafi and SSEs. 

Hajor D..1ties: 

Identify training needs and intitutions that can provide 
the	 service. 

Arrange periodic training programs together wi th other 
institutions e.g. UNPYt-lli, APillE. 

Report, evaluate and adjust the business assistance 
training program. 

Select technicians to develop the content and materials 
for the training courses. 

Maintain records of personnel that l1ave been trained•. 

4.	 Administrative/Contract Office 

Major Function: 

Provide full administrative Finffilcial contract and 
procurement support to the HAC. 
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Major Duties:
 

Preparation of the Annual Budget.
 

t-1aintain accounts of the BAe funds.
 

Prepare checks and pay eXJ.Jenditures in accordance with
 
the budget. 

Prepare the payroll and distribute the payroll and 
contract reimbursement checks. 

l1aintain Project personnel records. 

Process requests for advance funds, or request for 
reiIooursements. 

Provide financial information to the manager. 

Prepare reimbursement request for AID. 

Prepare contracts for tlle technicians aI1d institutions to 
be utilized in the Project. 

5.	 Field Offices - six (6) regional Business ~velopment Resource 
Centers throughout the country. 

l1ajor Function: 

Provide consultation and business assistance directly to 
Sb'Es. 

l1ajor Duties:
 

Perform SSE business assessments
 

Assess feasibility of SSE business plans.
 

Assist in preparation of credit applications.
 

Establish elementary accounting lx:d<s in the SSEs.
 

Provide general consultation on administrative,
 
accounting and financial aspects of small business.
 

Cbllect statistical information for overall Project 
noni.toring and evaluation. 

6.	 FEDPA CFederaciQrl de Cooperativas de A'OOrro y Cr~ito de 
Panam4) 
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r""'EDPA \'1ill have two major responsibilities in the 
implem!;mtation of the Project; a) to charmel funds to the credit unions 
(C(X)pe~tives) which participate in the project (these functions are descril:x."'<1 
Section V of th~ Project Paper) and, b) to provide technical assistance to the 
credit tmion and' affiliated meIL1bers. 

lv1ajor r"'unction: 

Establish a project referral system Hithin its members 
ami proHlOte the project and increase FiliPA's meruership. 

ItJajor llities: 

Provide infor~\tion and assistance to tile affiliated 
C(X)peratives on the advantages of the project for its merrbers. 

Assists the C(X)Peratives and affiliated rn~tibers in 
perforrnirlg business assessments. 

Assess feasibility of tile business plan and, if the 
project is profitable, assist in the preparation of the credit 
application. 

Establish elementary accounting books in the SSEs. 

Provide general consultation on a&ninistrative, 
accounting and financial aspects of small business. 

'i'he Project will finance for a period of 3 years hlo field 
technicians from the federation of C(X)peratives in Panama, (FEDPA) for the 
purpose of assisting the iIldividual C(X)peratives in the financial analysis-of 
the loan applications they receive. During ti1e first year of operation tl1i.s 
technician will be contracted with project funds. At the beginning of the 2nd 
year two additional technicians \Jill be con exacted for a total of 4 
technicians up to and during the third year of project implementation. FlIDPA 
will assume the cost of the technicians at tile beginning of the 4th year. 

F. Staffing 

1. central Office 

'.£'he Central Office of the Project will be managed and 
maintained by the Gener3.1 11anager who will be res.fXJI1sible for directing and 
supervising ilie three operating units of the Business Assistance COlllponent. A 
full description of the position and its specifications is as follO\'1s: 

Job Title: General ~Bnager 

Statement of the Job: 

Provide the overall management and direction for the Business Assistance 
Component (BA.C) and the Business Development Resource Centers (BDRC) according 
to policies and contract agreement of the joint-sponsored GOP/USAID Small 
Business Development Project of the Hinisterio de Comercio e Industrias (HICI). 
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~Bjor	 Duties and l~sponsibilities:, 

1.	 Implement the policies and procedures establisl1ed by the r1inisterio de 
Cb@ercio e Industrias ill1d the Cbnsejo Nacianal de la Pequefia Empresa for 
the Business Assistance Component of the SIaall Business Levelopment 
Proj~t. 

2.	 I~hsure that the HAC goals and objectives are accomplished within the 
predetermined personnel ill1d performance requirements, budget 
limitations, and time schedules of the Business Assistance Component. 

3.	 Provide the overall manageIilent and supervision for the administrative 
personnel of e1e HAC central office and the personnel and contractual 
technicians of the Business Developme1t l~source Centers. 

4.	 Represent the rUCI and the BAC administration to the business, 
financial, and social sectors of tl1e national, provincial, ill1d local 
communities. 

5.	 Ibnitor the long and short range plans of BAC and its BDRC I S and report 
progress, deviations, problems, and contemplated changes in plans to 
HICI and the SEC. 

6.	 Ensure that the administrat.ion and management of HAC central office and 
the BDRC I S are in compliance with the contractual agrrement between the 
OOP/HICI and USAID/. 

7.	 Assist UNPYHE in e1eir nationwide small business outreach and advocacy 
program \'Jhich both identifies and speaks for the small business 
entrepreneurs. 

8.	 Implement and monitor a small business client referral system between 
PIns, FEDPA, MICI field offices, APEDE, Ul.'WY.t1E, and other business and 
social groups. 

9.	 Sits on the Consejo Nacianal de la Pequefia Empr.esa as the tecru1ical 
secretariat, a non-voting member, representing the Business Assistance 
~nent and the Small Business LevelOIJIiW.:Ilt Resource Centers. 

Reporting and Supervisory Responsibilities 

1.	 Reports directly to the National Business Development Directorate of the 
Ministerio de Cbrnercio e Industrias. 

2.	 Reports to the Consejo Nacianal de la Pequefia Elnpresa. 

3.	 Supervises all activies and personell of the Business Assistance
 
Component of MICI.
 

4.	 Retains complete resfOnsibili ty for tlle perforrncmce and personnel of the 
HAC. lbtlever, may delegate authority, but can never delegate 
responsibility to other administrators of the l3i-\C. 
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Educational Requirements: 

I·1asters Legree in Business Administration (tJlHA) or in any business 
related field. 

Experience Requirements: 

5 years experience in administration and management of similar 
government development projects, and/or 

5 years Honagement, supervision, and public relations experience in the 
business field. 

(Additional 5 years of experience in the above areas Hill be considered in 
lieu of a 11aster Degree). 

Knowledge/b'"kills Hequirernents: 

Must knCM hCM to: 

\lork Hithin the national govenunent structure. 

Relate with boards of directors, councils or colamittees, business and 
social organizations, etc. 

Control budgets, IIordtor personnel performance, and work wi thin time 
frames. 

l~ge and supervise hired personnel and oontractuals, 

Develop long and short-range plans 

O:Inply with contract agreements 

Develop public relations programs 

Design training programs. 

Personal Requirerle1ts: 

Ability to Hork long hours, at times on saturdays and Sundays. 

Ability to Horl~ under time pressure of deadline with flexibility and 
accuracy. 

lfust have a pleasant, but firm personality 

Belief in team management and leadership 

Able to meet both job requirements and famility responsibilities without 
detriment to job or family. 
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Salary Range: 

t.p to $2,000 per rronth, gross take home pay. 

2.	 'fraining Office 

'flus office is managed and supervised by a 'rraining Officer 
who will be responsible for ensuring that all training needs of the Project 
personnel and the SSEs are fulfilled through the Business Assistance 
Cbrnpol1ent. A full description of e1e position and its specificatiol1s is as 
follows: 

Job Title: Training Officer 

Statemenc of the Job: 

Coordinate all training requirements of the direct hire and contracted 
personell of e1e Business Assistance Corrponent and ele conferences and 
training seminars for e1e small business o.mers served under this project. 

t1ajor Duties and Responsibilities: 

1.	 Establish and operate a 'rraining Office whiCh will address the training 
and technical assistance needs of the Business Assistance Col11ponent 
(BAC) • 

2.	 Identify the training needs of the direct hire and contracted personnel 
of the HAC \miCh will enable them to provide quality business and 
financial management services to the small business owners served by the 
MC. 

3.	 Develop a detailed training plan with objectives, conteI1t, and
 
methxiology based on the training needs illentified in the Business
 
Assistance Component.
 

4.	 Identi fy business and financial management training and technical 
assistance resource groups and individuals who can provide the quality 
training needed by HAC personnel and clients. 

5.	 Design and manage a training delivery system which meets the identified 
training needs of ilie BA.C and leads to the accomplishment of the BAC 
goals and objectives. 

6.	 Design and implement a training evaluation plan which Hill enable the 
training office to determine the effects of the training program and 
provide the information necessary to make progressive adjustments. 

7.	 Develop a public relations program which will maintain the active
 
utilization and involvement of the training and teChnical assistance
 
resource groups and individuals in the HAC training program••
 

8.	 Develop and Haintain a directory of all training and technical 
assistance resource groups and individuals wl1ich can assist the HAC l~t 

its goals and objectives. 
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9. Develop a list of facilities (training sites) in the areas served by the 
Business Development Resource Centers \~hich are available and provide illl 
environment ~lducive for group training. 

10. Provide the Project I s management information system with the information 
n~ed to monitor the efforts of the BAC training office on a regular 
oo::..I.S and to conduct an evaluation of the BAC in the third illId fifth 
year of the Project. 

Reporting and Supervisory ReslJOnsibilities: 

1. l~ports directly to the BAC General Uanager. 

2. bilpervises and directs the activities of training office personneL 

3. bupervises the training activities of training and technical assistAnce 
resource groups and individuals with the assistance of the supervisors 
of the BDRCs. 

Educational Requirements: 

11asters ~ree 

field, and/or 
in Business Administration or in any business related 

11embership with Certificate from a t-1anagement Development Institute or 
Society for Training and Levelopment. 

Experience Hequirements: 

5 years of experience in business management and finances, Ilarketing and 
sales management. 

5 years of experience as a trainer in Hunan Resource Develop1aent, 
Businesas and Financial t~agement 

lIddi tional 3 years of experience in these areas will be considered in 
lieu of a 11aster I s Degree. 

Knowledge/b~ills Requirements: 

lfust 1<110..4 hOH to: 

Relat8 sensitively to the small business CMr'. '.~ • 

Develop rapport with training and technical assistance resource groups 
and individuals. 

Develop a viable Horking relationship '..-.lith supervisors, peers, 
personnel. 

and 

Organize organizational Development '!'raining, sensitivity '.I.Yaining, 
H1.unan llesource Development rrraining, and liJanagement, Busines~, ill1d Sales 
education pr~ams. 
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Conduct training needs assessment. 

r·bnitor personnel perfonnance, control budgets, and work within time 
frames. 

Personal Requirements: 

Able	 to work long hours, and on occasion Saturdays and Sundays. 

Function comfortably under ti@e constraints. 

Pleasant but finn personality. 

Leadership abilities for team training. 

Capable of working \'1ith all types of people. 

Able	 to travel without auvance notice. 

Salary Hange: 

Up to $1100 per Il'Qnth, gross take home pay. 

3.	 ACUrrinistrative/Oontracts Office 

This office ;md its functions \'Iill be managed and supervised 
by the Administrative and Oontracts Officer W1lO will be responsible for 
providing the administrative, contract, and procurelnent support of the 
Business Assistance Component. A full rlescription of the position and its 
specifications is as follows: 

Job Title: Administration/Contracts Officer (Controller) 

Statement of the Job: 

Provide the day-to-day financial management and planning of the bUdget 
and procurement supp:>rt required by the HAC to attain its purpose, gooJ.s, and 
Objectives and meet its contractual Obligations. 

Major Duties and Responsibilities: 

1.	 Prepare all financial data useful to the HAC management at all levels 
for long and short range strategic planning and periodically for 
evaluating alternatives in financial tenns. 

2.	 Prep:lre the HAC annual budget for submission to the General 11anager as a 
coordinated financial plan of operations in statements of incoloe and 
expenses. 

3.	 Establish a r~gement accounting system that will promptly provide the 
HAC management with infonnation to report to the Consejo Nacional de la 
Pequefia ~opresa, the National Business ~velopment Directorate and 
USAIU, and to know w11en current results deviate significantly from 
planned results. 
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4.	 Develop a financial accounting system tl1at will record revenues,
 
expenses, assets, liabilities, and net worth and produce swmnary
 
financial reports.
 

5.	 ~sign a cost accounting system for current, standard, and prospective 
HAC cost::; that provides a cost analysis for all levels of management 
\'lithin the organization. 

6.	 Install a financial data processing system that will record accounting 
data, prepare payrolls, and produce reports from the recorded financial 
data, and administer business technician contracts and other MC 
payments. 

7.	 Organize an internal aUditing Syst2Jn \'lhicll will review and appraise the 
accounting procedures and records to ascertain their reliability, 
conformance with prescribed practices, and adequacy to protect against 
loss of funds by fraud, waste, and other muses. 

8.	 Assemble and consolidate budgets to assist BAC management to translate 
operating plans into financial budgets, and analyze and report budget 
variances. 

9.	 Institute financial analysis procedure that will help HAC management to 
interpret and evaluate all types of MC financial data, and assess 
proposed projects, plans and procedures in financial tenus. 

10.	 Supervise and direct the persorulel of administration and contracts 
office to ensure that their MC activities are performed according to 
HAC p:>licies and procedures, planned performance requirements, budget 
limitations, and time schedules. 

Rep:>rting and Supervisory Responsibilities: 

1.	 Report directly to the BAC General l1anager. 

2.	 SUpervise and direct the awrnunistration and contracts office personnel. 

3.	 r~itor the expenses mld reports of business technicimls contracted by 
the Business Development Resource Centers 

Educational Requirements: 

Certified Public Account 

Experience ~ireJ[\ents: 

5 years of experience in government finances, contracts management, and 
financial data processing. 

3 years of experi~1ce in business finances, accounting, m1d auditing. 
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Khowledge/b~ills Requirffinents: 

Must lmCM ha.i to: 

IEvelop a viable \'Iorking relationship \'/ith superiors, peers, and 
personnel. 

Administer lnanagffinent accounting. 

Conduct financial analysis, cost accounting and analysis, and 
statistical acccounting. 

IEvelop budgets. 

Establish internal audit procedure!:>. 

Personal Requirements: 

"lilling to Hork long hours, and on occasion Saturdays and Sundays. 

Able to function under tir.1e constraints. 

Honest, person of principle. 

Pleasant, but firm personality. 

Able to travel Hithout advance notice. 

Able to meet both job and family obligations without harm to either. 

Salary Pange: 

Up to $1000 per Honth, gross take horne pay. 

4. Business Development Resource Centers 

rfue Business Ass.l.oJtance Comfx:>nent will have six (6) Business
 
Developraent Resource Centers (see Organizational Diagrara on Page. 5) which
 
\'lill provide the following services to the SSEs in their respective areas:
 

a. Business assessments: assess the status of micro and
 
small scale enterprises' market, operations, and financial status; determine
 
the feasibility of its on-going and/or proposed venture; and develop a
 
business plan.
 

b. Business assistance after loan approval: a Business 
Technician \vill provide guidance on the impl~tation of the business plan 
and tec1lnical asssistance in developing an elementary boOkeeping system to 
record transactions and keep track of business income and expenses in order to 
repay the loan. 



c. Continue to provide business assistance during the sec~::>nd 

and third year of the loan to ensure that the loan is being paid, and assist 
the entrepreneur to strengthen his business manayement skills and possibly 
increase elnployment. 

d. If loan is not approved, the Business D:velopment 
Resource Center and l;'EDPA will refer the SSE to UNPYNE or APEDE for further 
teChnical assistance. 

Each Center will be managed and supervised by a Supervisor who 
will be resl)Qnsible for ensuring that all SSEs receive quality business 
assistance from ~1e Business TeChnicians. A full description of the position 
and its specifications is as foll~~s: 

Job Title: Business D:!velopment l~source Center Supervisor 

Statement of the Job: 

Provide the day-t~y manageraent, supervlslon, and direction of the 
Business D:velopment l~source Center persolll'1el and activities according to ~le 

goals and objectives, and p'Jlicies and procedures of the 13usiness Assistance 
Component of the joint-sponsored GOPJUSAlD Small Business ~velopment Project 
of the t1inisterio de Coruercio e Industrias. 

1·1ajor IAlties and Responsibilities: 

1.	 Establish and operate the assigned Business D:!veloprnent Resource Center. 

2.	 Supervise a~d direct the BRDC operations and all direct hire and 
oontracted personnel to ensure that they execute their functions and 
activities according to the policies and procedures, and planned 
perfornance requirements, budget limitations, and time schedules of the 
Business Assistance Colllponent. 

3.	 Establish small business outreach and advocacy programs which \'/ill both 
identi fy and speak out for the small business o.mers in the area. 

4.	 D:velop and implement a local public relations and advertising pr03ram 
directed at the business, financial, and social sectors of the camnunity 
\mich both provides information about the Center I s services and 
identifies the potential local small business clients wl10 can use the 
services. 

5.	 Identify and list the local business and financial people Hho have the 
skills, expertise, and experience needed to conduct business 
assessments, provide business and financial management technical 
assistance, and preI~e loan applications to Private Finculcial 
Institutions, and wl~ are Hilling to be contracted by HAC as Business 
rDechnicians on a case-to-case basis. 
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6.	 Identify the types of training needed by the hired and contracted
 
business technicians of the 13DRC which \'Jill enable them to provide
 
business assessments, sales projections, business plans, loan
 
applications, basic business accounting systems, and consultation
 
services on basic business and financial manageI.1ent and accounting to
 
SIilall business owners.
 

7.	 Gather and record in the l3AC management infurlClation syste.lo the data
 
needed to llonitor the performance of the BDHC on a regular basis and
 
conduct a third year evaluation of MC and the 13Dl{C IS.
 

8.	 Conduct business assesslrnants and provide technical assistance for small 
business owners \'/henever time permits. 

9.	 Develop and maintain a directory of the profiles of all small businesses 
in the area. 

10.	 Contracts business technicians on an as needs basis according to the 
technician contract procedures of BAC. 

Reporting and Supervisory PesfXJnsibilities: 

1.	 RePJrts directly to the Deputy l1IDager of the BAC. 

2.	 Supervises and directs all BDRC lJersonnel illld contracted business 
technicians. 

Educational Requirements: 

Busters Degree in Business Mministration (BRA) or in any business 
related field. 

Experience Hequir81rnants: 

3 years of experience in administration illld management of similar 
government developnent projects at the local levels, and/or 

3 years of experi811Ce in business management, business finilllces, 
marketing and sales management. 

Niditional 2 years of experience in these areas \'1ill be coIlsidered in 
lieu of a l1aster's Degree. 

Knowledge/Skills RequireJilents: 

Must know how to: 

Hork	 \-'1i th the local government structure. 

l1anage and supervise direct hire and contracted persormel. 

Centrol budgets, roc>nitor personnel performance, and work within time 
frClI'les. 
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Develop pUblic relations progrillns with business and social organizations 
mld financial institutions. 

Develop a personal sensitivity to the problems and needs of small 
businss owners. 

Negotiate and I~age personal service contracts. 

Access training needs of personnel. 

Conduct a business assessments provide business and financial management 
assistance; establish basic business accol.Ulting procedures; develop a 
business plan; prepare the requisites of a loan application. 

Personal ~IUirements: 

Capable of working long hours, and on occasion Saturdays and Sundays. 

Able to function under time constraints. 

Pleasant, but firm personality. 

Leadership abilities for team munagement. 

Able to meet both job and family responsibilities Witllout ham to either. 

Capable of working for all types of people in a colCununity. 

Salary Hange: 

Up tp $850 per Honth, gross take horne pay. 

Each Business Development Resource Center will employ the services of 
direct llire or contract Business Technicians who will provide tlle services 
listed on page 10. rfile Business Techiicians will also be gatilering local 
infonnation on major contraints which \'Iill affect production, productivity and 
investment aHong SSEs h'hich can be used by the Consejo Nacional de la Pequefia 
flnpresa to recorrunencl appropriate Project adjustments and GOP policy refonns. 

A full description of tile Business ~echnician position and its 
specifications is as foll~~s: 

Job Title: Business Technician (Direct Hire or Contracted) 

Statelnent of tile Job: 

Provide consultation, and business and financial rnanagelnellt technicul 
assisUulce services to small business owners to improve their lnanagelnent and 
financial procedures tilrough tlle institllH r-;-, ( :: ~uuu lJ-..- ~ ""°"3S practices, meet 
qualifications for financirtl lv-'";. c.;..l. e>"1:and their current o.P=-_· ... tions 
successfully. 
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Hajor	 IAlties and Responsibilities: 

1.	 Conduct business assessments for small business owners to help them 
identify ~leir current financial status as well as possibilities for 
gravth. 

2.	 Assess the feasibility 1;1 '1. business owners by working \'lith them to
 
prepare profit and loss ~ts, inte~~ret existing finilllcial data,
 
analy~e cash £10.,./ preblE: _~.s.
 

3.	 If small business is financially sound, but lacks capital to expand,
 
prepare business plan with the small business a,mer to detel:mine arrount
 
of capital needed.
 

4.	 Assist SHaD. business a.mer to submit business plan \'lith loan
 
application to a participating Private Financial Institution.
 

5.	 Upon loan approval, design an accounting procedure ~lat will improve
 
internal financial management practices and iJ~rove gross revenues and
 
profit margins.
 

6.	 Provide general consultation on ~le management, financial accounting,
 
and marketing and sales aspects of business enterprise for all small
 
businesses requesting the services of the Business Development Resource
 
Center.
 

7.	 Construct a profile of every small business contacted. 

8.	 If business does not qualify for a loan at ~le time, refer the business
 
amer to APEDE, UNIOO, UNPYHE for business and financial nanagement
 
assistance depending on the needs of the firm.
 

9.	 l-tJrdtor loan payments of all small business clients periodically and
 
collect statistical information for project evaluation.
 

10.	 SUbmit w~~ly reports of all BORe activities on a log sheet to 
Supervisor. 

Reporting and Supervisory Responsibilities: 

Report directly to ~le bupervisor of the Business ~velo'pJl\ent Resource 
Center. 

Submit all logged activities to 5upervisor 

Educational Requirements: 

llusiness or Accounting Graduate. 

4th '.lear College - Business or Accounting l-1ajor whose family arms their 
am business. 

'\ ,t~ . '. 
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Experience Hequirements: 

Herrber of a Professional or Business Association. 

2 years of experience as a business accountant. 

D.mer of a successful business, or 

2 years of financial e:~rience in a banking institution. 

I<r..owledge/S}dlls Hequirements: 

11ust know hOH to: 

Relate sensitively to small business a.mers. 

Develop a viable vlOrking relationship with supervisors, peers, fellow
 
staff, and clients.
 

Assess the strengths and Heaknesses of small business management and
 
financial operations.
 

l~est assistance from others when probler.lS identi fied are beyond one I s
 
hrnowledge and skills.
 

Interview clients and put them at ease.
 

Personal ~equirements: 

Hilling to work long hours, and on occasion Saturdays and Sundays.
 

Able to function under time constraints.
 

Pleasant, but finn personality.
 

Able to accept an assignment with little advance notice.
 

Able to meet roth job and family obligations without harm to either.
 

Salary Range:
 

Up to $568 a month, gross take home pay.
 

5. Administrative Support 

The General manager, Training Office, Administrati0n/Cbntracts 
Office, and the six regionalBusiness Development Resource Centers will employ 
the full-time services of a Secretary/Receptionist. A full description and 
the specifications of this p.Jsition are as folla.vs: 

Job Title: Secretary/Heceptionist 
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Statenent of the Job: 

Provide and coordinate ~1e amninistrative sUPl)Qrt services required to 
execute the day-t~y office functions and activities. 

r1ajor D..lties and HesPJnsibilities: 

1.	 Perform the regular day-to-day administrative GUPl)Qrt activities of the 
office: greet and direct visitorsi answer telep110nei receive and record 
messagesi set up apPJintmentsi type from ,;,rritten COpYi pick up, OPen, 
starrp, and distribute mcl.ili lTh-::lintain office supplies; file docwnents and 
records. 

2.	 Hecord and forward to administrator requests for services froln small 
business clients using a client intake form. 

3.	 Develop and maintain a client file. 

4. Record and maintain records on a micro-computer. 

l~PJrting and Supervisory Hesi:X)nsibilities: 

1. Rep::>rts directly to the l1anager or Supervisor. 

Eiiucational lLoquirernents: 

Secretarial SChool Graduate \"iith office management background. 

~rience Requirements: 

3 years of experience in a goverru~t or private business office as an 
administrative assistant or executive secretary. 

Knowledge/Skills Requirements: 

Hust kno.v heM to: 

'.rype 65 w.p.m.
 

Use basic officE' machines - copier, calculator/adding lnachine.
 

Use a multi-line telephone.
 

Use or learn to use a micrO-COInputer.
 

Interview clients on the telephone, or at the office.
 

r~intain confidentiality.
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Personal Hequirements: 

Should be personable since the job requires public contact. 

Needs initiative to assw~e more resl~nsibility as projL~t progresses. 

Hilling to work lony hours, and on occasion Saturdays and Sundays. 

Able to function under tiIne constraints 

Able to accept an assigrunent \'lith little advance notice. 

l\ble to meet both job and family responsibilities without harm to either 

Salary lange:
 

Up to $450 per rronth, gross take horne pay.
 

G. pRC>JEC"r ACrIVITIFS 

1. Project Process J?low-chart and 'rime Estimates 

'!'he follOding chart deficits the major tasks and activities 
with the corresponding time-estimates required to carry the Project through 
its first year. 
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TIMING 
of 

PROJECT PROCESS FLOW-CHART 

Task 
Code /I 

Task 
Code II 

~ctivity 

Code (/ 
Task/Activity Description Optimistic 

Time (Wks.) 
Weighted 

Time (h~~.) 

010 Oll AID contracts Project Officer 1 2 

010 020 Initiate Business Assistance Component 2 3 

020 021 MIGI frepares ~ Publishes.Advertisment for 
BAC General Manager, Administration/Con
tracts Officer, Training Officer, 1 Secre
tary Receptionist, 6 Regional Office Sup
ervisors (10 positions). 

MICI identifies/assigns Project Liaison. 
MICI creates Personnel Review Committee. 
Candidate Response to Advertisement. 

1 
2 

2 
3 

022 Interview Candidates for 10 Positions 
Select Personnel (Ministerial Decree) 

4 
2 

6 
4 

031 Negotiate and Hire Personnel for all 10 
Positions. 1 2 

040 050 Project Orientation/Implementation/ Coor
dination Strategy Meeting 

Prepare Central & Regional Office Space and 
equipment. 

2 3 

050 070 Advertise for Business Technicians and 
Secretary/Receptionists. 

Candidate Response to Advertisement. 
Select and Hire Personnel (Hinisterial 

Decree) 4 6 

llO Train Business Technicians on Business 
Assessment and Assistance. 

Train Secretary/Receptionists on Micro
Computers. 2 3 

TOTALS : 21 Wks. 
= 

34 Wks. 
= 

5 Hos. 8 Mos. 



2. Small Scale Entrepreneurs Business Assessment Process 

Olring the first 5 years of operations 6,8000 finns will be 
assessed by the Business Technicians, \~hile 3,400 SSEs will receive direct 
assistance for loan applications. The maximLUn capacity level of operation 
will be reached the fifth year of tile project e.g. 2,000 business assessments 
per year and 1,000 loan application assistance clients per year. 

The process that will be followed is outlined as follows: 

a. Business Assessment 

Discuss the overview of tlle Business Assj~tance Project 
with the SSE. 

Discusss the SSE I s business probleJns - list them on the SSE 
Intake Form. 

ca~lete the SSE Profile. 

Initiate the Business Assessment - Use Busine~5 Assesslruent 
Check list. 

If a loan is requested - Develop Business Plan, Business 
and Personal Financial Statements. 

b. Determine SSE IS Capacity for alDan 

Qx1sult the Credit Officer of the local PIn using tile 
information gatilered during the business assessment. 

If the SSE can qualify for a loan-acquire a credit 
application from the PFI. 
If the SSE cannot qualify at the time for a loan-prepcu:e a 
technical assistance plan for the SSE and refer him to 
APEDE, UNPY11E, ULUOO for training. 

c. Prepare SSE Credit Application 

Business Teclmician \'wQrks together with the SSe to prepare 
the documents required by the PIn for a loan. 

d. Submit Credit Application to Bank 

Hhen loan is approved-assist the SBE with the business and 
financial I~g~aent technical assistance needed by SSE to 
meet tile requirelilents of tile loan and improve his business. 

e. Teclmical Assistance Follow-up 

D..1ring the second and third year of the SS~ I S loan, the 
Business Technician returns to the SSE for needed follow-up 
technical assistance and to 100000itor the payment of the loan. 

The flow-chart and forms/records for the process are as follows: 
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BUSINESS ASSESS~rr and ASSISTJUICE PROC~$S 
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SSE INTAKE FORM 

DATE: _ PERSON TAKING INFORMATION: _ 

NANE OF FlI~N'S Ol-lNER: 

NAHE OF FIRM: 

. FIRM'S ADDRESS: 

CITY: 

BARRIO : 

TYPE OF BUSINESS:, 

YEAR FIRM ESTABLISHED: 

REFERRAL SOURCE: 

19 

POSTAL ZONE : 

P.O. BOX: 

PROVINCE:. 

TELEPHONE (FIRM) : 

_ (HOME) :, 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

BUSINESS ASSISTANCE REQUESTED:, __ 

--------------------_._-_._---------------


ACTION TAKEN: . --.-------

CLIENT ASSIGNED TO: ~ JIATE: ,19 __ 

SSE FILE NO.: TASK ORDER NO.: 

ADDITIONAL CO~llilliNT~: __ 

\ ) Ii 
\ 



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

---------

SSE PROFILE
 

1- Name of Firm: 

2. Name of Firm's Owner: 3. Contact Person: 

4. AddresE. of Firm: 5. P.O. Box: 

6. City: 7. Province: 

9. Postal Zone:_______ 10. Telephone: 

13•. Year Firm hstablished: 

TYPE OF BUSINESS: 

1(•• 0 Manufacturer 

16. 0 Wholesale Distributor 

18. 0 Retail (Conunercia1) 

20. 0 Construction/Construction Related 

22. 0 Mining 

24. 0 Agriculture 

26. 0 Aquaculture 

28. 0 Transportation 

30. 0 Fishing 

32. 0 Food Service 

34. 0 Other Services 

_ 

8. Barrio: 

11. New Business ( ) 

12. On-Going Business: ( ) 

15. Size of Factory/Total Sq.M : 

17. Size of Warehouse/Total Sq.M 

19. Size of Store/Total Sq.H : 

21. Type~ 

23. Type of Mining: 

25. Type of Agr ieul ture =________ 

27. Type: 

29. Type :. 

31. Type: 

33. Type: 

35. Type: 

36. List principal products and service~ and special capabilities: 

37. Number of Employees: Full-Time: ( ) Part-Time: ( ) 

39. Gross Receipts-Last Business Year: B/ (Rounded to Nearest B/) 

Name of Interviewer: Date of Interview: ,19_
 

Business Development Resource Center: _
 

Reviewed Ly:

---.-:::-:-------=-::----:---~------(Signature of Supervisor) 

'\
 



BUSINESS ASSESSXENT CHECKLIST 

All of the information listed below must be gathered by the "Business Technician from the SSE, or if the SSE 
does not have it prepared, the Business Technician will have to prepare it with the SSE. An analysis of this 
information will assist the Business Technician and the PFI Credit Officer to determine the capacity of the 
SSE to qualify for a guaranteed loan under the Project. 

1.	 BUSINESS SUMMARY 6. MANAGENENT PLA.~ 

Business Description and Goals Form of Organization 

Financial Needs and Application of Funds __ Organization Chart & Responsibilities 

Earning Projections and Ptential Returns __ Operating Procedures 

2.	 MARKET ANALYSIS __ Start-up Plan (if new business) 

__	 Industry/Sales Trends 7. FINANCIAL DATA
 

Total Market Profit & Loss Statement
 

Target Market Business Financial Statement
 

Competition Cash Flow
 

3.	 PRODUCTS/SERVICES Cash Expenditures 

Product/Herchandise Description __ Key Ratios (leverage, debt service) 

4.	 MANUFACTURING/RETAIL PROCESS Potential R.O.I. 

Materials/Merchandise (Type(s» 8. LICENSES and PERMITS 

Supply Sources Obtain, if available. 

Production/Sales Methods 

s.	 MARKETING STRATEGY 

Pricing 

Terms 

__	 Merchandising/Servicing Program 



PERSONAL FINANCIAL STATEMENT 

As Of , 19 

ASSETS LIABILITIES 

Cash (Checking Account) .••. B/ Loan Balance ••••••••••••••• B/ _ 

Cash (Savings Account) •••• B/__ 

Business Investment •.•••••• House Mortgage (1st) ••••••• 

Haus e •••••••••••••••••••••• House Mortgage (2nd) ••••••• 

Other Real Estate (Equity). Other Debts •.••••••••••.••• 

Personal Property ••••••.••• 

Other ......•........•......
 

Total Assets: B/ ___ Total Liabilities: 8/ _ 
& 

Total Assets B/ _ 

Net Worth B/__ 

MONTHLY INCOME STATEMENT 

INCONE EXPENSES 

Wages/Salaries •••••••••••• B/ Housing (Mortgage/Rent) ••• B/ _
 

Business Income ••••••••••• Insurance (Monthly) •••••••
 

Interest/Dividends •••••••• Loan Payments •••••••••••••
 

Other B/______ Other..................... B/ _
 

-32
\ f\) 

I 

http:Other......�........�


CURRENT BUSINESS BALM~CE SHEET 

ASSETS 

Current Assets: 
Cash: 

Cash in Bank....•....•.•...•..... B/ __ 
Petty Cash....................... B/ 

Accounts Receivable •••••••••••••••• B/ _ 
Less Allowance for Doubtful 

Accounts ••••••••••••••••••••••• BI----Merchandise Inventories •••••••••••• 
Total Current Assets ••••••••••••• 

_ B/ 

B/ 

_ 

_ 

Fixed Assets: 
Land ••••..•..••...••.••.•••••••.•.• B/ 
Buildings ..•.•.•...•••••.•••.•.•••• 
Delivery Equipment ••••••••••••••••• 
Furniture & Fixtures ••••.•••••••••• 

Less Allowance for Depreciation •• 
Leasehold Improvements, less 

amortization •.•.••......•••.••.•. 
Total Fixed Assets ••••••••••••••• 

___B/, 
B/ 

_ 

_ 
_ 

B/ _ 

LIABILITIES and CAPITAL 

Current Liabilities: 
Accounts Payable ••••••••••••••••••• B/ 
Notes Payaule, due in 1 year ••••••• ' 
Payroll Taxes & Withheld Taxes ••••• 
Sales Taxes . 

Total Current Liabilities •••••••• 

__ 

B/ _ 

Long-term Liabilities: 
Notes Payable, due after 1 year •.•• 

Total Liabilities •••••••••••••••••••• B/ _ 

per iad . 

Capital: 
Owner's Capital, beginning of 

Net Profit for the Period •••••••••• B/ 
Less Owner's Drawings •••••••••••••• 
Increase in Capital •••••••••••••••• 

B/ 
_ 

_ 

Capital, end ot period ••••••••••••• B/_..--_ 

Total Liabilities and Capital •••••••• B/ _ 

',\, ', 



BUSINESS PLfu~ OUTLINE 

HISTORY & BACKGROUND OF bUSINESS 

• When and How Established 
•	 Significant Developments e.g. change of ownership, products, 

or management. 

OPERATIONS PLAN 

• Type	 of Business e.g. retail, wholesale, service, manufactur
ing etc. 

• Product (line) Description 
•	 Timing/Scheduling of Products: From order to delivery to 

payment. 
•	 Supplier Sources & Relationsrip : How long, average size of 

order, payment schedule. 

FACILITIES!LOACTION 

• Lease Arrangement: Duration, options. 
• Square Meters & Type/Use of Space: Stora2e, office, etc. 
• Utilization/Capacity of Space: Room to grow? 
• Location: adwantages.and disadvantages. 

COMPETITIVE FRAMEWORK 

• Industry Profile 
• Major Competitors and Market Shares: How differ? 

MARKETING STRATEGY 

• Identify Targeted Market: Potential and customer profiles. 
• Pricing Structure: How set? 
• Selling Methods
 
- Expected Sales Goals: 1984, 1985, 1986 etc.
 

MANAGEMENT TEAM 

• Resume(s) of Entrepreneur(s) 
•	 Organizational Chart: Who does what regardless of the size 

of enterprise. 



SSE TEC:NICAL ASSISTANCE INVENTORY
 

(Prepared by the Business Technician in consultation with the SSE after the Business 
Assessment has been completed.) 

TASK CODE II 

Finance 

001 

002 

003 

004 

005 

006 

Marketing 

011 

012 

013 

014 

015 

016 

Management 

021 

022 

023 

024 

025 

026 

027 

028 

029 

TYPE OF TECHNICAL ASSISTANCE 

Organize financial record keeping system (receipts/invoices. 
journals, ledgers, income statements. blance sheet. cash 
flow management). 

Set-up a cash management/budgeting system. 

Organize a credit/collection program for receivables. 

Draw-up projections for P&L, BS, and Cash Flow.
 

Conduct a break-even analysis.
 

Conduct a cost/volume/profit analysis.
 

Analyze type. siz,'!, and scope of ll\ClrJ~et demand.
 

Perform a sales focecast.
 

Design an advertising/sales program.
 

Draw-up an appropriate pricing policy.
 

Design a ~erchandising program.
 

Conduc~ a plant location and site ReJection analyniR.
 

Draw-up statement of objectives for total bunjness.
 

Organize business operations by line and function.
 

Draw-up operating procedures for the buninesf;.
 

Establish an inventory control system.
 

Set-up appropriate system of reports and controls.
 

Organize a system for maintaing personnel records.
 

Establish procedures for office management.
 

Adapt or design necessary fonns.
 

Draw-up job descriptions and specifications to fulfill line/
 
staff functfons and employee evaluation and rating system. 

(The Task Code D's are used for reporting procedures. and can be used in lieu 
of writing out the whole task description on e.g the Weekly Activity Log.which 
is submitted each week by the Supervisors and Business Technicians.) 
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BUSINESS DEVELOPMENT KESOL~CE CENTER 

(Location of Center) 

BUSINESS TECllliICAL ~SSIST~~CE SUMMARY 

SSE FILE NO ., _ TASK ORDER NO • _ BUSINESS TECHNICIAN: _ 

NAME OF Fum'S OWNER:----------------------------
NAHE OF FTRM: _ 

FIR}1'S ADDRESS: P.O. BOX 
-----------------------~ ~------

CITY : _ PROVTICE: _ 

BARkIO: _ POSTAL ZONE : TELEPHONE : _ 

DATE(S) TA TASK NO. DESCRIPTION OF SERVICE PROVIDED HOURS 

TOTAL HOURS : _ 

This is to certify that t Business Technician of the 
Business Development Resource Center has rendered the above services to my satisfaction. 

(Signature of SSE) (Date) 

Submi t ted by :,_--:--: -:::--=---:__~___:___::__:_-~--
(Signature of Business Technician) 

App roved by: -;-::-:- --::---::-__-:-_-;- _ 
(Signature of Supervisor) 

Date: . _ 

Date: _ 



I 
\N 
'-J 

I 

(DRAFT) .. 

DAILY ACTIVITY LOG OF BUSINESS DEVELOPMENT RE5CURCE CENTER TECHNICIANS
 

Approved by:
 

Technician's Name:
 Week Ending: 

\.,TEEK 

Center Location: 

SatWed Thurs FriMon ITue;;TATASKSSE 
nAY WEEKLYORDER TASKFILE BRIEF DESCRIPTION OF ACTIVITY 

TOTALSDATENO.NO.NO. 

I 

I 

I 
I 
I 

I 

DAILY TOTALS: -



H. rrRAINING 

1. rrhe training needs of the l.3usiness Assistance CoHy;onent will 
be identified, and training programs designed and coordinated by the rL'raining 
Office. Following the project process flo.v-chart on page 33 the first 
training event will be: 

INI1'IAL 'I'RAINING AND STRA'l'illY WORKSOOP FOR PROJECr ORIE.Nl'ATION, 
n·lPUNEN'i'NfION, AiID <XX)Rl)INKrION 

Participants:	 HIeI Project Personnel: 
Project General r·1anager, Administrative/Contracts Officer, 
'L'raining Officer, Supervisors of the Business Development 
Resource Centers, and Secretary/Heceptionist in the General 
l.anager's Office. 

Goal:	 To provide the Project line-managers and AID Project personnel wi th 
the opportunity to organize themselves, clarify their duties and 
responsibilities, and ide:ltify strategies which \.,.ill ensure a unity 
of effort for achieving ~1e goals and objectives of the Small 
Business I:evelopment Project through the development of the Project 
Operations l1anual. 

Q:>ntent: 

Presentation and discussion of Project purpose, goals and 
objectives, process, and target beneficiaries. 

Definition of the roles, functions, and responsibilities of the 
Project line~rganization: General l1anager, 
Administrative/Contracts Officer, Training Officer, and bupervisors 
(Analysis of Organization rfasks). 

Analysis and clarification of the Project organization and its 
line-staff	 relationships, authority, and resfX)nsibilities (Span of 
Control). 

Analysis and clarification of Project coordination system and 
strategies to ensure unity of effort. 

Identify strategies for implementing and maintaining the Project's 
accOtmting and communications networks. 

Review and clarify the supervisory responsibilities of Project line 
managers as to hiring, discharging, disciplining, re\.....drding, and 
other actions of a similar nature with respect to Project staff. 

Identify ways to handle Project organizational variables and 
relationships relative to: 

the effects of incentives on line-staff Ioc>tivatiol1 and behavior. 
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patten1S of cor.ummications and decision-making aJTlOng line-persormel.
 

criteria for cuntrol and avaluation of non-routine Project
 
activities.
 

organizational changes and adjustments in objectives.
 

needs and uses of information by the various '1rganization
 
line-managers.
 

Review and Finalize the Project Operations l~ual.
 

Drration: 2 \-leeks. 

Site: Panama City 

I ~thcx1ology: Lecture/Discussial 
\vork Groups 

Role PlaYing 
Brainstorming 

'lrainer: rrraininCj Specialist ~vi th a strong background and eX}.::erience in 
organization developlilent, hwran resource developme.nt, and small 
business development. 

AID Project Officer 

111CI IS Direcciqn General de la Pequefia Empresa 

rate:	 Immediately after the Project line-manageIilent positions have been 
filled and the personnel hired for the Project. Refer to Task 040 
and activities 041 and 042 on Project Flow-chart on Pages 33 and 34. 

2. The second training event will occur after the direct hire 
Business Technicians for the regional Business Levelopment Resource Centers 
have been hired for the Project. rfuis event is outlined as follows: 

TRAINING HORKSIDP ON THE PROJECrI S Sl1AI.J, BUSINESS ASSESSl'IEi.'fI' 
PROCESS AND PROCEDURE.OS (Task 110) 

Participants:	 Project General 11mager, Admini strative/Contracts ufficer, 
rrraining Officer, Supervisors of Business Development Resource 
Centers, Project Business rrechnicians, and (2) Business 
Technicians frOla :FElJPA (Federatioo of Cooperatives). 

Goal:	 To provide Project professional staff who furnish technical 
assistance to Small SCale llitrepreneurs \vi th the opp::::>rtunity to 
develop and improve their skills in small business assessment, 
btminess and financial management, and locm application procedures 
of Participating Financial Institutions \'Which will enable them to 
provide cruality business and financial teChnical assistance 
services. 



Content: 

Presentation and clarification of the Project's purpose, goals and 
objectives, process, and target l::)(~neficiaries by the Project 
General r~ger	 and AID Project Officer. 

Discussion	 mId analysis of Project's small business assessment 
process, procedures, and documentation/reporting requirements using 
the Business Assistance Process floh'-chart on Page 34. 

Using prefabricated sample case studies of small scale enterprises, 
\'lorkshop participants \'lill role play both as a business technician 
and as a SSE in a real life manner, use the required business 
assessment fonns, and propose a plan of action for the SSE to 
re-enforce the business assistance skills needed by Business 
Technicians in the implementation of the business assessment 
process. 

1Alring the	 workshop, the Business Technicians will identify 
strategies they	 can use in their outreach and advocacy activities. 

IA1ration Five	 (5) -lays. 

Site:	 Panama City 

t1ethodol<Jg'j:	 Lecture/Discussion Role Play 
Group \lork Case stutly 

Trainer:	 Training Specialist with a strong background and experience in 
small business development, business mId financial management 
assistance, and hw~ resource development. 

Credit Officer from one of the Participating Financial Instituticns. 

AID Project Officer as a Resource Person. 

fute:	 Immediately after all of the participating job positions have been
 
filled and prior to the delivery of technical assistance services
 
by the Business Developnent Resource Centers.
 

3. Simultaneous with the training of Supervisors and r.rechnicim1s I 

the administrative support personnel, i.e. all Secretary/Receptionists hired 
for the project, will receive the following training: 

Overview of the Project purpose, goals, objectives, process, targ;)t 
beneficiar~3s, and the roles, functior~, and responsibilities of 
the Secretary/Receptionist in the Project based on their job 
description and specifications. 

Specialized Training in Electronic Data Processillg and DP 
Infonnation Collection and Management. 

\ 

\\ 
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Goal:	 rDo provide the Project secretary/Receptionists with the opportunity 
to develop and improve their skills in Data Processiny and DP 
Hanagement Infonnation b'ysterns using a micro-computer to support 
the Project management decision-making and evaluation process. 

Content: 

b~ills developnent in the use and maintenance of a rnicro-cornputer. 

Levelopmemt of a Project infonnation system h'hich \vill record and 
store the data needed to monitor Project olJerations and finances. 

Skills development in:	 Data Recording. 
Data Corrnnunication, 
Data Storage or Filll1g, 
Data r~trieval or Access, 
Data Processing, and 
Data Reportinn • 

Duration:	 2 h'eeks. 

Site:	 ~na City 

r·1ethodology:	 Lecture/Discussions Use of Handbooks 
b~ills Leveloprnent (Individual) 

rfrainer:	 Local EDP Specialist with experience in developing and using DP 
Management Infonna.tion Systems. 

U:1te:	 As soon as the secretary/Heceptionists are hired by the Project. 

4. Based on the results of the training needs assessment of the 
RAe Supervisors, Business Technicians, and the two Business 'l'echnicians fran 
FEDPA, an on-going training program \Vill be designed, implemented, and 
coordinated by the HAC Training Office. 

Goal:	 'Ib provide Project professional staff who furnish technical 
assistance to Small Scale Entrepreneurs with the opportunity to 
develop and improve their skills in small business assessment, 
business and financial management, and loaI1 application procedures 
of Participating Financial Institutions which will enable them to 
provide quality business and financial tecllnical assistance 
services. 

Content: 

Overview of a successful, well organiZed and managed business. 
b~ills development presentatials and dicussions of ~le following: 

I, \ 
\ 



General Business t1anagement tasks: 

Establishment of Business	 Business/Plant Location nnd Site 
OJjectives Selection 

Orgm1izatian & Structure 11aterials liandling & Distribution 
Company Policies & Procedures Production/Sales I-bnagement 
Reports and Controls Value Analysis 
Job Descriptions & SlJecifications Purchasing Procedures 
Hanageraent Developnent Inventory Control 
Finployee Evaluation & Rating Office 11anagement 

Systems Procedures & SysteIi\S
 
Personnel Records Form Design
 

b~ills developnent presentations and discussions of the following: 

Business Financial Hanagement tasks: 

Cash 11anagenent ROA/ROE Evaluation 
Receivables 11anagement Discount Cash FlOd Investment 
Inventory Control l1.valuation 
lease/Borrow Analysis of Equipment Evaluation of Business Capacity 
Break-even Analysis Based an Cash Fla'1 sensi tivity 
Cost/Volume/Profit Analysis Analysis 

Skills development presentations and discussions of the following: 

Business 11arketing tasks: 

11arket Research Pricing Policies 
Product & Customer Service Advertising & Sales Promotion 
Sales Forecasting Bid Preparation 
Herchandising 

SpecialiZed Credit Financial Analysis 

D.1ration:	 'I\IQ (2) weeks. 

Site:	 Panama City 

l·~thcxlology:	 Prepared Handouts on each topic area. 
Lecture/discussion 
Pale Play 
\'lork Groups 

'lrainers:	 AlD Project Officer 
APlIDE 
~'I Credit Officers 
Association of Accountants 
UNIOO 
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5. l'amiliarization seminars 

In order to divulge the benefits of the Project, 12 l{egional 
l'amiliarization	 Seminars will be hosted by UNPYHE in the first-two years of 
the Project. It is expected that at least 50-100 persons will attend each 
seminar. '!'hese	 seminars will serve two basic purposes: 1 }attract 8SEs to the 
Project, and 2}help UNPYHE increase its mcrabership. '!'he scope of the 
seminars is as foll~vs. 

Participants:	 Sr,all scale entrepreneurs in and around the locales of funama, 
Colqn, Penonom~, llivid, Santiago, and Azuero. 

Goal:	 To provide the small scale entrepreneurs with the opportunity to 
acquire informL" ion aOOut the resources of the Small Business 
Assistill1ce project, its business and financial I~~g~nent tecrulical 
assistance services, and tlle small business loan and guarantee fund 
Hhich Hill enable them to improve their business and financial 
manag8@8nt skills, prepare proper finwncial lCK~1 applicati~lS, 

expand their existing businesses with business lOilllS, minimize 
business failures, and Ultimately create !rDre employment 
opportunities. 

Content: 

State@ent and discussion of tlle rationale for the ~nall Business 
Assistance Project. 

overview of the Project pu!"lX)se, goals and objectives, illld target 
beneficiaries for small business assistance. 

Details of tl1e small business assistance process and procedures, 
and tlle business and financial !nanag~nent assistance services. 

Identification of the purpose, functions, staffing, and locations 
and office hours of tlle Business Development Resource Centers. 

Explanation of tlle mechanics of the small business loan ar.d 
guarantee fund. 

Identification of tlle Participating Financial Institutions. 

Explanation of the procedures for loan application at the 
Participating Financial Institutians. 

Description of the follow-up business and financial management 
tedhnical assistance services provided by tlle Business Develol~nent 

l~source Centers to successful loan applicants. 

Open discussion of the problems and concerns of the private small 
scale entrepre:leur in the pres~lt economy. 

Explanation of how to sign-up for the services of the Project. 
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Sign-up small scale entrepreneurs at the seminar (Use SSg Intake 
Form) • 

Conduct assessment of SSE business skills development needs 
assessment as a preparation for the Specialized Business and 
Financial 11:magement \brkshops for SSEs. 

Duration: One (l) day. 

Site: A conference facility near the Business Development Resource 
Centers which can seat about 50-100 PeOple canfortably. 

HethodolCXJ'J:	 Project Brochures to ParticiPants. 
Lecture/Discussion 
Open Forum 
Prepared Business Skills ~velopnent Needs Assessment 
Questionnaire. 

Trainer:	 Project General l·1:mager, Supervisors, and Business Technicians of 
the Business r.evelopment Hesources Centers in their respective 
locales. 

~1E Officials. 

APEDE Representatives. 

D:lte:	 As soon as the Business Development Resource Centers are ready to 
handle clients. Six (6) seminars per year for Project 
familiarization anJ outreach p.rrposes. 

6. Specialized Business and Financial Management \'lorkshops 

m~ ~'lill host SPecialized workshops to cover the various 
areas of training that are needed by SSE members and non-members of UNPYl1E. 
~1E will utilize the resources of APEDE to provide the SPecialized Business 
Training Seminars throughout the country. It is expected that at least 
500-1000 SSEs will attend these seminars. 

Participants:	 Small scale entrepreneurs in and around the locales of Panama, 
ColQn, Penon~, ravid, santiago, and Azuero. 

Goal:	 flb provide the small scale entrepreneurs with the opportuni ty to 1) 
aOIUire information on basic business developnent and operatioos, 
2)to develop their business and financial manayement skills which 
will enable them to improve and expand the financial and market 
potential of their businesses; 3)to upgrade the planning, 
organizing, directing, coordinating, and controlling functions of 
their business, and 4)to develop a positive attitude for the 
acceptance of the need for change in their present business 
manageIJ".ent, financial, and marketing procedures. 



Content: 

OvervieH of a successful well organized and IllonagOO business. 

Skills development presen~1tions and dicussions of tlle 
following: 

General Business Hanager,lent tasks: 

Establishment of Business	 Business/Plant Location and Site 
Cbjectives Selection 

organization & Structure 11aterials Handl ing & Distribution 
Company Policies & Procedures Production/sales H:magement 
l~ports and Controls Value Analysis 
Job Descriptions & Specifications Purchasing Procedures 
11anagement Development. Inventory Control 
Einployee Evaluation & Rating Office 11anagement 

Systems Procedures & Systems
 
Personnel Records Fonn Design
 

Skills develoIA~ent presentations and discussions of the following 

Business Financial I~gement tasks: 

Cash f1anagement ROA/HOE ~valuation 
Receivables l-1anagement Discount Cash Flot'J Investment 
Inventory Control ~valuation 

I..ease/l3orrO'r1 Analysis of Equipment ~valuation of Business Capacity 
Break-even Analysis Based on Cash FloH 
Cost/Vollune/Profi t M<:'.J.ysis Sensitivity Analysis 

Business f1arketing tasks: 

l1arket Research Pricing Policies 
Product & Customer Service Advertising & Sales Praootiol 
Sales Forecasting Bid Preparation 

IAlration:	 Three (3) weeks, three (3) nights per week for thr'~e (3) 
hours/night from 6:00 FM to 9:00 PH. 

Site:	 A conference facility near the Business Developm~nt Resource 
Centers Which can seat about 50-100 PeOple. 

1~thcx101ogy:	 Prepared Handouts on each topic area. 
Lecture/Discussion 
Work Groups 
Role Play 
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'rrainer(s):	 Business Assistance Training Officer-\lorkshop Designer. 
Business Assistance SUpervisors-local \~rkshop Ooordinators. 
Business Assistance Technicians. 
Training Resources of APEDE. 
Local well-informed and successful Bmall scale entrepreneurs 
of (UNPYHE). 
Specialists from the Association of Acoounts. 
UNIDO Production Specialists. 
AID Project Officer 

rate:	 Six (6) Il'Ontl1s after the establishment of the Business eevelopnent 
Resource Center operations. One \-'lorkshop for each Hesource Center. 

MICI	 '1'ec1mical Assistance 

tlICI will receive 30 Il'Onths of specialized technical 
assistance during the 5-year life of the Project to: 

a.	 initiate the implementation of the Project, 

b.	 design training prCXjrUlilS and curricula for i-ITCI personnel 
and SSEs, 

c)	 prepare fonnats to nnnitor business assistance to SSEs. 

d)	 oollect data for two (2) major Project evaluations. 

e)	 address unforeseen Project problems. 

I.	 pInJEC".£' hVAUJATION 

As part of AID's evaluation mandate, there will be two (2) 
evaluations conducted during the 5-year span of AID direct involvement in the 
Project. The first will be a mid-tenn evaluation (goal attairunent) conducted 
during the first quarter of the 3rd year of the Project, the seo:nd will be an 
impact evaluation at the beginning of the 5th year. '!'he evaluatiCXls will be 
based on the Sector Goal, Project Purpose, and Outputs as listed in the 
logical Framework. 

1. The first evaluation will detennine the degree of progress
 
toward the achievment of planned Project goal, purp:>se, and outputs. It will
 
focus the follOding:
 

~ r ••	 effectiveness of the Finilllcial and Business Assistance 
Components, 

b.	 effectiveness of the institutional structure 
administering the Project, 

c.	 the obstacles and weaknesses \~ithin tlle Project, and 

d.	 the corrective actions or adjusbnents necessary to 
improve Project operations. 

I \ 
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The evaluution Hill examine and measure the timely provision 
and adequacy of Project inputs on the part of GOP/HICI, GOP/llliP, WIs and AID 
and their respective perforI;\cmce in providing financial and business 
assistance to SSE::; as conpared to the planned and actual outputs of the 
Project. 

rl'he evaluation vdll examine the extent to \vhich tl1e folowing 
are progressing: 

-SSE	 a\'lareness of the Project (Outreach), 

-effectiveness of the Financial Component: 

(1)	 adequacy of the spread to PFls and the 13NP. 

(2)	 adequaC'j of the premium and coverage of the 
guarantee mechc.mism'. 

(3)	 te~q and conditions of the sUb-loans. 

(4)	 prCXJress to'dard :;elf-sufficiency of the Financial 
Co:l1ponent. 

(5)	 ratio of loan applications submitted and loans 
approved. 

(6)	 coordination betHeen the BHP, PFls, and 11ICI. 

(7)	 jcjbs generated due to loans approved. 

(8) effectiveness in reaching micro-enterprises. 

-effectiveness of the Business Assistance ColTIlX)nent: 

(1)	 SSE reception and participation in the Project. 

(2)	 adequacy of the business tec1mical assistance 
services. 

(3)	 effectiveness of the business seminars and training 
\·:or}~shops for SSEs. 

(4)	 effectiveness of the Project staff training. 

(5)	 the extent to which SSEs execute business technical 
assistance recor.ul1endations. 

(6)	 the extent to Hhich business assistance has 
contrIhuted to employement increase aH'Ong SSEs. 

(7)	 coordination beb-lt;en 11ICI, SHe, APEDE, Ul-iPYBE, :FEDPA. 

(8)	 pra.Jress ta.'lards the institutionalization of 
technical assistilllce to Sille..' 11 business. 

..\ 
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'rhe data required for the first evaluation \'lill be gathered at 
the Project's Central Office m1d Business Developnent l~source Centers, the 
offices of the Participating FiI~cial Institutions, tl1e offices of 
SmallUusiness CoIilfXXlent fllembers, UUPYl1E, and APillE, and the business sites of 
the small scale entrepreneurs. 'Yne data will be obtained in the follCMing 
manner: 

(1) Interview with AID Project Officer. 

(2) Interviews with SSEs using a prepared questionnaire. 

(3) Intervieh's with Resource Center Supervisors, 
Business Technicians, mId Secretary/Receptionists 
using a prepared questiof1naire. 

(4) Interviews with the Project General tlJanager, 
Administrative/ Contracts Oificer and 'training 
Specialits. 

(5) IntervieHs with PFI Credit Officers and Bank 
Officials. 

(6)	 Revie~'i of SSE Credit applications and loan reoords 
at the PFIs. 

(7)	 Heview of Project/Heoords/I:bcuJ.nentaticil at Project 
Central Office,Business Development Resource 
Centers, and AID Project Office. 

(8)	 Interviews with BNP and PFI officials responsible 
for ooordinating the Loan Guarantee EUnds at the 
national level. 

(9)	 Review of the t1inutes of the Consejo Nacicnal. de la 
Pequefia &1presa meetings. 

(10)	 Intervie~'is with officials and participating staff of 
UNPYHE, APEDE, and other business organizations. 

(11)	 Interviews with the memhers of the Consejo Naciooal 
de la Pequefia Empresa. 

The first evaluation design and process Hill be carried out by 
a reCUJr1ized private management and goverrunental oonsulting firm which 
maintains a staff \'iith varied and cross-disciplinary eXIJertise in the 
developraent, implementation and evaluation of small business progrmns, hac; 
bpanish-speaking capabilities coupled Hi th lO1cMledge of the local custOlns and 
conditions in Pancuna, and experience working with AID-assisted Prdjects. The 
consultiny firm will be required to conduct tl1e evaluation field \Jork, prepare 
the analysis, present their findings and reoonu,lendations to the 11ission, and 
submit a draft evaluation report to the 11ission prior to departure from the 
Hission. 'I'he final evaluation reIX>rt will be submitted to the 11ission within 
15 Horking days after departure of evaluation team from the Hission. 



The estimated cost of the first evaluation for persormel 
salaries, international travel, in-country travel, per-dieln lnaterials, and 
overllead will be $50,000.00. TIle costs for the evaluation are built into the 
Project budget of AID/Panama. 

This first evaluati0n will occur mid~.,ray into the third yeax: of 
the Project. 

2. r!'he second or final evaluation of the Project will detennine 
the reSUlts/effects of the Project after 5 years of operations (II:lpdct 
c,"'valuation). r!'his e'Jaluation Hill, again, undertake an input/output 
perfornance assessment at each level of the logical Framework ta.m.rds the 
achieveIi1ent of their respective targets. I t will have the same focus as the 
first evaluation, however it will contain an inc.iepth study of the: 

impact of Project on employInent generation, 

self-sufficiency of the Loan and Guarantee rUnds, 

institutionali~ltionof sl~lll business assistance, 

fonnulation of small scale enterprise develorxnent p::>licy by 
the GOP, and 

cost/benefit ratio of the Project costs and number of loons 
approved, $ allount of loans, nwrber of jobs generated, and 
number of businesses assisted. 

rlhe data gathering process of the second and final evaluation 
will be similar to the first. However, additional SSEs will be identified to 
respald to survey cjUestionnaires and interviews. TIle SSEs interviewed during 
the first evaluation will also be interviewed to detennine the long-tenn 
effects of the Project on their businessess. . 

3. r.('he evaluation design and process \'lill be carried out by a 
recognized private management and governmental consulting finn \'Jith the saroo 
qualifications as those specified in the first evaluation. However, the final 
evaluation report \-lill be required by the Hission within 20 Harking days fram 
the evaluation team I s departure from the r1ission. 

4. rlhe estinatecl cost of the impact evaluation is $50,000.00 for 
personnel salaries, international travel, in-country travel, per-diem, 
materials, and overhead costs. ri'his cost is built into the Project budget of 
AID/Panama. 

5. r!'he evaluation will tal~e place at the end of the fifth (5th)
 
year of the Project as joint effort of the GOP and AID.
 

J. RmXJRCE REaJl REI1ENl"J 

1. Business Assistance 



a. To provide the business assistance HICI will utilize its 
0n'l1 business teclmicians and contract part-time business technicians as needed 
and paid according to issued task orders. Hy the fifth year of the Project, 
MICl will have a total of 29 trained business tec1micians, 12 of whom will be 
from their 0\'Jl1 staff. 

b. MICI will station one supervisor in eac11 of their six (6) 
regional offices who will supervise, coordinate and review the work of the 
business technicians, and also conduct business assessments and provide 
business assistance. 

c. BICI will have one (I) vehicle assigned to each field 
office and one (I) vehicle to ~le Project Administration Office = 7 ve11icles. 
It is expected ~lcl.t eac11 vehicle will consume 710 gallons per year for a total 
of 4,970 gallons per year for 7 vehicles. 

d. MICI will also assign one (I) micro-computer to each 
regional office and one (I) to the Central Office of the Project to record and 
m:mitor the Project finances, business assistance activi ties, and store 
information for Project evaluation. 

e. FEDPA will contract 2 technicians to provide business 
assessments its members to assist them in the review, approval or disapproved 
loan applications. 

2. Staff Training and ~velopnent 

a. In order to train their personnel in the pr03ram, HICI 
will contract out the develol~t of 4 tYI~s of training material as follows: 

Business TeChnicians, 
~~PA Credit Officers 3 courses 
and Supervisors 

Aillninistrative SUpport 1 oourse 

b. '!b provide the assistance to SSEs it is necessary to 
train in five years 121 persons as follows: 

MITCI Business Technicians 53 
Contracted Business Tec11. 40 
NICI Supervisors 12 
Mm. Personnel 12 
FEDPA Business rrec11. 4 

'!btal 121 

\
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3. Administrative Personnel 

fI'he BAC will eventually be administered by 31 I'1ICI staff 
consisting of the folla.'/ing: 

General 11anager 1
 
ffraining Officer 1
 
Administration/COltracts
 

Officer 1
 
Accountant 1
 
SUpervisors 6
 
Business Tedhnicians
 

(Direct Hire) 12
 
Secretary/Receptiollists 9
 

Total 31
 

4. The Project will also finance 30 person months of technical 
assistance to HICI to up:Jrade the nanagerial function of the HAC and develop a 
coordinated mechanism within the three coJTlfXXlents of the project. The 
technical assistance will also develop the data base line to be used for 
Project evaluation, and assist the BAC in the development dnd il11plell,<2ntation 
of their procedurial manual. 

5. Project Liaiscn 

AID will contract a Project liaison during the life of tile 
Project to coordinate all administrative support and monitorship requirements, 
relating to Project implementation. 
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K. cosr ffiOJECrIONS 



71 

I A II B II C II D II E II F 11 G 1 I H 

1 I~'ROJECTION OF EXPENDITURES BY YEAR. COMPONENT, ACTIVITY AND SOURCE 
21 ($000s) 
31 
4 I PROJECT USA I D COUNTERPART TOTAL GRAND 
51COMPONENTS GRANT LOAN GOP PFIs AID COUNTER TOTAL 
61---------------------------------------------------------------------------------------

81LOAN FUND 
9\ CREDIT o 400 o 400 400 400 800 

1141 r PPERAT IONS 155 o o o 155 o 155 
111SUB-TOiAL 155 400 o 400 555 400 9:55 
121 
131GUARANTEE FUND 750 0 0 0 750 0 750 
141 
151BUSINESS ASS:iT. COMPo 
151 BUS. TECH. 44 0 0 0 44 0 44 
171 SUPERVISORS 84 0 0 " 84 0 84 
181 OFFICES 0 0 3'=' 0 121 39 39 
191 MICRO-COMPUTERS 30 0 0 21 30 0 30 
21211 VEHICLES 7121 0 0 0 70 0 70 
211 FUEL & I>1AINT. 0 0 10 0 0 10 10 
221 BUS. TECH. TRAVEL 0 0 3 0 0 3 ~ 

231 FEDPA TECH. 25 121 0 0 25 0 25 
241 BUS. TECH. COURSES 3 0 0 121 :3 0 3 
251 SUPERV. COURSES 1 121 121 121 1 121 1 
2GI ADM. COURSES 1 0 0 0 1 0 1 
27 T. A. UNPYI>iE 17 0 0 0 17 121 17 
28 OFFICE SPACE UNPYME 6 0 0 0 6 0 6 
29 SECRETARY ~ 0 0 0 5 0 5 
30 FAMILIARIZATION SEM. 2 121 0 0 2 121 2. 

31 TRAINING SEM. 1121 0 0 0 10 0 10 
'7 -=.0 
~L_ ADM. PERSONNEL 1-47 0 20 0 147 20 167 
33 BUSINESS ASSIT.SUB-TOTAL 't45 0 72 0 445 72 517 
34 
35 PROJECT EVALUATION 0 121 0 0 0 0 0 
36 PROJECT LIASON 50 0 0 0 50 0 50 
37 EVALUATION SUB-TOTAL 50 0 0 121 50 0 50 

38 
39 T. A. TO MICI 100 0 0 0 100 rz: 100 
40 
41 YEAR 1 PROJECT TOTAL 1500 400 72 400 1900 472 2372 

42 
43 ACUMMULATED COST 1500 400 72 400 1900 472 2372 
44 
45 JULY -=-."..... ~, 1984 DISK 5, SBD1 
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pI J II K II L II M II N 11 0 I I I I Q 

1 IPROJECTION OF EXPENDITURES BY YEAR, COMPONENT, ACTIVITY AND SOURCE 
21 ($0005> 
31 
4 1PROJECT USA I D COUNTERPART TOTAL GRAND 
51 COMPONENTS GRANT LOAN GOP PFIs AID COUNTER TOTAL
61---------------------------------------------------------------------------------------
71 
81LOAN FUND 
91 CREDIT o 1000 o 1000 1000 1000 2000 

101 OPERATIONS 145 '" o o 145 o 145 
11 1SUB-TOTAL 145 1000 o 1000 1145 1000 2145 
121 
131GUARANTEE FUND 250 o 250 o 250 250 500 
141 
15lBUSINESS ASSIT. COMPo 
151 BUS. TECH. 113 o o o 113 o 113 
171 SUPERVISORS B"t o o o B4 o B4 
181 OFFICES o o 39 o o 39 39 
191 MICRO-COMPUTERS o o o o o o o 
201 VEHICLES o o o o o o o 
211 FUEL & MAINT. o o 10 o o 10 10 
221 BUS. TECH. TRAVEL o o 9 o o 9 9 
231 FEDPA TECH. 56 o o o 55 o 56 
241 BUS. TECH. COURSES 3 o o o 3 o 3 
251 SUPERV. COURSES 1 o o o 1 o 1 
261 ADM. COURSES o o o o o o o 
271 T.A. UNPYME 17 o o o 17 o 17 
2Gl OFFICE SPACE UNPYME 6 o o o 5 o 5 
291 SECRETARY 5 o o o o 
301 FAMILIARIZATION SEM. o o o 2 o 2 
311 TRAINING SEM. 10 o o o 10 o 10 
321 ADM. PERSONNEL 125 o 42 o 125 42 167 
331BUSINESS ASSIT.SUB-TOTAL 422 o 100 o 422 100 522 
341 
351 PROJECT EVALUATION o o o o o o o 
351 PROJECT LIASON 50 o o o o 50 
371EVALUATION SUB-TOTAL 50 o '21 o o 50 
381 
33IT.A. TO MICI 100 o o o 100 o 100 
401 
411YEAR 2 PROJECT TOTAL 957 1000 350 1000 1957 l350 3317 

421 
43lACCUMULATED COST 2467 1400 422 1400 3B57 IA22 55B9 

L~41 

451 
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I S I I T I I U I I V I I W I I X I I Y I I Z 
1 I PROJECTION OF EXPENDITURES BY YEAR, COMPONENT, ACTI\ TY AND SOURCE 
21 ($000s) 
31 
4 1PROJECT U S A I D COUNTERPART TOTAL GRAND 
51COMPONENTS GRANT LOAN GOP PFIs AID COUNTER TOTAL 
61---------------------------------------------------------------------------------------
71 
BILOAN FUND 
91 CREDIT I?I 1600 0 1600 1600 16121121 32121121 

112lJ OPERATIONS 121 121 121 121 121 (£I 121 
11 ISUB-TOTAL 121 16121121 0 16121121 16121121 160121 32121121 
121 
13 IGUARANTEE FUND 0 121 25121 121 121 250 25121 
141 
151BUSINESS ASSIT. COMPo 
161 BUS. TECH. 11215 121 68 I2l 11215 68 173 
171 SUPERVISORS 84 121 121 121 B4 121 BLt 
IBI OFFICES 121 121 39 0 121 39 39 
191 MICRO-COMPUTERS 121 0 121 121 121 121 121 
21211 VEHICLES I2l 0 121 121 121 121 121 
211 FUEL & MAINT. 121 121 1121 121 121 1121 1121 
221 BUS. TECH. TRAVEL 121 121 16 121 0 16 16 
231 FEDPA TECH. 62 121 0 121 62 121 62 
2 J1-1 BUS. TECH. COURSES 4 121 121 121 4 0 4 
25l SUPERV. COURSES 3 121 121 121 ::; 121 3 
2Gl ADM. COURSES 1 121 121 121 1 0 1 
271 T. A. UNPYl"lE 121 0 121 121 121 121 121 
281 OFFICE SPACE UNPYME 121 0 121 121 0 121 121 
291 SECRETARY 121 121 121 121 121 121 121 
301 FAMILIARIZATION SEM. 0 0 121 0 121 121 121 
311 TRAINING SEM. 10 121 121 121 10 0 1121 
321 ADM. PERSONNEL 121 0 167 121 0 167 167 
331BUSINESS ASSIT.SUB-TOTAL 269 121 31210 121 269 3121121 569 
341 
35J PROJECT EVALUATION 50 0 0 121 50 0 5121 
351 PROJECT LIASON 50 121 121 121 5121 121 5121 
37 I EVALUATION SUB-TOTAL 10121 121 121 121 11210 121 100 
3BI 
391T.A TO MICI 121 121 121 121 121 121 121 
401 
411YEAR 3 PROJECT TOTAL 359 161210 55121 16121121 1969 215121 4119 
421 
43 IACCUMULATED COST 2836 3121121121 972 3121121121 5836 3972 981218 
441 
451 
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I AS I I AC 1 I Ar 1 I AE I I AF 1 I AG II AH I I AI 
11PROJFCTION OF EXPENDITURES BY YEAR, CO~PONENT, ACTIVITY AND SOURCE 
21 ($000::.) 
31 
4 1PROJECT USA I D COUNTERPART TOTAL GRAND 
51COMPONENTS GRANT LOAN GOP PFIs AID COUNTER TOTAL
51---------------------------------------------------------------------------------------
71 
81LOAN FUND 
91 CREDIT o 1800 o 1800 1800 1800 3500 

101 OPERATIONS o ~ o o o o o 
11 I SUB-TOTAL o 1800 o 1800 1800 1800 3500 
121 
131GUARANTEE FUND o o o o o o o 
141 
15lBUSINESS ASSIT. COMPo 
16l BUS. TECH. o o 204 o o 204 204 
171 SUPERVISORS o o 84 o o 84 84 
181 OFFICES o o 39 o o 39 3'J 
191 MICRO-COMPUTERS o o o (21 o o o 
201 VEHICLES o o o o o o o 
211 FUEL & MAINT. o o 10 o (21 10 10 
221 BUS. TECH. TRAVEL o " 21 o o 21 21 
231 FEDPA TECH. o o o o o o o 
241 BUS. TECH. COURSES 3 o o o o 3 
251 SUPERV. COURSES 1 o o o 1 o 1 

2Gi ADM. COURSES 1 o o (21 1 o 1 

271 T.A. UNPYME o o o o o o o 
28l OFFICE SPACE UNPYME o o o o o o o 
291 SECRETARY o o (21 o o o o 
301 FAMILIARIZATION SEM. o ill o o o o o 
311 TRAINING SEM. 10 o o o 10 o 10 
321 ADM. PERSONNEL o 121 167 o o 157 157 
331BUSINESS ASSIT.SUB-TOTAL 15 o 525 o 15 525 540 
341 
351 PROJECT EVALUATION o o o o o o 
351 PROJECT LIASON 50 o o o 50 o 50 
371EVALUATION SUB-TOTAL 50 o o o 50 o 50 
381 
39IT.A. TO MICI o o o o o o o 
401 
411YEAR 4 PROJECT TOTAL 55 1800 525 1800 1855 2325 4190 

421 
431ACCUMULATED COST 2901 4800 1497 4800 7701 6297 13998 

441 
451 



71 

I AK I I AL I I AM I I AN I I AD I I AP I I AQ I I AR 
1 I PROJECTION OF EXPENDITURES BY YEAR, COMPONENT. ACTTVITY AND SOURCE 
2 J ($000s) 
31 
4 I PROJECT USA I D COUNTERPART TOTAL GRAND 
5lCOMPONENTS GRANT LOAN GOP PFIs AID COUNTER TOTAL 

51----------------------------------------------------------------------------------------

BILOAN FUND 
91 CREDIT o 1200 o 1200 1200 1200 2400 

H.' I ~PErUFtONS o o o o 121 o 
11:StJEi-T:JTAL 1200 o 1200 1200 1200 2400 
121 
13IGUARAN'rEE FUND 0 0 0 o o 
141 
151BUSINESS ASSIT. COMPo 
1G I BUS. TECH. o 229 0 0 229 229 
171 SUPERVISORS o o 84 0 0 84 84 
lBi OFFICES o o 39 0 0 39 39 
19\ MICRO-COMPUTERS o o 0 0 121 \21 121 
201 VEHICLES o o 0 0 0 121 o 
211 FUEL & MAINT. o o 10 121 121 10 10 
221 BUS. TECH. TRAVEL o o 25 0 0 25 
231 FEDPA TECH. o o 0 0 0 o o 
241 BUS. TECH. COURSES o o 3 0 0 3 3 
251 SUPERV. COURSES 121 o 1 121 121 1 1 
2GI ADM. COURSeS \21 o 0 0 0 o o 
271 T.R. UNPYME o o "-' 0 0 121 o 
2B' OFFICE SPACE UNPYME o o 0 0 0 o o 
2') I SECRETARY o o 0 
301 FAMILIARIZATION SEM. o 121 121 0 0 o o 
311 TRAINING SEM. o o 10 121 0 10 10 
321 ADM. PERSONNEL o o 157 0 0 167 167 
331BUSINESS ASSIT.SUB-TOTAL o o 568 0 0 558 5E.B 
341 
351 PROJECT EVALUATION 50 o 0 0 50 o 50 
351 PROJECT LIASON 50 o 0 0 50 o 50 
37lEVALUATION SUB-TOTAL 100 o 0 0 100 o 100 
381 
39IT.rl. TO MICI o o 0 0 0 o o 
401 
411YEAR 5 PROJECT TOTAL 100 1200 55B 1200 1300 176B 3058 
421 
43lACCUMULATED COST 3001 5000 2055 6000 9001 B065 17055 
441 
451 



1 A I I B I 1 C 1 I D 1 I E 1 I F 1 I G 
1 IPROJECTION OF EXPENDITURES BY YEAR, COl>lPONENT AND ACTIVITY 
21 
31 
4 IPROJECT YEAR YEAR YEAR YEAR YEAR TOTAL 
51COMPONENTS 1 2 3 4 5 COST 
61----------------------------------------------------------------------------
71 
BILOAN FUND 
91 CREDIT BI2II2I 2121121121 321210 351210 24121121 12121121121 

l01 OPERATIONS 155 145 121 0 121 300 
11 ISUB-TOTAL 955 2145 320121 360ib 24121121 123121121 
\21 
l3JGUARANTEE FUND 75121 5121121 25121 0 121 15121121 
14 
15 BUSINESS ASSIT. COMPo 
L5 BUS. TECH. 44 113 173 21214 229 763 
L7 SUPERVISORS B4 B4 84 84 84 42121 
18 OFFICES 39 39 39 39 39 195 
19 MICRO-COMPUTERS 3121 121 121 0 121 30 
~l2J VEHICLES 7121 121 0 0 121 7121 

21 FUEL & MAINT. 1121 1121 1121 10 1121 50 
-=:2 BUS. TECH. TRA'.jEL 3 9 15 21 25 74 
~3 FEDPA TECH. 25 55 52 0 0 143 
24 BUS. TECH. COURSES 3 3 4 3 3 15 
25 SUPERV. COURSES 1 1 3 1 1 7 
::5 ADM. COURSES 1 121 1 1 Cl 3 
27 T. A. UNPYME 17 17 121 0 121 34 
28 OFFICE SPACE UNPYME 6 5 121 0 0 12 
::9 SECRETARY 5 5 0 0 10 
~0 FAMILIARIZATION SEM. 2 2 121 0 121 4 

31 TRAINING SEM. 1121 10 10 10 1121 50 
12 ADM. PERSONNEL 167 167 157 167 157 835 
)3 BUSINESS ASSIT. SUE'-TOTA 517 522 559 540 558 2716 
34 
35 PROJECT EVALUATION 121 0 5121 0 5121 1121121 
~6 PROJECT LIASON 5121 50 5121 50 5121 250 
37 EVALUATION SUB-TOTAL 50 5121 1121121 50 11210 350 
38 
~9 T. A. TO MICI 11210 10121 121 0 0 20121 
~0 

41 PROJECT C0ST BY YR. 23"/2 3317 4119 4190 312158 17\ll66 
'f2 
f31nCUMMULATED COST 2372 5689 9808 13998 1712166 
4l~ I 
451 
fE-I DATE: JULY 25, 1984, DISK:5, SUMCOST1 
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\'lORKING r,CAl3LE'S ~-oR 'l'llli HAC 
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TABLE 1 

NtHBER 01" .3GEs RfC:::IVlNG BUSINESS A::-.5rSTANCE
 
PEHSONS y.,::J>.R ~JIPSJ'.rl~l'S .'\:ID QlSf3
 

1 2 3 ., S ·.tr~.1-5 G 7 8 9 10 

SSEs R.:.~Clvin~ 13us. Assist. ...... ,r.Sus. !\sS8::iS::te::t 1/ .;I~}C 1 OO~-: ':',60'; 1, ,=)) .'., V);! 
~ 

~" tk,)D ?000 2,000 2,000 2,000 2,000 
nus. Assist.~'1:::e 2/ 200 ::<:"(' 80,J '_~lX) 1, OG~I 3,4-JO l,OC') 1,000 1,000 1,000 1,000 

[\ ~n''''I8'..:s. FoHo.,-t:r. "3 ..:. .... ~ 7CG L:n., 1,70:) 3, ~~"):; ;•• ~C'IJ 2,000 2,000 2,000 2,000 
Yr:. 2 580 J(\(\ 9(;:1 2, .;.)1) 1, ana 1.·JGC 1,000 1,000 1,00::> 
Yr:. 3 2Ud SIJO <.;':JO "l, SOD 90C 1,000 1,000 1,000 1,000 

Business 'fuC)I. l't:.r/Yror 5 12 21 26 2S' 30 31 :U 31 31 
Bus . :~SC~3S::te.."1t -I! 4 9 15 17 19 19 19 19 19 19 
Bus. .~.ssist<mce 5/ 1 2 4 4 5 5 5 5 5 5 
13c:s. Follo./-L.:p ~/ 0 1 2 5 6	 7 7 7 7 7 

N::l. mCI 13l..:.s. Tech. 21 5 12 12 12 12 12 12 12 12 12 
:b. Contractors 0 0 9 14 17 18 19 19 19 19 

13us. ~ech. Cost 32,000 84,800 144,800 175,200 200,800 637,600 205,600 208,000 208,000 208,000 208,000 
Fringe Benefits 35'S §/ 11,928 28,627 28,627 28.627 28,627 126,437 28,627 28,627 28,627 28,627 28,627 

43,928 113,427 173,427 203,827 229,427 764,037 234,227 236,627 236,627 236,627 236,627 

(1)	 bJumbcr of SSE.:> requesting business assessments. 
(2)	 50% of SSE l~~ al~licants receive loans. 
(3)	 Nu;:1bcr of SSEs tl1.:lt require follo.r-up business assistance during the second and third ye;;;,r of their loan. 
(4)	 13usiness assessQCnts require 2 visits per SSE for a total of 16 hours. 
(5)	 SSEs receiving loans-business assistance required during the 1st year of a 100m is 12 hrs. 
(6)	 Follow-L.:p business assistance during the 2nd and 3rd year of a loan requires 2 visits at 3 hours each = 'Ibtal 

of 6 hour$. 
(7)	 Nur.1ber of l-UCI =u1d Contract Business Techni:::ian::; required per year. 
(8)	 I:'rinqe l3enefits (35.46%): Segura Social - 10.75%, Seguro Educativo - 1.25%, Riesgo ProfesiCXla1 - 1.50%, 

Decino T~roer - 8.33%. 
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Position 

General l1anager 

Training Officer 

Administration/ 

Contract Officer 

AccolIDtant 

Secretary/Typist 

Sub-Total 

Fringe Benefits at 35% 

'LUrA!.. CDST: 

'lIABLE 2
 

AO-1llUSTlOOlVE PEHSOl.'lllliL
 

Nwnber tbnthly \'lage 

1 2,000 

1 1,250 

1 1,100 

1 1,000 

9 550 

5,900 

Yearly Hage 

24,000 

15,000 

13,200 

12,000 

59,400 

123,600 

43,260 

166,860 
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TABLE 3 

WIDER OF FEJ..)PA BUSINESS 'lliCHNICIANS 

Cost of :FEDPA 

Salary 

Fringe Benefits 

Per Diem 

Transportation 

OVerhead 

Year 1 

24,934 

11,000 1/ 

4,938 

2,200 

2,640 

4,156 

Year 2 

55,644 

24,200 2/ 

10,862 

5,500 

5,8U8 

9,274 

Year 3 

61,800 

26,600 2/ 

11,948 

6,600 

6,380 

10,872 

!I 
y 

'l\'lO technicians. 

Four teclmicians. 
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'l'ABLE 4 

lOCATION, NU'tBER AND Q)S'r m' RBJIU-.JAL OF.FlCES PER YEAH 

location Nl..1r.Iber Cost 

Panama 1 18,000 

Penonom~ 1 4,200 

Azuero 1 4,200 

Santiago 1 4,200 

IEvict 1 4,200 

Co16n 1 4,200 

Total 6 39,000 

\
(\ 

\ 
I \ 



TABLE 5 

NlMBER AND o.JST OF EQUIR1EN'I' 
(In dollars) 

Years 

rescription 1 2 3 4 5 6 7 8 9 10 

1.Purchase of 

Micro-Computer 

Numher II 
Cost 21 30,000 

7 7 

- 30,000 

2.Purchase of Vehicles 

Number 

Cost "}..I 

7 

70,000 

7 

7u,OQO 

3.Tbtal Equipment 

Cost 100,000 .:. 30,000 70,000 

y.
y
31 

Estimated life per micro-computer is 5 years. 
Estimated cost of micro....computer and software $4285 each. 
Cost per vehicle is $10,000. 
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TABLE 6 

EUEL AlID ItlAIN'fi:NANCE 

Vehicles KM \~ork U3.ys 'rotal Kms 

7 40 per day 213 59,640 

15 KIn per galon= 3975 galons per year 

$:l. 25 per galon $8,946.CO 

Maintenance 15% of fuel=1,342.00 

Total Cost = 10,288.00 (Per year) 
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'fABLE 7
 

NU1BER OF VISI'lli AND 'l'RAVEL <n3T FOR I:lUSINl:SS TfUiNICIANS
 

~sr::ription 1 2 3 4 5 Yrs.1-5 6 7 8 9 10 Yrs.6-10 

Bus. Asses;;;ment 400 1,000 1,600 1,800 2,000 6,800 2,000 2,000 2,000 2,000 2,000 10,000 
B.JS. Assistance 200 500 800 900 1,00", 3,400 1,000 1,000 1,000 1,000 1,000 5,000 
Bus. FollOl~-up 0 200 700 1,300 1,700 3,900 1900 2,000 2,000 2,000 2,000 9,900 

N.nn...'"'er of Visits 1,200 3,400 6,~JO 8,000 9,400 28,200 9,800 10,000 10,000 10,000 10,000 49,800 

Bus. Assessmen:' 800 2,000 3,200 3,600 4,Q(Y) 13,600 4,000 4,000 4,000 4,000 L ,000 20,000 
Bus. Assistance 400 1,000 1,600 1,800 2,000 6,800 2,000 2,000 2,000 2,000 2,000 10,000 
B..ls. r.' '..101"r-up 0 400 1,-::)0 2,600 3,400 7,800 ".800 4,000 4,000 4,000 4,000 19,800 

C)st of Visi:..s $ 3,000 $ 8,700 $16,20.Q $21,3CO $25,200 $74,400 $26,400 $27,000 $27,000 $27,000 52?,:J(){) $134,400 

BlS. Assessment 2,400 6,000 9,600 10,800 12,000 40,800 12,000 12,000 12,000 12,000 12,000 60,000 
B·Js. Assistance 600 ':,500 2,40.i 2,700 3,000 10,200 3,000 3,000 3,000 3,000 3,000 15,000 
l3:.ls. FollOl'l-up 0 1,200 4,200 7,800 10,200 23,400 11,400 12,000 12,000 12,000 12,000 59,40('l 
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'l'ABLE: 8 

REnIOl..ffiL SH·Ul-ffiH. 

Year 1 2 3 4 5 

Number of Activities 

b""'amiliarization 

Seminars 6 6 

'rraining Seminars 6 6 6 6 6 

Number of Persons-
Atending 

Familiarization 

Seminars 200 200 

Training Seminars 200 200 200 200 200 

Total Persons Attending 400 400 200 200 200 

§emip..ar Cost 1/ 

(includes Per Dieto/Travel 

Familiarization 

Seminars 1,650 1,650 

Training Seminars 10,230 10,230 10,230 10,230 10,230 

'rotal Cost 11,880 11,880 10,230 10,230 10,230 

!I Refer to 'rabIes A and B for cost breakdoHns. 
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TABLE A 

FAMILIARIZATION SEHn~ 

~raining Facilities: $ 50 per seminar 

Per Diem & rfi'avel: 

General f1anager $ 75
 

rlraining Officer 75
 

lll~·1E Official 75
 

$225 

Cost Per Seminar: $275 

bix (6) Seminars per year $1,650 

! 
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'I'ABlli B
 

BUSll-msS & ~'INANCIAL 11i\1:·ffiGl1'illJ'r \VOiWJHOP
 

Business and ~"inancial 14:mayement \'1orkshops rW1 for three (3) \-leeks, three (3) 

nights per week for a total of 27 hours. 

Per Dielo for 9 nights x $45 x 6 workshops: 

Travel per h'orkshop: $50 x 6 h'orkshops: 300 

'rotals for 6 workshops $2,730 

Seminar CJntract at $1,250 per workshop x 6: 7,500 

'lbtal Cost: $10,230 
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TECHNICAL ANALYSIS 
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(ooc. 4374P) 
EMPLOYMENl'/UNEMPLOYMENr 

ri'he most recent official figures of W1employment are based on the 
August, 1982 household survey. Unemployment in that year reached 9.1% and 
visible W1deremployrnent (those \'lho work less than 40 hours per week but would 
be willing to \-JOrk IlOre) reached the equivalent of 2.H~ of the labor force. 
The data from the 1983 household survey has not been processed completely, but 
available data indicates that the uner;ployment rate has increased to about 
11.3% and that unemployrilent and visible underemployrnent has reached about 
14%. Fully 73% of the unemployed are concent.rated in the .1'1etropoli tan region 
which comprises PanartlCl. and its adjacent cities, and ColQn. In cel't:ain areas 
adjacent to Panama City, such as San 11iguelito, unemployr.1ent is close to 20%, 
and is said to exceed 25!;' in the city of ColOn. 'l'he concentration of 
m.~mployment in a few urban areas contributes significantly to the 
explosiveness of the W1employrnent issue, which is viewed by many as the Host 
important problem facing Panama today. The unemployment si tuation probably 
\'/ill deteriorate in the irmnediate future as a consequence of the low rates of 
economic growth forecasted for Panama for the next five years. 

In order to understand the nature of the wlemployrnent problem in Panama 
today, and the prospects for the future, it is necessary to CL'1alyze what 
cx::urred in the labor narket in the 1970s. Although the rate of growth of jobs 
created in the 1970s Has only one half of the rate which prevailed in the 
1960s, the unen"Ployment rate remained stable because of a reduction in the 
rate of growth of the labor force, a consequence of a sharp decline in the 
participation rate from 61. 3% in 1970 to 57.6% in 1979. r!'his decline in the 
particilJation rate was due entirely to a decline in the participation rate of 
15-19 year olds, and of those older than 50 years, as is derronstrated by the 
folla.'/ing: 

Participation Rates 

1970 1979 

Total 61.3 57.6
 
15-19 48.3 31.7
 
20-29 69.9 70.8
 
30-39 69.3 72.6
 
40-49 67.6 68.0
 
50-5~ 65.0 58.0
 
I-bre than 60 37.7 30.5
 

The decline in the participation rate is a consequence of incresed 
levels of high school and W1iversity enrollment, as Hell as a reduction in the 
retirement age. The participation rate, which declined steadily in the 1970s, 
has no.'/ stabilized. In the future, it is expected to increase slightly and 
has a consequence, the labor force will increase at about 3% per annum. 



The need to provide eILlployment h) thr. I.ew entrants into the labor force 
is the Host important econC'· lie issue facie i PanillCKl in the irm,1ediate future, 
particularly now that furthE:£ declines in the participation rate are not 
likely. 'rwo other factors increase the magnitUde of the problem. First, 
during the period 1970-79, l:ore than three fourths of new jobs created were in 
the public sector. As public seccor spending Hill be severely constrained. in 
the future, t.he private sector will have to absorb the majority of ne\'t' 
entrants to the labor force. Second, the incremental capital labor ratio in 
the 1970s was four times greater in real terms than in the 19605 and has 
reached US$65,000 at 1984 prices. Even under the lnost optimistic asswnptions 
a.1:xJut gra.vtr. and investment the unelllploymr .11.:. rate is expected to increase in 
the future. 
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Peat, Malwick, Mitchell & Co.r;;I PEAT 
Av~nitla 4ta Sur 

I t::J MARWICK	 l t\ \'l'. Nil'allor A. Obarrio 1\0.5·1) 
Aparlado 5307, Panama 5, R. P. 
Tclcfono: 63·5677 
Telex: 2052 Vcritalcrn 

August 30, 1984 

Mr. Berna! Velarde
 
Project Hanager
 
U.S. AID Mission to Panama
 
Panama, R. of Panama
 

Dear Mr. Velarde. 

In connection with our contract for a demand study of credit to
 
small scale enterprises, we are rendering our final report which
 
includes,
 

1. Summary and findings on the survey conducted to fourteen 
(14) financial institutions that were selected in the manner 
explained to you in our letter dated August 15, 1984. Also, 
the present report includes comments to each of the attached 
Schedules 1 to 17 that represent a compilation of all the 
information gathered from the survey to financial 
institutions and certain statistics thereto. 

2.	 Summary and findings on the survey conducted to one hundred 
and seven (107) small scale enterprises. In our letter to 
you dated August 3, 1984 we reported on such survey. 
However, the present report includes additionally comments 
to each of the attached Schedules 1 to 14 that had been 
previously presented to you. Schedules 1 to 14 represent a 
compilation of information and statistics resulting from the 
survey to small scale enterprises. 

OBJECTIVES OF THE SURVEYS 

With regard to the survey conducted to small scale enterprises, the
 
general objectives were to determine the existence of demand for
 
credit on their part and to know about their experience with
 
previous credits received, if any. On t~e ether hand, the general
 
objectives of the survey conducted to financial institutions were to
 
know about their willingness to participate in a program funded by
 
AID to ~ake available credits to small scale enterprises and also to
 
know about their experience with credits granted to said enterprises.
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SUMMARY AND FINDINGS FROM SMALL SCALE ENTERPRISES 

The summaries and statistics of information gathered in the survey 
to small scale enterprises have been compiled in attached Schedules 
1 to 14. The following is a brief summary and comments on the 
findings. 

General Characteristic of Ente~rises Surveyed 

As repox~ed in our letter dated August 3, 1984, our staff assigned 
to this survey personally interviewed the owner or principal officer 
of the 107 enterprises using a standard questionnaire for this 
purpose. The study was directed to int.erview enterprises .I.nv01ved 
in one (1) of Gt least nineteen (19) different business activities, 
and it was substantially accomplished. Also, enterprises 
interviewed wen.; located in six areas of the country having a large 
concentration of population, namely, Panama City and surroundings, 
David, Colon, Chitre/Las Tablas, and Santiago. 

Of all enterprises surveyed, 54% declared having total assets of 
less than or equal to US$25,000, 27% having total assets between 
US$25,001 and US$75,000, 7% between US$75,001 and US$lOO,OOO, 9% 
between US$lOO,OOl and US$200,000, and 3% did not disclose the tr 
assets. Total assets excluded land and building. However, 75% of 
surveyed enterprises do not own land and building. 

}nother aspect of surveyed enterprises is that 57% declared having a 
number of employees in the range 1 to 5, 26% in the range of 6 to 
10, 15% in the range of 11 to 25, and 2% declared having more than 
25 employees. 

A 36% of all surveyed enterprises reported annual gross sales of 
more than or equal to US$25,000, 32% between US$25,001 and 
US$100,000, 19% between US$100,001 and US$200,000, 7% more than 
US$200,OOO and 6% did not indicate amount of sales. 

From above summary we conclude that a large percentage of the 
enterprises surveyed were in effect very small scale enterprises, 
where there may be a potential for growth of their business and 
consequently for increasing of employment. 

Acceptance or Rejection of AID Proposed Credit Terms 

In order to test possible terms and conditions under which 
enterprises may be able to accept credit, the following were 
proposed to the surveyed enterprises. 

\:
( 
\ 
" 
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Without collateral 
3 to 5 years maturity and one (1) year of grace period 
18% annual interest rate 
Credit to finance up to 90% of the investment to be made 

As a result, 87% responded for a need of credit where collateral was 
not required of them. In fact, our impression is that a large 
percentage of these enterprises do not have collateral to support a 
credit. In addition, 95% expressed interest in medium term loans (3 
to 5 years) and one (1) year of grace period. 72% responded that 
18% interest rate was too high and 93% expressed interest for 
receiving financing of up to 90~ of the investment. 

The su~;eyed enterprises expressed a great need for credit. 
However, their lack of experience with credit caused them to be 
uncertain in regard to interest rate on the credit and to be 
frightened in general of high interest rates. 

Amount and Pu;eose of Credit Need 

Enterprises expressed their need of credit foremost for the 
following purposes, in order of relative importance (in several 
cases for a combination of purposes), 

1. Working capital 

2. Equipment acquisition 

3. Construction of facilities 

Having classified the purpose(s) of the credit, 55% of the amounts 
of credit needed ranged between U5$1,000 and U5$10,000, 33~ between 
U5$10,001 and U5$30,000, and the rest of the answers were ~lell 

spread out above U5$30,000. 

Past EXperience with Credit 

Basicall~', 56% of enterprises surveyed have some past credit 
experience, and 69% of such credits were received from government 
institutions and the remaining 31% from private financial 
institutions. 44% of surveyed enterprises do not have past credit 
experience. 
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Factors that Contribute to Lack of Credit S~~ 

Owners or principal officers of enterprises surveyed considered by 
far that the main reason for the lack of credit availability to 
small scale enterprises was that they did not have collateral to 
support the loan. High interest rate on this type of credit was 
ranked as the second most important reason, because high interest 
rate could impair liquidity of the enterprise to appropriate service 
the debt. 

sm·WARY AND FnmINGS FP.OH FINANCIAL INS'rITUTIONS 

As explained to you in our letter dated August 15, 1984, we selected 
fourteen (14) local financial institutions for the survey, based on 
the degree of confidence we could place in the various institutions 
operating in Panama to participate in the AID Program to make credit 
availablp. to small scale enterprises. 

Of the fourteen (14) institutions selected, one (1) of them did not 
answer the questionnaire used for this purpose. This institution 
was Banco de Santander y Panama, S. A. For this reason we are not 
including this banK in the accompanying final statistics shown in 
Schedules 1 to 17. 

Existence of Credit Demand 

The survey disclosed that financial institutions have ~eceived 

demand for credit from small scale enterprises. The demand for 
credit has been primarily received from enterprises classified in 
the commercial activities of the economy, next, such demand waG 
received from service and industrial activities. 

The institutions surveyed I r (" :ated that credit applications were 
primarily received to r' . ~e needs of enterprises already 
established and secondly : J initiate new enterprises. In addition, 
applications were received primarily for purpose of working capital, 
secondly for equipment acquisition and thirdly for other purpose s 
such as construction of f~cilities and debt consolidation. 
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Experience of Credits Granted to Small Scale Enterprises 

Of the thirteen (13) institutions surveyed 85% expressed that they 
have granted in the past credits to small scale enterprises. 
However, only 38% of the institutions under survey expressed that 
they presently have a credit program for such enterprises. The 
reasons for having decreased their credit programs appear to be the 
negative credit risk elements surrounding small scale enterprises, 
such as, insufficiency or lack of initial investment by the 
owners/shareholders, inadequate cash flow for debt servicing, lack 
of adp.quate collateral to support the credit and, overall, the high 
risk involved in loans to small scale enterprises. 

Financial Institutions which Expressed Interest in 
AID Credit Program 

Eight (8) of the institutions surveyed expressed a definite interest 
in participating in the proposed credit program to small scale 
enterprises. Two (2) of the banks answe:ced that they \lere not 
interested, but yet they expressed to us their willingness to 
maintain an open attitude towards the program, depending on the 
final terms under which this pro~ram was to be developed. For that 
purpose these two banks (Banco Cafetero (Panama), S. A. and Banco 
Fiduciario de Panama, S. A.) indicated to us that they wanted to 
meet with AID representatives to know the final details of the 
program and to make thei.... final decision. On the other hand, the 
three (3) remaining banks (Banco Interoceanico de Panama, S. A., 
Marine Midland B:mk, and Banco de Bogota, S. A.) gaVE a definitive 
"No" answer. They were strong in their position of not being 
interested in participating in this program. 

COMMENTS TO ATTACHED SCHEDULES 1 TO 14 
REGARDING SMALL SCALE ENTERPRISES 

Information gathered from the survey to small scale enterprises was 
summarized in attached Schedules 1 to 14. The following represent 
connnents to each of the schedules that may enhance their 
understanding. 

\
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Schedule 1 

Schedule 2 

Schedule 3 

1984 

Enterprises Surveyed by Geographic Area and Economic 
Activity, 

The decision to select an approximate amount of 100 
small scale enterprises was based upon the known fact 
that this type of enterprises were already demanding 
credit to finance various aspects of their operations 
and that there was no need to make a scientific 
selection of enterprises (which could result in a 
costly study) in order to accomplish the objective. 
Therefore, we utilized listings of existing enterprises 
that were provided by government and private 
institutions in order to select 107 enterprises 
appropriately distributed in six cities where there is 
a high concentration of population and consid~ring the 
economic activity in which the ente~prises may be 
classified. The sample subjected to the survey has 
been summarized thereto in Schedule 1. 

Enterprises Surveyed by Specific Business Activity, 

We planned and succeeded in interviewing enterprises 
involved in one of several types of business activity, 
to avoid concentration in one or few types of 
enterprises. The results of the types of small scale 
enterprises surveyed are summarized in Schedule 2. 

Total Assets of Surveyed Enterprises, 

The tlnterprises surveyed were asked to indicate the 
total assets owned, excluding land and building, and 
their business classification by sector of the economy 
(industry, commerce, service, micro). We also 
requested information in regard to land and building 
owned, if any, and in regard to annual gross sales and 
number of employees presently working at the 
enterprise. All of this information which provided 
knowledge about the relative size of the enterprises 
surveyed, are summarized in Schedules 3, 4, 5, and 6. 
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Schedule 4 

Schedule 5 

Schedule 6 

Schedule 7 

Schedule 8 

Land and Building Cost of Surveyed Enterprises. 

Refer to above comment on Schedule 3. 

Number of Employees of Surveyed Enterp£ises. 

Refer to above comment on Schedule 3. 

Annual Gross Sales of Surveyed Enterprises. 

Refer to above comment on Schedule 3. 

Answer Obtained Concerning AID Proposed Credit Terms 
and Conditions.
 

AID representatives pr0vided us with certain credit
 
terms and conditio;ls that were submitted to the small
 
scale enterprises to test their response, as follows.
 

•	 Credits without collateral. 

•	 Three (3) to five (5) years IMturity and one (1) year 
of grace period. 

•	 18% annual interest rate. 

• To finance up to 90% of the investment to be made. 

Interest Rate Considered as Adequate by Enterprises. 

Enterprises were requested to state the interest rate 
that they considered as adequate for a credit if they 
thought that proposed 18% rate was too high. This 
question was intended to ascertain their thinking in 
regard to interest rate, and the results were 
summarized in Schedule 8. 

'. 
J 
\ 
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Schedule 9	 Purpose of Crejit Requested by Enterprises. 

Enterprises were re4. e!'itp.n to state whether they were 
interested in credit availability from financial 
institutions. The answer was positive in all cases. 

In addition, they were requested to indicate the amount 
and the purpose of the credit required. The idea 
behind these questions was to single out specific 
enterprises that may become beneficiaries of the AID 
Credit Program and their particular needs. The results 
of these questions have been summarized in Schedules 9 
and 10. 

Schedule 10	 Credit Amount required by Enterprises (By Purpose of 
the Credit). 

Refer to above comment on Schedule 9. 

Schedule 11	 Enterprises that have Credit Experience (By 
In~titutions and Terms). 

We requested the enterprises' past exper~ence with 
credit, and such results showing the terms, conditions, 
and the name of the financial institution have been 
summarized in Schedule 11. 

Schedule 12	 Factors ci1at Contri.bute to the Reduced Credit Supply. 

We tested the opinion of these enterprises as to the 
reasons for the reduced credit availability to small 
scale enterprises. Their answers have been summarized 
in Schedule 12. 

Schedule 13	 External Assistance Required by Enterprises, 

For the purpose of knowing the type of external 
assistance that this enterprises may require, they were 
asked to classify the following three aspects. 

• Financial assistance 
• Technical assistance 
• Administrative assistance 

The results have been summarized in Schedule 13. 

( 

\J 

c 
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Schedule 14	 Concern Expressed by Enterprises Upon Lack of Credit 
Availability. 

We requested the opinion of the enterprises in regard 
to the future of their business if the lack of credit 
availability continued in this country, and the results 
have been summarized in Schedule 14. 

The most import~\t findings of the survey to small scale enterprises 
have been summarized in the earlier part of this report. 

COMMENTS ON ATTACHED SCHEDULES 1 ~D 17
 
REGARDING FINANCIAL INSTITUTIONS
 

Schedules 1 through 17 summari.ze the information and statistics as a 
result of the answer provided by financial institutions regarding 
credits to small scale enterprises. Each of the schedules contains 
the name of the thirteen (13) financial insti'tution that responded 
to our suryey. Following are certain comments about each of the 
mentioned schedules. 

Schedule 1	 Characteristics of small Scale Enterprises as Deiined 
by the Financial Institutions. 

Institutions were requested to provide their own 
criteria or definition of a small scale enterprise, and 
sue:! results have been summarized in Schedule 1. 

Schedule 2	 Existance of Credit Demand from small Scale Enterprises. 

We tested the criteria of the financial institutions 
with regard to the existance or not of cre'it demand 
from small scale enterprises, and their answer was 
summarized in Schedule 2. 

Schedule 3	 Credit Application Received from Small Scale 
Enterprises. 

We requested the experience of these financial 
institutions with regard to credit applications from 
small scale enterprises, as follows, 
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•	 By economic activity of the enterprise 
•	 By aging of business (from established enterprise or 

from a starting enterprise 
•	 By purpose of the credit 
• By geographic location of the enterprise 

All of these answers have been summarized in Schedule 3 
to 7. 

Schedule 4	 Credit Application Received from Small Scale Enterprises 
by Economic Activity. 

Refer to ~bove comments on Schedule 3. 
Schedule 5 Credit Application Received from Small Scale Enterprises 

by Aging of Business, 

Refer to above comments on Schedule 3. 

Schedule 6 Credit Appl~cation Received from Small Scale Enterprises 
by Purpose of Credit, 

Refer to above comments on Schedule 3. 

Schedule 7 Credit Application Received from Small Scale Enterprises 
by Geographic Area, 

Refer to above comments on Schedule 3. 

Schedule	 8 Credits Granted to Small Scale Enterprises. 

We requested to know the aggregate amount of actual 
cred':'t granted by financial instib\tions to small scale 
enterprises during the last three (3) years, inclUding 
the following, 

•	 By maturity 
•	 By geogr~phic area of enterprises 
•	 By economi~ activity of enterprises 

The institutions that have granted credits to small 
scale enterprises and the particulars of these credits 
have been summarized in Schedule 8 and 9. 
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Schedule 9	 Credits Granted to Small Scale Enterprises by Maturity, 
Geographic Area and Economic Activity, 

Refer to above comments on Schedule 8. 

Schedule 10	 Outstanding Balance of Credits Granted by Credit Terms 
and Economic Activity of Small Scale Enterprises, 

AID represGntatives were interested in knowing the 
outstanding balance of actual credit portfolio to small 
scale enterprises, including information by maturity, by 
type of activity, by collateral and by interest rate. 
Such information have been summaxlzed in Schedule 10. 

Schedule 11	 Experiences on Credits Granted to Small Scale 
Enterprises. 

Additionally, institutions were requested to provide 
detailed inforrTiati.on in regard to credits granted to 
small scale enterprises, such as credit limits, maturity 
limits, interest rate limits, commission and general 
aspects of collection experience. This information have 
been summarized in Schedule 11. 

Schedule 12	 Reasons for Denying Credit Applications of Small Scale 
Enterprises. 

In order to evaluate the reasons for the denying credit 
applications to small scale enterprises and/or not 
presently extending credits to such enterprises, 
institutions were requested to indicate (in order of 
relative importance) their reasoning for such 
occurrence, which have been summarized in Schedules 12 
and 13. 

Schedule 13	 Reasons for Not Presently Extending Credit tc Small 
Scale Enterprises, 

Refer to above comments on Schedule 12. 
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Schedule 14	 Actual Credit Programs to Small Scale Enterprises. 

Schedule 14 summarizes the statistics on these 
institutions which presently have a credit program to 
small scale enterpris~s and those which do not have 
credit programs. 

Schedule 15	 Financial Institut:i..ons which Expressed Interest in AID 
Credit Program for Small Scale Enterprises. 

Were requested the inslitutions to express if they 'Here 
interested in participati.ng in the AID Credit Program 
for small scale enterprises and also, to indicate the 
estimated amount they were willing to commit in this 
program. 

The results of their answers have been summarized in 
Schedule 15 and 16. 

Schedule 16	 Estimated Amount that Financial Institutions are Willing 
to Extend to Small Scale Enterprises under AID Program. 

Refer to above comments on Schedule 15. 

Schedule 17	 Aggregate Amount of Credit Demand from Small Scale 
Enterprises for Next Two (2) to Five (5) Years, as 
Estimated by Financial Institution::;. 

We requested an estimation of the aggregate amount of 
credit demand from small scale enterprises for the next 
two (2) to five (5) years. We knew that it was ~'utlJer a 
difficult question to answer because many elements ~lould 

have to be considered to provide an ar-nropriate answer. 
The results to this queEltion have been summarized in 
Schedule 17. 

The most important findings of the survey to the financial 
institutioIls have been summarized in an early section of this report. 

\r.\ ~I 
\' 
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EXISTING BUSINESSES IN PANAMA 

We also enclose an additional schedule entitled "Existing Businesses 
in Panama", which was provided by AID representatives for inclusion 
to the present report. It shows the estimated nwnber of buslnesses 
in Panama and those which are registered with Caja de Seguro Social, 
stratified by business activities and number of employees. 

* * * * * * * * * * * 

Schedules 1 to 17 regarding the survey to the financial institutions 
include the name of each institution. We remind you that the 
information is of a confide~tial nature for AID and Peat Marwick and 
must not be disclosed with specific names to anyone outside AID and 
Peat Marwick. 

We thank you for the opportunity to have developed this study which 
we consider important ·to the future of small scale enterprises, 
increasing of employment and to the country as a whole. 

Very truly yours, 

PEAT, MARWICK, MI'l'CHELL & CO. 

(\/ \ \M; etl-4 ~ 1/~ 
~~l\rauz;-partne) 

JMArigc 

Enclosures, . Schedules 1 to 14, summary and statistics of the 
results of survey to small scalp. enterprises. 

Schedules 1 to 17, summary ann statistics of the 
results of survey to financial institutions. 

• Schedule of Existing Businesses in Panama. 
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Schedule 1 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SMALL SCALE ENTERPRISES
 

Summary Concerning Characteristics of a small Scale Enterprise,
 
As Defined by the Financial Institutions
 

Gross Total Number of 
Sales Capital Assets employees 

1. Banco Interoceanico de Panama, S. A. US$ 500,000 N/D 200,000 25 

2. Banco Continental de Panama, s. A. N/D 50,000 150,000 25 

3. Banco Comercial de Panama, S. A. (BANCOMER) 500,000 100,000 250,000 15 

4. Banco del Comercio, S. A. 750,000 150,000 500,000 75 

5. Marine Midland Bank (1) 

6. Banco de Colombia 1,000,000 200,000 400,000 N/D 

7. The Chase Manhattan Bank, N. A. N/D 100,000 N/D N/D 

8. Banco Internaciona1 de Panama, S. A. 150,000 N/D 50,000 15 

9. Banco Exterior, S. A. 1,000,000 N/D 250,000 30 

10. Banco de Desarrollo Agropecuario N/D N/D N/D 20 

11. Banco de Bogota, S. A. N/D N/D N/D N/D 

12. Banco Cafetero (Panama), S. A. 250,000 N/D 100,000 30 

13. Banco Fiduciario de Panama, S. A. 500,000 200,000 N/D 10 

Note, N/O • Definition provided did not include this characteristic. 

(1) This bank did not provide an appropriate answer to this question. 



Schedule 2 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL mSTITUTIONS TO 

SMALL SCALE ENTERPRISES 

Summary Concerning Existence of Credit Demand from 
Small Scale Enterprises 

Financial institutions Financial institutions 
that considered there that considered there 

is credit demand is no credit demand 
from small scale from small scale 

enterprises enterprises 

1. Banco Interoceanico de Panama, S. A. No 

2. Banco Continental de Panama, S. A. Yes 

3. Banco Comercial de Panama, S. A. (BANCOMER) Yes 

4. Banco del Comercio, S. A. Yes 

5. Marine Midland Bank Yes 

6. Banco de Colombia Yes 

7. The Chase Manhattan Bank, N. A. Yes 

8. Banco Internacional de Panama, S. A. Yes 

9. Banco Exterior, S. A. Yes 

10. Banco de Desarrollo lI.gropecuario Yes 

11. Banco de Bogota, S. A. Yes 

12. Banco Cafetero (Panama), S.A. Yes 

13. Banco Fiduciario de Panama, S. A. Yes 

Total Yes = 12 Total No = 1 Total = 13 

92% 8% 100%-



Schedule 3 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO 
SMALL SCALE ENTERPRISES 

Summary Concerning Credit Applications Received from 
Small Scale Enterpr~ses 

Financial institutions Financial institutions 
that have received that have not received 
credit applications credit applications 
from small scale from small scale 

enterprises enterprises 

1. Banco Interoceanico de Panama, S. A. No 

2. Banco Continental de Panama, S. A. Yes 

3. Banco Comercial de Panama, S. A. (BANCOMER) Yes 

4. Banco del Comercio, S. A. Yes 

5. Marine Midland Bank No 

6. Banco de Colombia Yes 

7. The Chase Manhattan Bank, N. A. Yes 

8. Banco Internacional de Panama, S. A. Yes 

9. Banco Exterior, S. A. Yes 

10. Banco de Desarrollo Agropecuario Yes 

11. Banco de Bogota, S. A. Yes 

12. Banco Cafetero (Panama), S.A. Yes 

13. Banco Fiduciario de Panama, S. A. Yes 

Total Yes = 11 Total No = 2 Total = 13 

85% 15% 100% 



Commerce Service Industry Agriculture Fishing other 

1.	 Banco Interoceanico de Panama, S. A. N/A N/A N/A N/A N/A N/A 

2.	 Banco Continental de Panama, S. A. 1 2 3 5 4 N/A 

3.	 Banco Comercial de Panama, S. A.
 
(BANCOMER) 1 2 3 4 5 N/A
 

4.	 Banco del Comercio, S. A. 1 2 3 N/A N/A N/A 

5.	 Marine Midland Bank N/A N/A N/A N/A N/A N/A 

6.	 Banco de Colombia 1 2 4 3 5 N/A 

7.	 The Chase Manhattan Bank, N. A. 1 2 3 4 5 N/A 

8.	 Banco Internacional de Panama, S. A. 1 2 3 N/A N/A N/A 

9.	 Banco Exterior, S. A. 1 4 3 2 5 6 

10. Banco de Desarrollo Agropecuario	 N/A 3 2 1 N/A N/A 

II. Banco de Bogota, s. A.	 1 N/A N/A N/A N/A N/A 

12. Eanco Cafetero (Panama), S. A.	 1 3 2 5 4 6 

13. Banco Fiduciario de Panarea, S. A.	 1 2 4 3 6 5 

Statistic of summary of relative 
importance assigned 1 2 3 4 5 6 

Note.	 One (1) was assigned to the most important economic activity from which credit applications were received 
~nd six (6) to the least important economic activity. 

N/A = Not applicab~e. No ~redit application was received under this classification•. 



Schedule 5 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO 
SMALL SCALE ENTERPRISES 

Summary of Credit Applications Received from Small Scale Enterprises
 
By Aging of Business
 

(In order of relative importance from 1 to 2)
 

For financing needs of To initiate new 
established enterprise enterprise 

1. Banco Interoceanico de Panama, S. A. N/A N/A 

2. Banco Continental de Panama, S. A. 2 1 

3. Banco Comercial de Panama, S. A. (BANCOMER) 1 2 

4. Banco del Comercio, S. A. 1 2 

5. Marine Midland Bank N/A N/A 

6. Banco de Colombia 1 2 

7. The Chase Manhattan Bank, N. A. 1 2 

8. Banco Internacional de Panama, S. A. 1 2 

9. Banco Exterior, S. A. 1 2 

10. Banco de Desarrollo Agropecuario N/A 1 

11. Banco de Bogota, S. A. 2 1 

12. Banco Cafetero (Panama), S. A. 1 2 

13. Banco Fiduciario de Panama, S. A. 1 2 

Statistic of summary of relative 
importance assigned 1 2 

Note. One (1) was assigned to most important classification and two (2) to least important. 

N/A = Not applicable. No credit application was received undpr this classification. 



Schedule 6 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SMALL SCALE ENTERPRISES
 

S"ammary of Cr~dit Applications Received from Small Scale Enterprises
 
By Purpose of Credit
 

(In order of relative importance from 1 to 5)
 

Working Equipment Debt Construction other 
capital acquisition consolidation of facilities purposes 

1. Banco Interoceanico de Panama, S. A. N/A N/A N/A N/A N/A 

2. Banco Continental de Panama, S. A. 2 1 3 11 N/A 

3. Banco Comercial de Panama, S. A. (BANCOMER) 1 2 3 4 N/A 

4. Banco del Comercio, S. A. 1 2 3 4 N/A 

5. Marine Midland Bank N/A N/A N/A N/A N/A 

6. Banco de Colombia 1 2 3 4 5 

7. The Chase Manhattan Bank, N. A. 1 3 2 4 5 

8. Banco Internacional de Panama, S. A. 1 2 3 4 N/A 

9. Banco Exterior, S. A. 1 3 4 2 5 

10. Banco de Desarrollo Agropecuario 3 2 N/A J. N/A 

11- Banco de Bogota, S. A. 3 :2 N/A 1 N/A 

12. Banco Cafetero (Panama), S. A. 1 2 3 4 5 

13. Banco Fiduciario de Pana.-.:a~ S. A. 1 2 4 3 5 

Statistic of summary of relative 
importance assigned 1 2 3 4 

Note. One (1) was assigned to most important classification and five (5) to least important. 

5 



Schedule 7 

SURVEY ON CREDIT AVAIIABILITY FROM FIN.'lliCIAL INSTITUTIONS TO 
SMALL SCALE ENTERPRISES 

SumrnarJ of Credit Applications Received from Small Scale Enterprises
 
By Geographic Area
 

(In order of relative importance from 1 to 2)
 

Urban Area 

1. Banco Interoceanico de Panaca, S. A. N/A 

2. Banco Continental de Panama, S. A. 2
 

3. Banco Come:...cial de Panama, S. A. (BANCOMER) 1
 

4. Banco del Comercio, S. A. 1
 

5. Marine Midland Bank N/A 

6. Banco de Colombia 1
 

7. The Chase Hanhattan Bank, N. A. 1
 

8. Banco Internacional de Panama, S. A. 1
 

9. Banco Exterior, S. A. 1
 

10. Banco de Desarrollo Agropecuario N/A 

II. Banco de Bogota, S. A. 1
 

12. Banco Cafetero (Panama) , S. A. 1
 

13. Banco Fiduciario c.e PaT'ama, S .. A. 1
 

Statistic of summary of relative
 
importance assigned 1
 

Note. One (1) was assigned to the most important classification and two (2) to 
~ least important. 
-~--

Rural A-ea
 

N/A
 

N/A
 

2
 

2
 

N/A
 

2
 

2
 

2
 

2
 

1
 

N/A
 

2
 

2
 

2
 



SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
S~mLL SCALE ENTERPRISES
 

Summary Concerning Credits Granted to Small Scale Enterprises 

1. Banco Interoceanico de Panama, S. A. 

2. Banco Continental de Panama, S. A. 

3. Banco Comercial de Panama, S. A. (BANCOMER) 

4. Banco del Comercio, S. A. 

5. Marine Midland Bank 

6. Banco de Colombia 

7. The Chase Manhattan Bank, N. A. 

8. Banco Internacional de Panama, S. A. 

9. Banco Exterior, S. A. 

10. Banco de Desarrollo Agropecuario 

11. Banco de Bogota, S. A. 

12. Banco Cafetero (Panama) , S. A. 

13. Banco Fiduciario de Panama, S. A. 

Financial institutions 
that have granted 

credit to small scale 
enterprises 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Total Yes = 11 

85% 

Financial institutions 
that have not granted 
credit to small scale 

enterprises 

No 

No 

Total No = ~ 

15% 



SURVEY al CREDIT AVAIlABILITY FllOK PIIlAIICIAL DIS" 'InITIalS '1'0 
SKALL SCALE EIlTERPRIS&S 

Schedule 9 
Suauary Concernlnq credlt. Granted to 5..11 Scale Enterprises, 

By Maturity, GeoCJraphlc Area and Eco:'\o!!l1.C. Act~vlty 1/ 

MATURITY GEOGRAPHIC AREA EZ:QlalIC ACTIVITY 
1 tu 2 years J to 5 yeare ~ Urban Area Rural Area ~ Industry ~ ~ Agriculture P18hln'l ~ ~ 

1. BAnco Interocunlco de Pan""';', 
S. A. US$ H/A H/A HIA H/A H/A H/A H/A H/A H/A H/A 

2. Banco Continental d. Panama, 
S. A. 375,000 75,000 450,000 450,000 H/A 450,000 !lO,OOO 265,000 105,000 H/A MIA H/A 450,000 

3. Banco Ccaerclal de Pana.aS 
S. A. I IlANCQlERI HID HID HID HID HID HID HID HID MID MID 

4. Banco del Comercl0, S. A. 763,197 HIA 763,197 763,197 H/A 763,197 219,301 481,896 62,000 H/A NlA H/A 763,197 

5. Karine K.1dland Bank HIA HIA HIA HIA H/A H/A H/A NlA MIA filA 

6. Banco de Co lombi. 60,000,000 26, ODD, 000 86,000,000 68.800.000 17,200,000 86,000,000 12,900,000 51,600,000 17,200,000 4,300.000 H/A .. /\ 86,000,000 

7. 'l'he C1.I.•• Ilanhat an BanJ<, 
H. A. 700,000 2,000,000 2,700,000 2,200,000 500,000 2,700, 000 250,000 1,200,000 750,000 500,000 MIA H/A 2,700,000 

8. Banco Internaclonal de 
PanAt:U, s. A. MID HID HID HID HID HID HID HID MID HID 

9. Banco Exterior, S. A. 15,000.000 5, ODD, 000 20, ODD, 000 12,000,000 8,000,000 20,000,000 3,000,000 8,000,000 3,000,000 4,000,000 H/A 2,000, O~O 20,OOO,O~0 

10. hneo de Desarrollo Aqro
pecuarl0 HID HID HID HID HID HID HID HID MID HID 

11. Ranco de Boqt"t&, S. A. MID HID HID HID MID HID HID MID HID MID 

12. Banco caletoro (Pan&J:ll.1), 
S. A. HID NlD HID HID HID HID HID HID MID HID 

13. B.anco "lduciario de 
panaoal, S. A. NlD HID HID MID HID HID HID HID HID HID 

~. KIA - Not applicable. No credit. ",.as qrantec! under this cla••itication. 

"/0 - Info:nD.Atlon not avaIlable 1n thl. bank. 

1/- Kast of thla information vas ..aUaated by financial Inatltution•• 



Sw-aary of out.st.an.Jlnq Balance ot Credlt. Granted
 
By Credit T~nas and EconCllll1c Act1vity at -..11 Scale Enterprl ••·11 11
 

Br KAnJRITr Br TYPE OF ACTIVnr Br c:oLtATERAL 
More than With WithoJt 

1 to :! year" 3 to S year. S years ~ Industry ~ ~:. Agriculture Flahinq ~ ~ Collateral COllat·:t:ral ~ 

1. aanco InteroceS.nlco de PanaznS:, 
S. A. US$ MIA MIA MIA !l/A MIA MIA MIA MIA MIA MIA !l/A 

2. Banco Continental d. Pan.a.m1, 
S. A. 302,000 45,000 MIA 347,000 24,000 '236,000 87,000 MIA MIA MIA 347,000 145,Olla 202, OeD 347,oor 

3. BAnco Come rcial de Panami, 
S. A. (BANCaG:R) MID MID MID MID MID MID MID MID MID MID MID 

4. Banco del Com.reio, S. A. 763,197 MIA MIA 763,197 219,301 481,896 62,000 MIA MIA MIA 763,197 747,041 16,156 763,197 

5. llarin. Midland Bank MIA MIA MIA MIA MIA !l/A MIA MIA MIA MIA MIA 

6. Banco de Colombia 26, ODD, 000 7, DOD, 000 MIA 33,000,000 4,950,000 19,800,000 6, 600,O~0 1,650,000 MIA MIA 33, ODD, 000 23,100,000 9,900,000 33,000,000 

7. nt. Ola.ae ManhattAn Dank, 
M. A. 

300,OO~ 189.000 MIA 489,000 28,947 227,258 51,626 64,995 10,294 105, BOO 489,000 300,000 189,000 489,000 

8. B.1nco Interna.clonal de 
?,anaml, S. A. MID MID MID MID MID MID MID N/D MID MID 

__'I. Banco Exterior, S. A. 75,000,000 25,000,000 MIA 100,000,000 15, ODD, 000 40,000,000 15,000,000 20, ODD, 000 MIA 10, ODD, 000 100, ODD, 000 80,000,000 20, ODD, 000 100,000,000 

, O. knco de Desarrollo Aqro
pecuar.1o N/A N/A N/A MIA N/A N/A N/A N/A N/A MIA N/A 

11. S.anco de Boqoti, s. A. N/A N/A 7,000,000 7,000,000 300,000 6,500,000 200,000 N/A N/A N/A 7,000,000 7,000,000 MIA 7,000,000 

2. Banco Cafetero 
S. A. 

(Panam&),. 

168,140 MIA MIA 
\ 

168,140· 71,162 96,978 MIA N/A N/A N/A 168,140 80,162 87,978 168,140 

13. Baneo Fiduciarl0 de 
Panami, S. A. N/D N/D !l/D !l/D N/D !l/D N/D N/D N/D MID MID 

"o.!!.' N/A Not applicable. 
cl•••if1cation. 

Mo credit i. outstand':'ng unde= thI. 

N/D· Inform.atlon not aV.ilable In thi. bank. 

-This a.ClCu."'1~ ",•• to~ally classified in ~e ca:'eqo:y of one to .Lx months. 

1/ • Most of this information vas est1:l.ated by financial 1nIJUtutlons. 
(Continue I 



SURVEY a< CREDIT AVAILA.B1LITY rROtI FINANCIAL 
sKALL SCALI!: DlTERPRISES 

INSTITUTIONS TO 

Schedule 10, COnt.. 

By 
5unury ot OUt.tanding Balance of Credits Crant-ad 

Credit Tenae and EconOll.lc Activit.y of small Scale Enterprises II 

'J' discount 
N.Y. 

10' discount rate 
Prizne 
+ n 

BY 

Llbor + 

INTEREST RATE ., Llbor + 3' Llbor + 4\ Libor + 5\ ~ ~ .!1....!il..~ ..l~ ~ 

1. Banco 
S. A. 

Inte roceanlco d. Panama. 
US$ NIA NIl. NIA NIA NIA NIA NIl. NIA NIA NIl. IVA 

2. Banco Continental de PanaN, 
S. A. NID NID NID NID NID NID NID NID NID NID 1\10 

3. Banco Comerclal de Panm, 
S. A. ( IlANCQ<ERI NID NID NID NID NID NID NID NID NID NID K/D 

4. Banco del Coa!.ercl0, S. A. NIA NIA 394,778 36B,419 NIA NIl. NIl. NIl. NIl. NIl. KIA 763,197 

5. Marlne Kidland Bank NIl. NIl. NIl. NIl. NIl. NIl. NIl. NIl. NIl. NIl. IVA 

6. Ba.nco de Colombi. N/!J NID NID NID NID NID NID NID N/!! NID K;D 

7. The O1aae Manhattan Bank, 
N. A. 97,000 392,000 NIl. NIl. NIl. NIl. NIl. NIl. NIl. NIl. K/A 489,000 

B. Banco Internaclonal d. 
Panama,S.. A. NID NID NID NIIl NID NID NID NID NID NID '1.'0 

9. Banco Exterior, S. A. NIA NIl. NIl. 15,000,000 15,000,000 20,000,000 50,000,000 NIA NIA NIl. N!A 100,000,000 

10. Banco de Desarrollo Aqro
~C'UArl0 NIA NIA NIA NIA NIA NIA NIA NIA NIA NIl. ll.'A 

11. Banco de Boqoti, S. A. NIl. NIl. NIA 1,000,000 NIA NIl. NIA NIl. NIl. NIl. N,'A 7, JOO, 000 

12. Banco catetero (Panam1), 
S. A. NIA NIl. NIA NIl. NIA NIl. NIA 20,355 9,829 1,761 136,~95 168,UO 

13. Banco Flduclario de 
Panama, S. A. NID NID NID NID NID NID NID NIl' NID NID N,'D 

~. NIl. Not applicable. 
classification.. 

No credit is outstandinq under this 

NID • Inforctat,lon not Available 1n thi. ba:\); .. 

II • Kost of tllis Info:lM.tlon VAS estlD\Ated by financial inatitutiona. 



SURV~Y 011 CJU:DI'r AVAILABILITY FIlCK FlHANC1Al. INSTITUTIOIl& TO 
Schedule HSKA.!.L SCALE E'lTERPRISES 

sunaary of Exper1ences on Cled1.to CrAnted t.o Slall Scale Ent.elrri.aes 11 

Percenuqc Percent.qe PercenUt;e 
Perc~ntAge or number of t.he amount. of nu~r 

of number of of credlta of C";L.1.:,.t.. oC credit 
Credit Llal.te Maturity Llalts Intereat Rate Limits Commis.ion Ll~t. c redit. that that ,,-r. that vare ~ppllc.tlons 

vere 1n arrear. uncollectible uncollee:tlbl.~ ~ ~ ~ ~ ~ ~ ~	 ~ 

1. Banco Interoceinlco de Panama, 
S. A.	 US$ NIA I'll. NIA NIA NIA NIA I'/A NIA I'll. NIA NIA NIA 

2. Banco Continental de Panama. .,S. A.	 6,000 50, 000 6 months S yeAr. 12 7/16' 1'/0 1.5' 3' 6' 6' 70' 

3.	 Banco Comerclal de Panama, 

,. 
S. A. (BAIICDKE:R) la, 000 lOa, 000 '" InOntha years 15 1/2' 17\ 0.5' l' 1'/0 1'/0 1'/0 1'/0
 

Banco d.el c:.omercl0, S. A. IS, 000 150,000 HID HID Llbor +2' PI"lme +3' 1'/0 HID HID HID 2' 1'/[,
 

5. Karine MidlAnd Bank NIA NIA HIA HIA NIA NIA I'll. NIA NIA NIA NIA NIA 

6. Banco de ColoaLbla 1'/0 1'/0 HID 1'/0 1'/0 1'/0 1'/0 1'/0 10' 1'/0 n 1'/0 

7. 'l'he O\4se Hanhattan Bank, 
N.	 A. 2,700 25, 000 1 year J years 9' la' US$24 US$24 13' None None 1'/0 

discount. discount per year per year 
B.	 Banco Internaclonal de
 

Panam.l, S. A. 5,000 35,000 months S year. H, 22' N/A NIA 1'/0 HID 1'/0 HID
 

9.	 Banco Exterior" S. A. 2, 000 lOa, 000 months S year. Llbor +2' Libor +5' "/~ NIA 15' HID 2' HID 

1:'.	 B.anco de Desarrollo Aqro
pecuar10 1'/0 1'/0 1'/0 HID NID NID 1'/0 NID 1'/0 HID HID HID 

11.	 BAnco de Boqotl, S. A. 21, 000 24B,OOO 1'/0 1'/0 Libor +1' Llbor +n I'll. NIA None None None 15' 

12.	 Banco Catetero (PAn&m..l) , 
S. A.	 1. '_' 100,,000 1 saonth 18 ~nths 13' 16' I'll. NIA HID HID NID NID 

:3.	 Banco Fiduciarl0 de 
Panama" S. A. 10, 000 50, 000 3 month' 1 year Libor +3' Llbor +5' HIA HIA 1'/0 1'/0 1'/0 1'/0 

~.	 I'/A - Not. applicable. No credi t "as 9rAnte~ under t~is clas.ificat1on. 

lIlD - L.,:!o:":Sat.ion not. available i:\ this 1>&,,1<. 

11 - :-1.ost of this Into:l:\4t.ion vas estlmated by financial In.tl~utions. 



Schedule l:l 

Insufficiency Lack of Lack of 
or lack of Strong technical administrative 

initial investment Inadequate competition assistance in assistance in Lack of 
by the owner or cash flow for for its line small scale small scale adequate 

shareholder debt service of products enterprises enterprises collaterals Other 

1. Banco Interoceanico de Panama, S. A. N/A N/A N/A N/A N/A N/A N/A 

2. Banco Continental de Panama, S. A. 1 5 6 4 2 3 N/A 

3. Banco Comercial de Panama, S. A. (BANCQoiER) 2 3 6 5 4 1 N/A 

4. Banco del Comercio, S. A. 1 3 6 4 5 2 N/A 

5. ~4rine Midland Bank N/A N/A N/A N/A N/A N/A N/A 

6. Banco de Colombia 3 1 6 5 4 2 N/A 

7. The Chase ~~nhattan Bank, N. A. 2 1 7 5 4 3 6 

8. Eanco Intcrnacional de Pan~, S. A. N/A 2 N/A N/A N/A N/A 1 

9. Banco Exterior, s. A. 2 4 3 6 5 1 N/A 

10. Banco de Desarrollo Agropecuario N/A tl/A N/A N/A N/A N/A 1 

11. Banco de Bogota, s. A. 2 1 6 5 4 3 N/A 

12. Banco Ca~etero (Panama) , S. A. 2 3 6 5 4 1 N/A 

13. Banco Fiduciario de Panama, S. A. 1 2 4 6 5 3 N/A 

Statistic of summary of relative 
iI:lportance assigned 2 1 6 5 4 3 7 

Note. N/A - Not applicable. No answer was provided for this classification. 



-------~.chedu~e 13

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SI~ SCALE ENTERPRISES
 

S\UlIIIIAry of Reasons for Not presently Extending Credit ":0 Small Scale Enterprises
 
(In order of relative importance fro~ 1 to 8)
 

nigh 
occurence High High consumption 

High of non consumption of of time and cOEts 
administrative compliance High time and costs in evaluating 

Lack of cost to the. with funding costs High in legal actions the risk and in 
adequate financial repayment to finance occurence of regarding the administration 

collateral institution schedule these credits bad loans bad loans of the credit Other 

1. Banco Interoceanico de Panama. S. A. 1 5 6 2 7 4 3 N/A 

2. Banco Cont~nental de Panama. S. A. 3 2 5 4 6 7 1 N/A 

3. Banco Comercia1 de Panama. S. A. 
(BANCctiER) 1 6 4 7 5 3 2 N/A 

4. Banco del Come~cio, S. A. N/A N/A N/A N/A N/A N/A N/A N/A 

5. Marine Midland Bank N/A N/A N/A N/A N/A N/A N/A N/A 

6. Banco de Colombia N/A N/A N/A N/A N/A N/A N/A N/;>. 

7. The Chase Manhattan Bank, N. A. N/A N/A N/A N/A N/A N/A N/A N/A 

8. Banco Internacional de Panama, S. A. N/A N/A N/A N/A N/A N/A N/A N/A 

9. Banco Exterior, S. A. N/A N/A N/A N/A N/A N/A N/A N/A 

10. Banco de Desarrollo Agropecuario N/A N/A N/A N/A N/A N/A N/A 1 

11. Banco de Bogota, S. A. N/A N/A N/A N/A N/A N/A N/A N/A 

12. Banco Cafetero (Panama). S. A. N/A N/A N/A N/A N/A N/A N/A N/A 

13. Banco Fiduciario de Panama. S. A. 3 2 N/A 4 N/A N/A 1 N/A 

Statistics of summary of relative 
~portance assigned 1 3 6 4 7 5 2 8 



Schedule 14 

SURVEY ON CREDIT AVT\.ILABILITY FROM FINANCIAL INSTITUTIONS TO 
SMALL SCALE ENTERPRISES 

Summary Concerning Actual Credit Programs to Small Scale Enterprises 

Financial institutions Financial institutions 
that presently ~ that presently do not have 

a credit program a credit p=ogram 

1. Banco Interoceanico de Panama, S. ~. !Io 

2. Banco Continental de Panama, S. A. !lo 

3. Banco Comercial de Panama, S. A. (BANCOMER) No 

4. Banco del Comercio, S. A. Yes 

5. Marine Midland Bank No 

6. Banco de Colombia Yes 

7. The Chase Manhattan Bank, N. A. Yes 

8. Banco I~.ternacional de Panama, s. A. Yes 

9. Banco Exterior, S. A. 

10. Banco de Desarrollo Agropecuario No 

11- Banco de Bogota, S. A. No 

12. Banco Cafetero (Panama), S. A. Yes 

13. Banco Fiduciario de Panama, S. A. No 

Total Yes = 5 Total No = 8 Total .. 13 

J8% 62% 100% 



Schedule 15 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SMALL SCALE ENTERPRISES
 

Summary Concerning Financial Institutions which Expressed Interest
 
in A.I.D. Credit Program for Small Scale Enterprises
 

Financial institutions that expressed 
interest in initiating or extending 
their credit program to small scale 
enterprises according to the A.I.D. 

credit program 

1. Banco Interoceanico de Panama, S. A.	 No 

2. Banco Continental de Panama, S. A.	 Yes 

3. Banco Comercial de Panama, S. A. (BANCOMER)	 Yes 

4. Banco del Comercio, S. A.	 Yes 

5. Marine Midland Bank	 No 

6. Fanco de Colombia	 Yes 

7. The Chase Manhattan Bank, N. A.	 Yes 

8. Banco Internacional de Pan~la, S. A.	 Yes 

9. Banco Exterior, S. A.	 Yes 

10.	 Banco de Desarrollo Agropecuario Yes 

11.	 Banco de Bogota, S. A. No 

12.	 Banco Cafetero (Panama), S. A. (1) No 

13.	 Banco Fiduciario de Panama, S. A. (1) No 

(1)	 This bank gave a negative answer on the questionnaire, but expressed by other means 
its willingness to consider its participation upon knowing more details of the 
program. 



Schedule 16 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SMALL SCALE ENTERPRISES
 

Summary of Estimated Amount that Financial Institutions are Willing
 
to Extend to Small Scale Enterprises Under A.I.D. Program
 

Estimated amount
 
to be extended
 

Minimum Maximum
 

1. Banco Interoceanico de Panama, S. A.	 US$ N/A N/A 

2. Banco Continental de Panama, S. A.	 N/D N/O 

3. Banco Comercial de Panama, S. A. (BANCOMER)	 250,000 1,000,000 

4. Banco del Comercio, S. A.	 10,000 10C,000 

5. Marine Midland Bank	 N/A N/A 

6. Banco de Colombia	 N/D N/O 

7. The	 Chase Manhattan Bank, N. A. 250,000 1,000,000 

8. Banco Internacional de Panama, S. A.	 250,000 750,000 

9. Banco Exterior, S. A.	 500,000 5,000,000 

10. Banco de Desarrollo Agropecuario	 N/O N/O 

11. Banco de Bogota, S. A.	 N/A N/A 

12. Banco Cafetero (Panama), S. A.	 N/A N/A 

13. Banco Fiduciario de Panama, S. A.	 N/A N/A 

Notel	 N/A = Not applicable. This bank expressed no interest to participate in AID 
program. 

N/D = Information was not estimated by this bank. 

. .,\ 

r) 



Schedule 17 

SURVEY ON CREDIT AVAILABILITY FROM FINANCIAL INSTITUTIONS TO
 
SMALL SCALE ENTERPRISES
 

Summary of Aggregate Amount of Credit Demand from Small Scale Enterprises
 
for Next Two (2) to Five (5) Years, as Estimated by Financial Institutions
 

Aggregate amount of credit 
demand estimated 

1. Banco Interoceanico de Panama, S. A.	 us$ N/D 

2. Banco Continental de Panama, S. A.	 N/D 

3. Banco Comercial de Panama, S. A. (BANCOMER)	 250,000,000 

4. Banco del Comercio, S. A.	 N/D 

5. Marine Midland Bank	 N/D 

6. Banco de Colombia	 N/D 

7. The Chase Manhattan Bank, N. A.	 10,000,000 (1) 

8. Banco Internacional de Panama, S. A.	 N/D 

9. Banco Exterior, S. A.	 500,000,000 

10. Banco de Desarrollo Agropecuario	 50,000,000 

11. Banco de Bogota, S. A.	 N/D 

12. Banco Cafetero (Panama), S. A.	 N/D 

13. Banco Fiduciario de Panama, S. A.	 N/D 

Note.	 N/D = Information not provided, basically due to the various factors involved to 
make such an estimation. 

(1) = Estimation given for next two (2) years only. 

\ ).' 
) 
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Schedule 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Summary of Enterprises SUrveyed by Geographic Area and Economic Activity 

Total General Economic Activity 
G.:,vgraphic Area Surveyed Industry Commerce Services Agriculture Fishing other 

P.	 lama 32 18 7 6 1 

David	 36 14 7 9 6 

,C, .on 14 4 5 5 

Ch;tre/Las Tablas 17 5 4 e 

Suutiago e 1 5 2 
107 42 28 30 7-
100 39 26 28 7 



Schedule 2 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

SUmmary of Enterprises Surveyed by Specific Business Activity 

Total Chitre/ 
% SUrveyed Panama David Colon Las 'l'ab1as Santiago 

hoes factory 3.7 4 1 1 2 
eauty shop 2.8 3 2 1 
aundry 1.9 2 1 1 
lothes factory 1.9 2 1 1 
urniture factory 5.6 6 3 3 
rinting shop 3.7 4 1 1 2 
ransportation 
ccesory store 6.5 7 2 3 2 
roc~ries or small 
supl~rmarket 1.0 1 1 

echdnic workshop 6.5 7 2 1 3 1 
lectricity 

workshop 2.8 3 1 2 
lacksmith workshop 2.8 3 2 1 
onstruction 

companies 1.0 1 1 
ishing 
gricu1ture 4.7 5 1 <1 
viculture 1.0 1 1 
picu1ture 
akery or candyshop 5.6 6 2 2 1 1 
nima1 food factory 
ood factory 4.7 5 5 
erchandise 
distributors 9.3 10 3 3 3 1 

ther service 
oriented enter
prises 12.1 13 2 6 4 1 

:raftmanship 6.5 7 4 J 
ther enterprises 15.9 

100.0% 
17 

107 
4 

32 
6 

36 
2 

14 
4 

IT 
1 
8 
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Schedule 3 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Total Assets of Surveyed Enterprises 

Enterprises 
that did 

not disclose 
Total assets (*) Total Industry Commerce Service Micro Assets 

Less than or equal to $25,000 58 54% 26 58% 7 30.5% 22 67% 3 100% 

$ 1,001 50,000 19 18% 7 15% 7 30.5% 5 15% 

00.$l\(),001 75,000 10 9% 4 9% 3 13.0% 3 -'u 

$/;),001 100,000 7 7% 3 7% 3 13.0% 1 3% 

$ 10,001 to 200,000 10 9% 5 11% 3 13.0% 2 6% 

Enterprises that did not disclose 
assets 3 3% 3 100% 

107 100% 45 100% 23 100.0% 33 100% 3 100% 3 100% 

Exclude land and building (See Schedule 4) 



Schedule 4 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Land and Building Cost of Surveyed Enterprises 

Cost of land and Building Total Industry Commerce Service Hicro 

Enterprise.s 
that do 
not own 

land and 
building 

Jess than or equal 
$50,000 

to 
21 19.6% 10 67% 2 100% 9 90% 

;50,001 - 100,000 5 4.7% 4 27% 1 10% 

More than $100,000 1 0.9% 1 6% 

~nterprises that do not 
own land and building 80 74.8% 

107 100.0% -  15 
-

100% -  2 - 100% -  10 
-

100% -  -
100% -

80 
80 

100% 
100% - 

}{!
 



Schedule 5 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Number of Employees of Surveyed Enterprises 

Number of Employees Total Industry Commerce Service Micro 

Enterprises 
that did no' 
indicate thl 

number 

1 - 5 61 57% 23 52% 17 65% 18 57% 3 100~ 

6 - 10 27 26% 10 22% 7 27% 10 31% 

11 - 15 8 7% 5 11% 1 4% 2 6% 

16 - 20 6 6% 5 11% 1 4% 

21 - 25 2 2% 1 2% 1 3% 

Ml ethan 25 2 2% 1 2% 1 3% 

Ero"erprises that did not indicate the 
umber of employees 1---107 100%------

--45 100%----
--26 100%----

--32 100%----
--3 100%----

1 
1 -

100% 
100% -



Schedule 6 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Annual Gross Sales of Surveyed Enterprises 

Gross Sales Total Industry Commerce Service Micro 

Enterprises 
that did not 
indicate the 

amount 

More than or equal to $25,000 38 36% 15 34% 6 26.2% 16 52% 1 33.3% 

25,001 - 50,000 Ii 11% 4 9% 2 8.7% 5 16% 1 33.3% 

~50,001 - 75,000 12 11% 6 14% 2 8.7% 3 10% 1 33.4% 

",15,001 - 100,000 11 10% 5 11% 2 8.7% 4 13~ 

lOO,OOl - 125,000 9 8% 4 9% 3 13.0% 2 6% 

$125,001 - 150,000 3 3% 2 5% 1 3% 

l50,000 - 175,000 2 2% 2 8.7% 

4:1.75,001 - 200,000 6 6% 3 7% 3 13.0% 

~~re than $200,000 8 7% 5 11% 3 13.0% 

Iterprises that did not indicate 
the amount 6 6%---107 100%-----

--44 100%---- 23 100.0% --31 100%---
3 100.0% 

-
6 100%-6 100%----
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Schedule 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES
 

knswer Obtained Concerning AID Proposed Credit Terms and Conditions
 

3 to 5 years 
maturity and one 

Without year of grace 18% annual Up to 90% of th 
Collateral period interest investment 

Yes No Yes No Yes No Yes No 

, 3anama 27 5 31 1 2 30 29 

avid 31 5 35 1 16 20 36 

Colon 12 2 12 2 2 12 11 3 

hitre/Las Tab1as 15 2 17 4 13 15 2 

Santiago 8 7 1 6 2 8 

Totals 93 14 102 5 30 77 99 8 -
Total surveyed 107 107 107 107 

% Yes Answers 87% 95% 20% 93% 

% No Answers 13% 5% 72% 7% 
100% 100% 100% 100% 



Schedule 8 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Interest Rate Considered as Adequate by Enterprises 

Total 

Less than 
or equal 
to 9% 10% 11% 12% 13 to 15% 

Considered 18% 
too high but 
do not comment 

on desired 
interest rate 

Panama 30 2 1 6 7 14 

I:_vid 20 3 9 2 5 1 

( ton 12 1 1 5 3 2 

Chitre/Las Tablas 13 5 2 1 5 

S 1tiago 
Total 

2 
77 
-

9 - 12 
-

3 
-

1 
19 
-

11 -
1 

23 
-

100% 
- 

12% - 15% 
-

4% 
-

25% 
-

14~ 30% 

.'\\

'\i' . 



-- - - - - -

-- - -

Schedule 9 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Summary of Purpose of Credit Required by Enterprises 

Construction 
Working Equipment of 

Total capital .lcquisition facilities 

_anama 58 18 16 12 

avid 45 21 14 7 

Colon 21 6 6 5 

:hitre/Las Tab1as 40 12 11 7 

Santiago 21 6 7 4 

Total answers 185 63 54 35 

100 34 29	 19 -

~lote ,	 107 enterprises were surveyed and some enterprises expressed 

need of financing for more than one purpose. 

Debt Other 
consolidation purposes 

6 6 

3 

1 3 

6 4 

4 

17 16 

9	 9 
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Schedule 10 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Summar)· of Credit Amount Required by Enteprises (by Purpose of the Credit) 

Enterprises 
Construction that did 

Working Equipment of Debt Other not indicate 
Amount Total capital acquisition facilities consolidation purposes * the amount 

$ 1,000 - 10,000 101 55% 42 27 16 13 3 
10,001 - 20,000 27 14% 6 9 8 3 1 
20,001 - 30,000 16 9% 4 5 3 4 
30,001 - 40,000 7 4% 3 3 1 
40,001 - 50,000 11 6% 5 1 3 2 
50,001 - 60,000 1 0.5% 1 
60,001 - 70,000 3 1.5% 2 1 
70,001 - 80,000 4 2% 2 1 1 

More than 80,000 7 4% 1 3 2 1 
Enterprises that did 

not indicate the 
arnou.~t 8 4% -8 

185 100% 66 49 34 16 12 8 

100% 36% 27\ 18% 9% 6% 4% 

~ Detail of other p' rposes 

Land and buildir] acquisition 1
 
Lane. acquisitic 1 4
 
To start anotrJr enterprise 6
 
To spand pre(~nt enterprise 1
 

Total n 



Schedule 11 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

summary of Enterprises that Have Credit Experience (By Institution and Terms) 

Interest Rate Collateral 
Businesses En<:erprises 
that have t'"1at have 

15% not received not received 
Financial Institution Total 8-10\ 13-14% or more credit No credit~ ~ ~ 

Banco Nacional de Panama 23 5 11 2 5 23 13 10 
Ministerio de Comercio e Industria 12 12 12 5 7 
Banco Exterior 3 1 1 1 3 1 2 
Banco Fiduciario 3 1 1 1 3 2 1 
Chase Manhattan Bank, N. A. '2 2 2 2 
Ministerio de Planificacion 2 2 2 2 
Corporacion Financiera Nacional 2 1 1 2 1 1 
Banco de Santander y Panama 2 1 1 2 2 
Cooperativa R. L. Avance de Los Santos 1 1 1 1 
Caja de Ahorros 1 1 1 1 
Banco de Ultramar 1 1 1 1 
Financiera Delta, S. A. 1 1 1 1 
Cooperativa Gladys B. de SUcasa 1 1 1 1 
Financiera Buena Fe 1 1 1 1 
Banco Comercial de Panama 1 1 1 1 
Chiricana de Ahorro y Prestamo 1 1 1 1 
Banco de Desarrollo Agropecuario 2 2 2 2 
camara de Comercio 1 1 1 1 
Banco Gafetero 1 1 1 1 
Enterprises that have not received credit 49 49 49!2.

ill" 25 22 3 IT 49 ill 35 26 49 
100% 23% 20% 3% .!.Q.% 44% 100% 32\ 24\ 44\ - = 

The excess over 107 sU~Jeys is due to the fact ~t some
 
businesses have received more than one credit facility
 
from different financial instit'ttions.
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Schedule 12 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Factors that Contribute to the Reduced Credit Supply 

Owner or 
High Hi·;h Low manager's 

Order of I.ack of interest 1a U01- business lack of 
Importance Total col laterals rates cost. profit experience Others 

% % % % % % 

First 105* 82 79% 9 9% 5 7% 2 3% 7 25% 

Second IClO 6 6% 61 62% 8 12% 16 26% 7 12% 2 7% 

Third 71 6 6% 12 12% 23 34% 18 29% 7 12% 5 18% 

Fourth 61 4 3% 4 4% 16 24% 22 35% 12 21% 3 11% 

Fifth 57 6 6% 11 11% 7 11% 3 5% 27 47% 3 11% 

Sixth 24 2 2% 8 12% 3 5% 3 5% 8 28% 
104 100% 99 100% 67 100% 62 100% 58 100% 28 100% 

"
!*)	 The two missing surv~YB over the total 107 is due to the fact that two enterprises 

consider there is nc '_-educed credit supply, and, thus, a classification of factors 
was not neceS~ctry. 

,,/ 

'l"'" 
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Schedule 13 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Summary of External Assistance Required by Enterprises 

Total Financial Technical Administrative 

t>anama 45 23 12 10 

lavid 31 8 8 15 

Colon 13 10 3 

:hitre/Las Tablas 20 6 5 9 

c;antiago 10 3 2 5 
119 SO 30 39 

100 42 25 33 



Schedule. 

STUDY ON CREDIT DEMAND FROM SMALL SCALE ENTERPRISES 

Summary of Concern Expressed by Enterprises upon 
Lack of Credit Availability 

To remain at 
Total actual level To shrink To close 

Panama 32 19 5 8 

David 36 20 7 9 

Colon 14 11 3 

ChitreVLas Tablas 17 4 8 5 

Santiago 8 6 2 

Total 107 - 60 - 20 
-

27 
-

100 - 56 
- 19- 25 

-

.\
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,~C~CP~0454: 

P? RlJERZP 
3 RO&SC #2332/~1 336~55S 
~JR UUUUU ZZH 

P 02~105Z DEC 83 
n~ SECSTA~R ~A5HDC 

~ AMEM~ASSY PANAMA PRIORITY 33~7 

i3'; A&TIO~ CIPYnNCLAS STATE 342332 

~.o. 12356: NJA 
DATE.c. .INlTJAlS -,---TAGS: 

DBJSC~: PANAHASMALL BUSINESS DEVEtOPHEN~ 
525-a240) PID GUIDANCs'CA]LE 

THE SMALL ~OSIN~SS DEVELOPMENt PID VAS llEVIKYEU AND 
?PRO;3D BY THE DAEC ON NOVEMBER 14. 1983. Ta3 MI5SIO~ 

i'lAY PROCEED TO DEVELOP THE PROJ EC·! PAPER {PP} IN 
CCO~DaNC~ WITH TRZ FOLLO~ING GUIDANCE AND D1EC riECISIONS 

Gw IT ~~S AGR~ED THAT E~PLOYMENT GE~EaATIO~ IS Tal 
p~IMARY OBJECTI VE OF THE PROJEC'r, BUT'THAT DI~~CT JOBS 
R~ATZD NEED NOT BB A CRIT3RION FOR SUBLO!NS~ DU~ TO TaE 

GE~EaALLY SAFE ASSUMPTION THAT INCREASED INCO~Z BY THE 
SUEBORRO~ERS (AS ~ELLAS ECONOMIC LI~~AGES) WILL CREATE 

NDIREGT EMPLOYMENT. TEE PP SHOULD~ NEVERTHZLESS 
~STIMATE THE EMPLOYMENT IMPACT OF TH~ PROJECT. 

THE PROJECT SHOULD BE DESIGNED TO BECOM~ ~NTIRELY 

JELE-FINANCING, INCLuDING TR5 TEcaNICAL LSSIS11NGR FOND 
COMPONENT. THE MISSION STA~EDTHAT INTBHESTR!TES VERE. 
~PECT!D TO B~ BET~BEN 18-22 PER~ENT. TO EN~BL~ THE PRO
ECT .TO .~~ SELF-FINANCIN~, ANDTO ENCOURAGZ TH& leIS NOT 

rw DISCRIHINATEAGAIHST SMlLLER CLIENTS WE !Ll5.YE THERE 
':.JlOUL; NOT :BE AN· UPPER Ll~'~I'! 0; THE INTEREST RA'rES . 

FORESEE THAT THK INTEREST RATES. ~OU~ NOT ONLrlVARI 
'\CCORDING TO TH~ ICI ~ AS INDlcatED".IH Tag P'ID;':::BUr ALSO 
.CCORDING TO OTHER FACTORS, SUCH AS LOAN'A~MINISTRATION 
~OSTS SOME CROSS SUBSIDIZATION FROM LARG~a YlhHS ~o 

~HE 5MALL~a PIRMS ~lY BE NECESSAY IN THE PROJ~C! TO 
:C1BR THE COSTS OF TECHNIC~L ASSISTANCE, BUT TSZ MISSION 
j~OULD ATTEMPT TO APPLY THE FEE-FOR-SERVICE PRINCIPLE TO 
~~E EXTENT FEASIBLE ijITHOUT CREATING SERIOUS D3~aN~ 
·aOBLEMS. A DEMAND STUny ~ILL BE NEEDED TO n~TERMIUE 
:HE PROPER ~PPROACH. 

THB DAiC CONCLUDED THlT THE PROJECT WILL ~SED TO 
~~~6LISH ~uri A MAXIMUM SUBLOAN AMOUNT AS ~ELL AS CLEaR 
.!~ITATIO~S ~ITH REGARD TO THE MAXIMUM SIZE 01 T3E 
~i3FIGIA~1 ~IRMS. THE NU~B~R OF EMPLOYEES IS O~~ 
!(fi'ERIO~J O~' ELIGI1HLITI. OTHER CRITERIA COOL:l 'BE 

CUNSIDE~~D AS WELL. THE PP SHUULD Pd01ID~ T53 RATIONALE 
~OR TBS V~dICUS LIMITS baOS8N 
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STATE 342332/01
 

5 . GtJ.I'DAHCE REGARDING THE ECONOMIC ANALYSIS BAS BEEI~ 
PBOV~DED TO'~HE MISSION IN A SEP~qATE MEMORANDUM FRO~ 

:B:&Nl=SRVERN 

6 AT THE PID DAEe THE MISSION REQUESTED AN AD HOC 
~EDELEGATION Of AUTHORJTI TO APPROVE TRE PP IN THE 
FIELD. AS THE FOLLOWING ISSUES AND GUIDANCE HAVE MAJOR 
IMPLICATIONS FOR THE FINAL DESIGN Of THE PROJECT, I~ IS 
REQUESTED THAT THE-MISSION PROVIDE A CABLE RESPONSE TO 
;i'UESE QUESTIONS AS EARLY A,S ?OSSIBLE I NORDER THA'!' A 
~!~ERMINA!ION ,E MADE WITt REGARD TO THE REQUESTED 
Rh~ELEGATION OF AUTHORITY. IN jDDITION, APPROVAL OfTHE 
MISSION'S ~OLICI AGENDA IN ITS ACTION PLAN FOR PI 1984 
(RIQUES~ED IN STATE 234112 AND ADDRESSiD IN PANAMA
 
1~~07) WILL ~E REQUIRED ]EFORE PROJECT CAN BE AUTHORIZED
 

A l~ ~AS THE ~ON;ENSUS OF,THE DAEC fHA~ PANAMA EEING 
N INT~RNA~lONAL FINANCIAL CE~TER WITH OYE~ 1~0 
!N%ERHATIONALt~ANlS WITH CONSIDERABLE LIQUIDITI PRESENTS 
! UNIQUE nEYEL~PMEN~ OPPORTUNITY AND CEALLENGE TO 
MOBl~JZE'CREDI! FOR THE BENEFIT OF THE PROJECT'S TARGET 
GROUP IN 1HE -~ACE or THIS SITUATION ThE PROVISION OF 
A l_DCAPIXAL ASSl~TANCE ¥OR CREDiT ~ODLD APPEAR 
VU5'tIFIED ONL'! TO THE EXTENT TIiAT IT IS DE'10NSTRATED 
~HAT' THES~ PRIVATE SECTOR RESOURCES CANNOT BE DIRECTED 
~OYARDTRE PROJECT TARGET GROUP OR to THE EXTENT THAT IT 
IS NECESSARY IN ORDER TO LE~ERAGE SUCE PRIVATE SECTOR 
CREDIT- !BE ]UDGET ALLOCATION IN THE PID, HO~EVER, 

REFLECTID A PREF~RENCE ¥OR THE LOAN FUND OVER THE CREDIT
 
GUARANTEE FUND THE MISSION IS THERttORE REQUESTED TO
 
E1PLORE ~ITH THE BAN!ING SECTOR IN p'ANAMA ~HAT
 

I~CENrlVES WOULD BE REQUIRED ~o ATTRACT THE LARGfHBAN~S
 
TO INVtST IN OPPORTUNITIES IN SMALL INDUSTRY. WE ASSUMZ
 
1RAT A DOLS. le0,f'00 GUARANIY fOND \(ILL NOT 'ENGENnER
 
~UCR INTEREST, ~UT, IF A fORMULA COULD BE DEVELOP~D TEAr
 
~OULD INTEREST THE £AN~S, THE GQP ANy A.I.D • ALL OR
 
NOST OF THE A. I.D. PUNDS ALLOCATED TO THE LOAN FUND
 
COULD]X REALLOCATED TO ~HE GUARANTEE FUND. ITl~ QUITE
 
POSSIBLE THAT, AS THE MISSION REPRESENTATIVES CON~END.
 
~HI ~ARGE »AH!S ~ILL NOT »E INTERESTED I~ DEALING ~ITH
 
rrIlE~ SMALLER ..FIRMS, EYVN Il" NO LIMITS ARE PLACED ON
 
INTEREST ~ATES AND THE CREDITS ARE GUARANTIED. IY1HIS 
IS TBE CASE THE NISSI0N SHOULD EXPLORE THE POSSI]IL~TY
 

or RAVING 'THE LARGER :BANKS MAttE LOANS TO THE FIHANCIERAS
 
AND/OR ~REDIT COOPERATIVES, WHICH I~ TURN WOULD LtND THE
 
FUNDS ~o THE TARGEt GHOUPS. THE ]AN~S' RIS~ COULD ~E
 
~OVERED iN ONE OF TWO YAYS. TH1 COOP~ OR FINANCIERAS
 
~OUL~,~FFER AS SECURITI A PORTF01IO~F SUBLOANS
 
~UARA"rIED]Y ~HE,A.I.D_ PROJEr.~ OR THE A.I.D. PROJECT
 

-UNCLASSIfIED STATE 3~2332/~1 



JUID GU~a~NT! TRE ACTUAL LOANS FRON Ta8 B!N~S TO !~b 

}C?S AND FINaNCIERaS. TSE CABLE SHOULD Ripo~T THZ 
OUTCONE OF THIS ASSESSMENT r IN~LUDING THE PROPOS3D 

:OUNT OF THE GUARANTY'FUND. 

--B. THE MISSION STATED ~HAT Tas GUARANTY Fm~D ~OijLD 

r0VER THE 2IS~ IN UP Tp 80 PERCENT Of SUB-OA~S A~D 

I ~AYS 10~ PERCENT ~F THE UNCOLLATERALIZED P01TIO~ Of 
1d3 SUBLOANS. IF THIS CONCEPTIS CHANGED, TR3 REPOaTING 
C~BL~ SHOULD SO INDICATE. IN ADDITION, TH3 CABL~ jROULD
] PLAIN ~HAT. LEVERAGE RATIO IS EXPECTEDjHO~ MUCK. 
tJNTIN~ENT LIABILITY THE GOP WILL ASSU~E; HOY TH~ GOP 
~ILt ENSUR3 ~H!T FUNDS ARE AVAILABLE TO BACK UP THIS 
l :N.'rINGENT LIAAILITlj 'itHAT VALUE THE BAN~S ':lILt PtAC~ ON 
i GOP COOTINGRHT LIABILITY; AND ~HETaEa A SIZABLE 
CONTIN~EN! GOP LIABILITY ~ILL·PRESENr PROBt~M5 ~ITa THE 
J 2. ALSO REL3VANT TO THE FEASIBILITY OF TgB GUAaANTY 
} ND IS THE QUESTION O~ WHETHER tHE REQUIREMENT TRA~ 

EAN!S EXoAUST LEGAL REMEDIES EEFOR~ THE GUAR!NTYIS PAID 
~.y BE A PROBL3M IF SUCH PROCEEDINGS aRE cu~BEaSOMZ.IY 
1 ~ECLOSUa& IS ! MAJOR PROBLE1, MISSION SHOULD INDICATE 
Itl TI!Z CABLE THE EFFECT ON TEI3: PROJECT DESIG~~. 

D. IF A TRUST M~CHANISM IS USED, THE MISSION SaOrrLD
 
ChARlEY ~HEfffER THE GOP or THE TRUST IS THE BORRO~ZR.
 

U' SOME: OTBER ARRANG:&~ENT :B~SIDES Tag TRUST IS TO 1J~
 
~.Ej), Z.G. A PRIVt..TE CORPORATION THllT COULD EVENTUaLLY
 
.'•.:.'rRaCT Pit IV ATE I~V ESTORS, THE CP.:BLE SHOULD t:IPLAIN THg
 

~ OSE~ ALTERNATIVE. IN EITHER CISZ, THE MISSION SHOULD 
IEF1i BXPLaIM HO~ TH~ THRE~ PROJSCT COMPO~E~TS ~ILL
 

11T TOGETHER ADMINISTRATIVELY AND TH~ GOVERN~3HT J5.
 
r-IVATE ROLE IN M!NAGEMENT O~ THE PROJEGT. IY BORRO~ER
 

! OTHE~ TH!N GOP ~S ASSUME LOAN WILL BE Gal~~N7h~n BY
 
GOP.
 

- D. TH~ C!B1:g SHOULD CLARIFY ~Hc\T POLICY REfORMS, IF
 
ANY, ARE NEC~SSART TO ACHIEVE THE PROJECT OBJECtI~ZS
 

? AS DISCUSSED IN THE DAEC REVIE~, THX MAJOR PART OZ
 
T..uE l:;TENSIVE REVIRV SHOULD TAl{,E PLACE AfTER AID/" HAS
 
HAD AN OPPOgTUNITI TO RESPOND Ta THE' MISSIONS CABLE.
 
n SSION REPRESENTATIVES ESTIMATED TH'AT THE CABLE WOULD
 
Bu RE~DY BY HID FEBRUaRY 1984, walCH SHOULD ALLOY'
 
SU?FICIENT TIME TO COMPLETE THE INTENSIVE REVIb¥ A»D
 
M ET THE JUNE OBLIGATION TARGET. SHULTZ
 
u.. 

UNCL!SSI}'IED STATE 3~2332/~2 



ANNEX D - milllffiY a-IEa<LIS'f 

Lasted bel~~ are statutory criteria 
applicable generally to FAA funds, and 
criteria applicable to individual fund 
sources· Developnent Assistance and 
Economic Support l"'und. 

A.	 GEllliHAL ClU'i'ElUA FOR OJUN'l.'RY 
ELIGIBILITY 

1.	 FAA Sec. 48l[ FY 1984 No. 
Continuing Resolution. 
Has it been detennined or 
certified to the Congress by 
the President that the 
government of tIle recipient 
country has failed to take 
adequate l1Easures or steps to 
prevent narcotic and 
psychotropic drugs or other 
controlled substances (as 
listed in the schedules in 
section 202 of the 
Comprehensive Drug Abuse and 
Prevention Control Act of 
1971) which are cultivated, 
produced or processed 
illicitly, in whole or in 
part, in such country or 
trasJ;X>rted through such 
country, from being sold 
illegally \~ithin the 
jurisdiction of such country 
to United States Government 
personnel or their dependents 
or frO£:l entering the United 
States unlawfully? 

2.	 FAA Sec. 620 (c). If No. 
assistance is to a 
government, is the government 
liable as debtor or 
unconditional guarantor on 
any debt to a U.S. citizen 
for gcx:xis or services 
furnished or ordered where 
(a) such citizen has 
exhausted available legal 
remedies and (b) the debt is 
not denied or contested by 
such government? 



3.	 FAA Sec. 620(e)(1). If No. 
assistance is to a 
gover'1ffient, has it (including 
government agencies or 
subdivisions) taken the 
effL~t of nationalizing, 
expropriating, or othenYise 
seizing avnership or control 
of property of u.s. Citizens 
or entities beneficially 
O\'ffied by them without taking 
steps to discharge its 
ooligations toward such 
citizens or entities? 

4.	 FAA. Sec. 532(c), 620(a), No. 
620(f}, 620n[ r~ 182 
Appropriation Act Sees. 512 
and 513. Is recipient 
country a Couununist country? 
Will assistance be provided 
to Angola, Cambodia, Cuba, 
laos, Vietnam, b)rria, Libya, 
Iraq, or South Yemen? Hill 
assistance be provided to 
Afghanistan or MJzambique 
wi thout a waiver? 

5.	 ISDCA of 1981 Sees. 724, 727 N/A 
and 730. For Specific - 
restrictions on assistance to 
Nicaragua, see Sec. 724 of 
the ISCCA of 1981. For 
specific restriction on 
assistance to E1 salvador, 
see Sees. 727 and 730 (; ~ the 
ISlXA of 1981. 

6.	 FAA. Sec. 620(j). Has the No. 
country pennitted, or failed 
to take adequate measures to 
prevent, the damage or 
destruction by nro action of 
U.S. property? 

7.	 FAA. sec. 620(1). Has the No. 
country failed to enter into 
an agreement with OPIC? 



8.	 FAA. Sec. 620(0)[ l"ishennen's No.
 
Protective Act of 1967, as
 
amended, Sec. 5.
 
(a) Has the cOlmtry seized,
 
or iIIl1.)()sed any penalty or
 
sanction against, any u.s.
 
fishing activities in
 
international waters?
 
(b) If so, has any deduction
 
required uy the Fiffi1ermen ' s
 
Protective Act been made?
 

9.	 FAA Sec. 620(g) [ FY 1982 No. 
Appropriat:.ion Act Sec. 517. 
(a) Has the government of
 
the recipient country been in
 
default for rlOre than six
 
nnnths on interest or
 
principal of any AID loan to
 
the country? (b) Has the
 
cOtmtr'l been in default for
 
more than one year on
 
interest or principal on any
 
u.S. loan under a program for
 
\oJhich the appropriation bill
 
appropriates funds?
 

10.	 FAA. Sec. 620(s). If Yes. 
contemplated assistance is 
development loan or from 
Economic Support Ftmd, has 
the Administrator taken into 
account the arrount of foreign 
exchange or other resources 
which the country has spent 
on rnilitary equipnent? 
(Reference may be made to the
 
annual "rl'aking into
 
Consideration" merro· "Yes,
 
taken into account by the
 
Administrator at time of
 
approval of Agency OYB."
 
This approval by the
 
Administrator of the
 
Operatinal Year Budget can be
 
the basis for an affinnative
 
answer during the fiscal year
 
unless significant changes in
 
circusmtar1ces occur.)
 



11. :r"'AA Sec. 620(t ) • Has the No. 
country severed diplomatic 
relations with the United 
States? If so, have they 
been resumed and have ne~'l 

bilateral assistilllce 
agreements been negotiated 
and entered into since such 
resumption? 

12. FAA sec. 620(u). \".Jl1Clt is the Pcmama is not in arrears in its U.t~. 

payment status of the obligations. 
country1s U.S. obligations? 
If the country is in arrears, 
~'lere such arrearages taken 
into account by the AID 
Administrator in determining 
the current AID Operational 
Year Budget? (Reference may 
be made to the r1'ak ing into 
Conslderaton m~~.) 

13. FAA Sec. 620A[ FY 1982 No. 
Approriation Act Sec. 520. 
Has the country sided or 
abetted, by granti!1g 
sanctuary from prosecution 
to, any individual or group 
\'lhich has COImnitted illl act of 
international terrorism? Has 
the country aided or 
abbetted, by granting 
santuary from prosecution to, 
any individual or group which 
has COI!Uili.tted a war crime? 

14. FAA Sec. 666. Ibes the No. 
country object, on the basis 
of race, religion, national 
origin or sex, to the 
presence of any officer or 
eITq)loyee of the U.S. who is 
present in such country to 
carry out eccnomic 
develOJ?IOOIlt programs under. 
the FAA? 



15. FAA Sec. 669, 670. Has the No. 
count.ry, afFer AUgust 3, 
1977, dp.liv~red or received 
nuclear ep.:cichment or 
reprocesrJing equipment, 
mater;.~s, or technology, 
;;:i.thout specified 
arrangements or safeguards? 
Has it transferred a nuclear 
explosive device to a 
non-nuclear weapon state, or 
if such a state, either 
received or detonated a 
nuclear explosive device, 
after August 3, 1977? (FAA 
Sec. 620E permits a special 
waiver of Sec. 669 for 
Pakistan.) 

16. IS~ of 1981 Sec. 720. No. 
Has the country represented 
at the l-1eetiny of i1inisters 
of Foreign Affairs and Heads 
of I:elegations of the 
Non-Aligned Countries to the 
36th General Session of the 
General Assembly of tlle u.s. 
of Sept. 25 and 28, 1981, and 
failed to dissasociate itself 
from the ooITImWlique issued? 

If so, has the President 
taJc;:en it into account? 
(Reference may be made to the 
Taking into Consideration 
melin. ) 

17. ISIX'A of 1981 Sec. 721. N/A 
Set-.: special requirements for 
assistance t.o Haiti. 

18. IT 1984 Continuing lb. 
H.esolution. Has the 
recil!ient country been 
determined by the President 
t.o have engaged in a 
consistent pattern of 
opposition to the foreign 
policy of tl1e llilited States? 

B. FUNDING SOUHrn CfU'l'ERIA FOR 
mUNTRY ELIGIBILl'l'Y 



1.	 I:eve10pIllent Assistance No. 
CountEr Criteria. 

a. FAA Sec. 116. Has the
 
Department of State
 
detennined that this
 
govenunent has engaged in a
 
a:>nsistent patten! of gross
 
violations of internationally
 
recognized human rights? If
 
so, can it be derocmstrated
 
that contemplated assistance
 
will directly benefit ~lP
 
needy?
 

2.	 Fconomic Support l'"'und COtmtry 
Criteria. 

a. FAA Sec. 5028. Has it No. 
been determined that the
 
COWltry h:l.s engaged in a
 
consistent pattern of gross
 
violations of internationally
 
recognized hwnan rights? If
 
so, has the country nade such
 
significunt improvemenmts in
 
its human rights rea:>rd that
 
furnishing such assistance is
 
in the National interest?
 

b. ISDCA of 1981, Sec. N/A 
725(b). If ESP is to be 
furnished to Argentina, has 
the President certified that 
(1) the G:Jvt. of Argentina
 
has made significant progress
 
in htnnan rights[ and (2) that
 
the provision of such
 
ass1stance is in the national
 
interest of the U.S.?
 



c. ISDCA of 1981, Sec. N/A 
726(b). If ESF assistance is 
to be furnished to Chile, has 
the President Certified that 
(1) the Govt. of Chile h:.ls 
made significant progress in 
human rights[ (2) it is in 
the national interest of the 
U.S. [ and (3) the Gevt. of 
Chile is not aiding 
internu.tional terrorism and 
has taken steps to bring to 
justice those indicated in 
connection with the murder of 
Orlando Letelier? 

5C(2) PIUlliCI' rnEa<LIS'.r 

Listed below are statutory criteria 
applicable to projects. This section 
is devided into cwo lJarts. Part A. 
includes criteria applicable to all 
projects. Part B. applies to projects 
funded from specific sources only· 
B.l. applies to all projects funded 
Hith Development Assistance Funds, 
B.2. applies to projects funded \'1ith 
Develop~t Assistance loans, and B.3. 
applies to projects funded from ESF. 

COOSS REFERENCES·	 IS OJUNTRY rnEa<LIST 
UP ro DATE? HAS 
STANDARD ITfl1 
OIEa<LIST BEliN 
m.-VIEUEIJ FOR 'flUS 
PIUJECI'? 

A.	 GENERAL CRI'l'ERIA FOR P~.i' 

1.	 FY 1982 Appropriation Act 
Sec. 523[ FAA Sec. 634A[ 
Sec. 653{b). 



(a) Describe how (a) rfhe project was included in AID 1o""Y 
authorizing and 1984 Cbnaressional Presentation as 
appropriations COlLUnittees 
of Senate and HOllse have 

a prol)Qs~ $6.0 million loan/$3.5 
million grilllt with an initial 

been or \'iill he notified 
concerning the project[ (b) 

obligation in IT 1984. 

is assistance within (b) Yes. 
(Operational Year Budget) 
country or internation~l 

organi7ation allocation 
rel)Qrted to Congress (or 
not ITOre than $1 rnillion 
over that arrount)? 

2. FAA Sec. 611 (a) (1). Prior Yes. 
to obligation in excess of 
$100.00, will there be (a) 
engineering, financial or 
other plans necessary to 
carry out the assistance 
and (b' a reasonably fin1 
estil!l?te oE the C(Jst to the 
U.S. of the assistill1ce? 

3. FAA Sec. 611(a)(2). If N/A 
further legislative action 
i'3 recIUired Hi thin 
r':..cipient country, ,-mat is 
basis for reasonable 
E>.xpectation that suc:h 
action Hill be col~)leted in 
time to permit orderly 
accomplishment of VU!1)Qse 
of the assistance? 

4. f~ Sec. 611(b)[ IT 1982 N/A 
weropriation Act Sec. 501 
I for water or 
water-related land resource 
construction, has project 
met the standards amI 
criteria as set forth ~~ 

the Principles and 
Standards for Planning 
\vater and Related land 
Resources, dated October 
25, 1973? (See AID 
Handbook 3 for new 
guidelines. ) 



5.	 FAA Sec. 6ll(e). If 
project is capital 
assistill1ce (e.g., 
construction), and all U.S. 
assistance for it \'lill 
exceed $1 million, has 
Hission Director certified 
and Regional Assistill1ce 
Administrator taken into 
consideration the country's 
capability effectively to 
maintain and utilize the 
project? 

6.	 FAA Sec. 209. Is project 
susceptible to execution as 
part of regional or 
multilateral project? If 
so, why is project not so 
executed? Infonnation and 
conclusion whether 
assistace will encourage 
regional developlnent 
prograIlls. 

7.	 FAA Sec. 601 (a). 
Information and conclusions 
whether project will 
encourage efforts of the 
country to· (a) increase 
the flaw of international 
trade[ (b) foster private 
initiative and cornpetition[ 
and (c) encourage 
development and use of 
cooperatives, and credit 
unions, and savings and 
loan associations[ (d) 
discourage monopolistic 
practice~[ (e) improve 
technical efficiency of 
industry, agriculture and 
oounnerce[ and (f) 
strengthen free labor 
unions. 

This is not a capital assistance 
project. 

No. 

The project is designed to strengthen 
small scale enterprises' access to 
credit through the corrnnercial banking 
anti CX)()perative systems. Opening new 
avenues to credit will in turn 
encourage private initiative, 
competition, and should result in tJle 
improvement of technical efficiency in 
industry and coHnnerce. The Project 
will not directly impact on free labor 
unions. 



8.	 FAA Sec. 601(b. 
Information and conclusions 
on how project will 
encourage u.s. private 
trade and invp.stJrkmt abroad 
and encouragL .J. s. 
participati<Ai in foreign 
assistance programs 
(including use of private 
trade channels and the 
services of u.s. private 
enterprise). 

9.	 FAA Sec. 6l2(b), 636(h)[ 
FY 1982 Approriation Act 
Sec. 507. ~scribe steps 
taken to assure that, to 
the maximum extent 
possible, the country is 
contributing local 
currencies to meet the cost 
of contractual and other 
services, and foreign 
currencies ~1l1ed by the 
U.S. are utilized in lieu 
of dollars. 

10.	 FAA Sec. 6l2(d). DJes the 
U.S. a.m excess foreign 
currency of the country 
and, if so, what 
arrangements have been made 
for its release? 

11.	 FAA Sec. 60l(e). Hill the 
project utilize OOlapetitive 
selection procedures for 
the awarding of oontracts, 
except where applicable 
procurement rules all~'l 

otht::rwise? 

Project is targGted for Panamanian 
private sector. Some u.s. banks 
established in Panama are expected to 
be active participunts in this 
project. In addition, U.S. 
commodities will be financed and 
procured under the Project. 

Not applicable. The currency used in 
Panama is the U.S. U::>llar although it 
is denolninated a "Balboa ll 'There is• 

no U.s. ~ed local currency. 

N/A 

Yes. 

\ i 
\ 
\ . 



12. IT 1982 Approriation Act 
sec. 521. If assistance is 

No. 

for the production of any 
commodity for e~)Qrt, is 
the COlilrrcdity likely to be 
in surplus on world markets 
at the time the resnlting 
productive capacity becomes 
operative, and is such 
assistance likely to cause 
sUbstantial injury to u.s. 
producers of the same, 
srnilar or competing 
cornrro::lity? 

13. :r"'AA ll8(\~) and (d). 1X>es Yes. 
the project comply with the 
environmental procedures 
set forth in AID Regulation 
l6? Does tlle project or 
program take into 
consideration ~1e prObl~n 

of the destruction of 
tropical forests? 

14. FAA l2l(d). If a sahel N/A 
project, has a 
detennination been made 
that the host government 
has an adequate system for 
accounting for and 
controlling receipt and 
expenditure of project 
funds (dollars or local 
currency generated 
therefrom)? 

B. FUNDING CRIrI'ERIA FOR PlnJECr 

1. Development Assistance 
ProJect Criteria 



a. FAA Sec. 102(b), Ill, 
113, 281{a). Extent to 
\'lhich activity will (a) 
effectively involve the 
lXX>r in development, by 
extending access to economy 
at local level, increasing 
labor-intensive production 
and the use of appropriate 
technology, spreading 
investment out from citien 
to small taYns and rural 
areas, and innuring wide 
participation of the poor 
in the benefits of 
development on a sustained 
basis, using the approriate 
u.s. institutions[ (b) help 
develop cooperatives, 
eSPeCially by technical 
assistance, to assist rural 
and urbem poor to help 
themselves toward better 
life, and otherwise 
encourage deIOC>Cratic 
private and local 
governmental institutionn[ 
(c) support the self-help 
efforts of developing 
countries[ (d) prOlrote the 
participation of women in 
the national economies of 
developing countries and 
the improvement of \'lOffien IS 
status[ and (e) utilize and 
encourage regional 
cooperation by developing 
countries? 

b. FAA Sec. 103, 103A, 
104, 105, 106. D::>es the 
project fit the criteria 
for the type of funds 
(functional account) being 
used? 

(a) (b) (c) (d) Yes. The rationale 
for this project is to develop a 
mechanism through \vhich small business 
can roc>re fully participate in Panama. IS 
market. economy. '!'he OOP and US;'\IJ) 
Panama have identified small scale 
enterprises a the Host appropriate 
mechanism through \oJhich to achieve 
this objective. 
(e) '['he Project will not eInphasize 
dir~L..i.y regional cooperation by 
developing a1illltries. 

Yes. 

. 
!)\."

\\\ 



c. FAA Sec. 107. Is 
emphasis on use of 
appropriate technology 
(relatively smaller, 
cost-saving, labor-using 
technologies that are 
generally Jrcst appropriate 
for the small farms, small 
businesses, and small 
incomes of the pcor)? 

d. FAA Sec. 110(a). \vill 
the recipient country 
provide at least 25% of the 
costs of the program, 
project, or activity with 
respect to \'lhich the 
assistance is to be 
furnished (or is tlle latter 
cost-sharing requirement 
being waived for a 
IIrel a tively least
 
developed" country)?
 

e. FAA Sec. IlG(b). \vill 
grant capital assistance be 
disbw:sed for project over 
nove than 3 years'? If so, 
has justific1tial 
satisfactory to Congress 
been made, and efforts for 
other financing 8 or is the 
recipient COtmtry 
"rel a tively least 
developedll? (H.O. 1232.1 
defined a capital project 
as lithe construction, 
expansion, equipping or 
alteration of a physical 
facility or facilities 
financed by AID dollar 
assistance of not less than 
$100,000, inclUding related 
advisory, managerial and 
training services, and not 
tmdertaken as ~t of a 
project of a predominantly 
technical assistance 
character. 

l\ppropriate technologies that help 
earn a profit will be employed. 

Yes, Panama I s contribution exceeds 25% 
of the total costs of the Project. 

This is not a capital assistance 
project. 



f. FAA Sec. l22(b). !bes 
the activity give 
reasonable promise of 
contributing to tlle 
developrnent of economi.c 
resources, or to the 
increase of productive 
capacities and 
self-sustaining economic 
growth? 

g. 1''AA Sec. 281 (b) • 
Describe extent to which 
program recognizes the 
particular, needs, desires, 
and	 capacities of the 
people of the country[ 
utilizes the country's 
intellectual resources to 
encourage institutional 
uevelopmP-nt[ and supl)Qrts 
civil education and 
training in skills required 
for effective participation 
in governmental processes 
esential to self~ovenunent. 

2.	 Development Assistance 
Project Criteria (loans 
Only) 

a. FAA Sec. l22(b). 
Information and conclusion 
on capacity of the country 
to repay the loan, at a 
reasonable rate of interest. 

b. l"AA Sec. 620(d). If 
assistance is for any 
prcxiuctive enterprise which 
will compete with u.s. 
enterprises I is there an 
agreement by the recipient 
country to prevent export 
to the U.s. of more than 
20% of the enterprise's 
annual production during 
the life of the loan? 

Yes. 

'me Project is tailored to contribute 
directly to small businesses in 
Panama. It will open up credit 
charmels for such small enterprise 
thus allowing them to enter and 
Participate IiOre fully in the market 
and economic development process. 

':'ec1mical assistance and training Hill 
directly contribute towards tl1e 
strengthening of the private and 
pUblic sector institutions that make 
up the credit sys tem for small 
businesses. 

USAID review has concluded that the 
GOP has the capacity to repay the loan. 

N/A 



c. ISDCA of 1981, Sec. 724 
(c) and (d). If for 

N/A 

Nicaragua, does the loan 
ag:ceeraent require that the 
funds be used to the 
maximum extent possible for 
the private sector? D:::>es 
the project provide for 
nonitoring under FAA Sec. 
624(g)? 

3. Economic Support Fund 
Project Criteria 

a. FAA Sec. 53l(a). \vill N/A 
this assistance promote 
economic or political 
stability? To the extent 
possible, does it reflect 
the policy directions of 
FAA Section 1027 

b. FAA Sec. 53l{c). Will N/A 
assistance under this 
d1apter be used for 
military, or paramilitary 
activities? 

c. FAA Sec. 534. Hill ESF N/A 
funds be used to finance 
the construction of the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? If so, has tlle 
President certified that 
such use of funds is 
indispensable to 
nonproliferation dbjectives? 



d. FAA Sec. 609. If N/A 
coIllrrodities are to be 
granted so that sale 
proceeds will accrue to the 
recipient country, have 
Special Account
(coIIDterpart) arrangements 
been made'} 

5C( 3) - STAl.IDARD I'M1 Q-lECKLISrr 

Listed below are the statutory items 
which nonnally will be .:overed 
routinely in those provJ.sions of an 
assistance agreement dealing \vith its 
implementation, or covered in the 
agreement by irnposiny limits on 
certain uses of funds. 

'l'hese i terns are arranged under the 
<Jeneral headings of (A) Procurement, 
(B) Construction, and (C) other 
Restrictions. 

A. Procurement 

1. FAA Sec. 602. Are there Yes. 
arrangements to pennit u.s. 
small business to 
participate equitably in 
the furnishing of 
catnlooities and services 
financed? 

2. FAA Sec. 604(a). Will all Yes. 
procurement be from the 
u. S. except as otherwise 
detennined by the President 
or under delegation fran 
him? 

3.. FAA Sec. 604(d). If the Panama does not discriminate against 
cooperating country the u.s. marine insurance canpanies. 
discriminates against 
nBrine insurance canpanies 
authorized to do business 
in the U.S., will 
cor.uocx:lities be insured in 
the United States against 
marine risk wi t.h such a 
canpany? 



4. :r"'AA Sec. 604 (e) [ ISOCA of N/A 
1980 Sec. 705(a). If 
offshore procurement of 
agricultural cornrocxlity or 
product is to be financed, 
is there provision against 
such procurement when the 
domestic price of such 
coInIiDdity is less than 
parity? (Exception where 
OOImrodity financed could 
not reasonably be procured 
in U.S.) 

5. FAA Sec.' 604(g). \vill N/A 
construction or engineering 
services be procured from 
firms of countries 
otherwise eligible under 
Code 941, but which have 
attained a competitive 
capability in international 
markets in one of these 
areas? 

6. :rM Sec. 603. Is the N/A 
shipping excluded from 
compliance with requirement 
in section 901 (b) of the 
l1erchang Marine Act of 
1936, as amended, that at 
least 50 per centum of the 
gross tonnage of 
corraocdieties (computed 
separately for dry bulk 
carriers, dry cargo liners, 
and tankers) financed shall 
be transp:>rted on privately 
CMned U.S. flag conunercial 
vessels are available at 
fair and reasonable rates? 



7. FAA Sec. 621. If technical Yes. 
assistance is financed, 
will such assistance be 
furnished by private 
ente~rise on a contract 
basis to the fullest extent 
practicable? If tl1e 
facilities of other Federal 
agencies will be utilized, 
are they particularly 
suitable, not competitive 
with private enterprise, 
and made available \t'i thout 
undue interference witl1 
domestic pr09'rams? 

8. International Air Yes. 
Transport. ltair 
Competitive Practices Act, 
1974. If air 
transportation of persons 
or property is financL"CJ. on 
grant basis, will u.s. 
carriers be used to the 
extent such service is 
available? 

9. FY 1982 Appropriation Act 
Sec. 504. If tl1e u.s. 

Yes. 

Government is a party to a 
contract for procurement, 
does the contract contain a 
provision authorizing 
tennination of such 
contract for the 
convenience of the United 
States? 

B. Calstruction 

1. 10M Sec. 601{d). If N/A 
capital (e.g., 
construction) project, will 
u.S. engineering and 
professional services to be 
used? 



2. FAA Sec. 61l(c). If Yes. 
contract for construction 
are to be financed, will 
they be let on a 
competitive basis to 
maximum extent practicable? 

3. :b"'AA sec. 620(k). If for l~/A 
construction of productive 
enterprise, will aggregate 
value of assistance to be 
furnished by the U.S. not 
exc ~ $100 million (except 
for. :oductive enterprises 
in Egypt that \Jere 
described in the CP)? 

c. other Restrictions 

1. FAA sec. l22(b). If 
development loan, is 
interest rate at least 2% 
per annum during grace 
period and at least 3% per 
ann~~ thereafter? 

Yes. 

2. FAA Sec. 30l(d). If fund 
is established solely by 
U.S. contributions and 
administered by an 
international organization, 
does Comptroller General 
have audit rights? 

N/A 

3. :b"'M Sec. 620(h). IX> 
arrangements exist to 
insure that United States 
foreign aid is not used in 
a marmer which, contrary to 
the best interests of the 
tJnited St.ates, prOIOC>tes or 
assists the foreign a:'d 
projects or activities of 
the COImnunist-bloc 

Yes. 

countries? 

4. liill arrangements preclude 
use of financing· 



a. FAA Sec. 104(f)[ FY Yes. 
1982 Appropriation Act. 
Sec. 525· (l) To pay for 
perfonnance of a1x>rticns as 
a methcxl of family Planning 
OI' to luotivate or coerce 
persons to practice 
abortions[ (2) to pay for 
perfol.Jnance of involuntary 
sterilization as method of 
family planning, or to 
coerce or provide financial 
incentive to any person 
(3) to pay for any
 
biomedical research \oJhich
 
relates, in whole or part,
 
to mechods or the
 
performance of abortions or
 
involunatry sterilizations
 
as a means of family
 
planning[ (4) to lobby for
 
abortions?
 

b. FAA Sec. 620(g). To Yes.
 
COIi'IpeI1sate a.mers for
 
exprQi)riated nationalized
 
property?
 

c. FAA Sec. 660. To Yes.
 
provide training or advice
 
or provide any financial
 
s\1H?Ort for police,
 
prisons, or other law
 
enfrcement forces, except
 
for narcotics programs?
 

d. FAil. Sec. 662. For CIA Yes.
 
activities?
 

e. FAA Sec. 636( i). For Yes.
 
purchase, sale, long-term
 
lease, excha.'1ge or guaranty
 
of the sale of IlOtor
 
vehicles manufactures
 
outside U.S., unless a
 
waiver is obtained?
 



f. FY 1982 ~proPriatiQ1 
Act, Sec. 50~ 'Ib pay 
pensions, annuities, 
retirement pay, or adjusted 
service compensation for 
military personnel? 

g. FY 1982 Appropriation 
Act, Sec. 505. 'ill pay U.S. 
assessments, arrearages or 
dues? 

h. FY 1982&)propriation 
Act, Sec. 5 • '.co carry 
out provisions of l"M 
section 209(d) (Transfer of 
FAA funds to multilateral 
organizatios for lending)? 

i. FY 1982 Appropriaton
 
Act, Sec. 510. '.co finance
 
the export of nuclear
 
equipment, fuel, or
 
technology or to train
 
foreign nationals in
 
nuclear fields?
 

j. FY 1982 ~ropriation 
Act, Sec. 51. \Yiil 
assistance be provided for 
the purpose of aiding the 
efforts of the government 
of such country to repress 
the lecJitirnate rights of
 
the population of such
 
COlU1try contrary to the
 
Universal Declaration of
 
lfuman Rights?
 

k. FY 1982 ~ropriation 
Act, Sec. 51. rill be used 
for publicity or propaganda 
purposes wi thin U. s. not 
authorized by Congress? 

Yes. 

Yes. 

Yes. 

Yes. 

No. 

No. 



Project I.ocatiCXl: Panama, R. P. 

Project Ti tle: Small Business D(~velcpment 

FUrxling: All YEXirs: $9,000,000 
First Year (FY 84): $1,500,000 lDan 

$ 500,000 Grant 

Life of Project: Five YEXlrs : $6,000,000 Loan 
$3,000,000 Grant 

cePrepara:1 by: lso Carbcnel1, Jr., ODR 

Backgroond: 

Section 216.2 (c) (2) of 22 CFR Part 216, Environmental Proca:1ures, describes 
the classes of action which are eligible for categorical exclusion anCl for 
which an Initial Environmental Examination is not generally required. 'I'he 
activities of the subject project are applicable to the following cate:Jorical 
exclusions: 

1) 216.2 (c) (i)	 Education, technical assistance urn 
training prCX3'rams. 

2) 216.2 (e) (iii)	 Analysis, studi.es, \-K>rkshcps and 
meetings. 

3) 216.2 (e) (v)	 J:X)cument information an:1. transfer. 

4) 216.2 (e) (x)	 Support for intenaErliate crErli. t 
institutiu1s. 

5) 216.2 (e) (xiv)	 Projects to develcp the capability of 
recipient countries in develcpment 
planniIl3. 

Ehviramtenta1 Action Recamnerrled: 

Based on the eate:Jorical exe1usicns discussed above, the Hission recatlilleu:Is 
that the Small Business Davelcpment Project be gi.ven a NEgative lJetennination 
requirin:J no further environmental review. - 

5133P
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JliniJu,u, cIe g>ku:/coc«;n? [j'oliwxz Ilwni;mica 

!!A~ack ~/Ai:J~UJ 

ACTION 

TO £hG 
DUE ill. Df1f 
TAK~ 

SenolL 
Rob.in G6mez t 

V.ilLeetolL de la Agene.ia 
palla el VehalLlLollo IntelLnae.ional 
Eo S. V. 

Ehtimado henolL G6mez: 

72 de jul.io de 1984 
Nota No. OZl-VM 

OFF 

DIR 

DEP 

ODP 

ODR 

CONT 

EXO 

RLA 

RCO 

AGR 

ERG 

ENG 

RHUDO 

C&R 

L 

ACT 

/

Iii 

I 
I 
I 

INF 

e..-

V, 
1/ 

I 

Como eh de hu eonoeimiento, el GobielLno ~aeional Ie ha dado 
plLiolLidad a toda~ fa~ medidah que de alguna man ella u otlLa, 
tiendan a lLedueilL lOh niveleh de dehemplto y hubempleo, al 
.igual que aumentalL la plLoduetividad e .inglLehoh de nuehtlLoh 
tlLabajadolLe6. Eh eon glLan hatihoacci6n, que equipoh t~eni
Cab de nuehtlLa~ diveILha6 inhtitucioneh han tlLabajado eonjun
;tamente eon el pelLhoHo.l pILooe6ional de la. ATV pOll mtfh de un 
ana en la e£.abolLaci6n del "PlLoyecto de Fcme.nt.o a l.a Peque.na 
EmpJi. eh a" . 

Como uh~ed habet ehte PlLoyeeto apoya la ~otlLateg.ia del Go 
b.ielLno Nacional en la geneILaci6n de empl~oh y contemplaloh 
.inhtlLumento~ n~cehalLioh palla lLe601veIL a!gunoh de lOh plLoble
mah plL.ineipaleb que co nolLo ntan la6 peq ueMi.ah emplLe.h ah en Ia 
obtenci6n de r.lLiditoh comelLc.ialeh y 9~lti6n emplLehalL.ial. El 
60ndo de galLantlah le dalL~ acce60 al hlhtema bancalL.io a Lah 
emplLfhah que no pueden lLehpaldalL hu holl~ltud clLed.it.icla r ~ 
galLantlah plLoplah; el 60ndo de plLlhtamoh Ie dalLd l.iquidez al 
h.ihtema de coope.ti..atlvah palLa que elloh pl!eclan hac e'L plL~h:t.a 
mOh a pequenah emplLehah y eL hihtema de ahihtenc.ia admin.ih : 
tlLat.iva 6ac.il.italL~ La ge6ti6n d~ Lah pe~ue.ffah emplLehah ante 
lah .inhtitucioneh 6inane.ielL~. 

Vehpu~h de habelL ten.ido Ia opolLtunldad de ana.l.izalL el PlLoye.c
t.o lj huh tlLeh eomponenteh b~hicOh, de6ewnoh .hol.ic.it.alL a la 
Agencia palLa el Ve6aILILoli0 Inte.lLnacional el 6ina.ne.iam.iento de 
ehte P40yeeto POlL un total de Sf. 9,500.000 d.iht.lLibuido de la 
6.iguiente man ella: 

....
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No.ta No. 021=VM 
12 de JuLio de 19 84 - 2 

fondo de Pn~4tamo: un pA~~.tamo de B/.6#000 000 paha 
6inancian el 6ondo de pA~~tamo4 y una donaci6n de 
B/.300,000 pana cubAiA el d~6icit opeAacional dUAan
te lo~ dOh pAimeho~ anOh. 

Fonda de Ganant~a~: una donaci6n de B/.7,500,000 pa
Aa e¢iablecen el londo de gaAantla6. 

Componente de A¢ihtencla Admlnlhtnatlva: una donac16n 
de 8/.1,700,000 pana cubA~n paitL de 104 gahto~ de ope
Aacloneh que incuAnieAa el Mlni~tenio de Comellclo e 1n
du~tnia~ dUAante el peA~odo de tnanhici6n, en donde 4e 
civur..a la ventana de cA~dlto y ~e a~u.me. et nuevo Itot de 
a~-iA.tencla t~cnica y admini~tnativa a f.a pequ.ena empne.ha. 

POA to ante~oA expue~to, de~eamoh nelteltan ~ue¢tJta ~ollci
iud, .teniendo en cue.nta de antemano el ne6paldo pObltivo que
u4.tede6 han onindado y bAindanan at Pltoyecto de Fomento a la 
Pcquena Empltf?6a. 


