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Paa_ _ACTTON MEMORANDUM FOR TE'le MTSSTON DtrECTOR USAID/SE EGAL 

B. FINANCTA-SUMRHAY 

1 of the P1' Amendment presCptts Lhe Revised Financial Plan for the 
Table 

through 1993. The folluwing table provides a 
Dakav SSE credit expansion 

JaWeav'yof planned uxp nind.L buiw - r
suriunary of the IIIIjor catego r ies 


1990 and December 31, 1093:
 

($000) 
1993 TOTAL.1990 1991 1992

EL,EME NTS 

219 224 244 35 722 
Technical. AsoistancC 

0 155 
Coimodi.ties/EquipmefnL/VehiC lC5 155 0 0 

0 452 
SupporL to lInsti.tutLion 1.41 198 113 

Operational 

0 13000 3001000Loan Fund Capitalization 

0 1000 20 80 
EvaluaLion/Audit. 

131 35 $27291.515 442
TOTAL, FOR EXPANSiON 

$11000 
Previous ProjecL Budgetu TI a 

$13729 
TO'A1 . REV SEI) 1.01,' 


c A.OC 1 1 c -11'G TEClINICAL Alit) ,'
11VIRtO1JME:tI'Al. DFS..RIPTI .

At, !, 

PP Amendment. andhas reviewed t.hisil EISAIl)/SenugalThe Pr'oject Ct,mmittI.-
iound and appropriat.eitCchn icallythat the pro.ijecL C'CililShas concluded are n1o 

Lo Cnsuru project acceptabiliLy and feasibiliLy. Therei' 
nalysc. CxisL 


Lmiari i.i ght. imp Ii :a .ions
 

ii tial , viivionment.al ExaminaLion 
Also, Lhe negaLive del urminat. ion of Lhe 

for Pus ticideon Ri ;sl/lenuf iL Analys es 
(il .,E) il tLh tP11) and thludtfurred lEE.; 

I EE Amendmeli Lby hiis arnmdunt.the PP are not. offucted
UIs e il Ainux 1.6 of . 

iL lud Aimex D of i.le Ili Amenidlile i L 

',wo for Lhis p rojc-ct, amininltin[I. s inch ill 

ONPLAN AiP. IMP1..H_ NTAT0 N.
COVENANTS IMPL:MENTATID. CONDTFIONS 

of Lhe I'P and Projuct GratiL Agremi2lflLnt, aS 
The conditLions and c avenari Ls 

rv is ud, arc nIot changed. This amndmuneit al.so does riot change Lhe 
pv iously 

will cont inue to he provided policy
thu project.irmpl.elment-ation agetici us; 

Comm itt.ec colprised of repr[Csen tatives from 
tic Nati onal ProjcctguidatcC by 

1 lan for the I)akar SSE credit
Aln ilit)lUe iintatLiC1Six Milli OtiLu.S aid LSAII). 

Thu CooperaLiveof Lhu lP AhundmeutIt.
expan'sion is fournad ln paeL:s Ili. 15 

(il,") will t extended anid 
wi Lb the I lw'tlra centijry Foundilat ion

Agurut-iielt implo nituit. t.hie Dlakar SSE 
addil ional funds incl1 udud L.o allow NT' Lo sut. ill aid 

crod it program. 

http:viivionment.al


Pa-FOR q iON i)'iRECTOR, 1J:AID/SiI':GAI.ATTiNNMO!PAN DUH 	FOR TrlE 

t*!JA!lVRsp,.?FocUREI.i, \Ni)!'! 

revie:d procuromuiIn plan for the 
Annex C of tihe P' 	 Amenud:meunt- t~t'povidc a 

No addit ional waive'; are aniticipateud under Im [ruvis ed 
Dakar expan:;ion only. 


' l l  

i i rridd, ilIt'pIr 'iaitt! rolt:sIl

' c iiidiiu"l Saheil itwi:',l
if nw w 1 vu r:' L Lruq furI Afr'ical J l|,project. However, anld l,-vclcjpi~icnt Funl d 
Deve, lopet[ll l.. l'trlq raiill 

rce ( 1 ItL, I LiILL; h i.il o;
he oll owed.] depenidI on the so uIII. 

() fif hcuhas; :v Al I ro:po"li:; i I it y for planning,
Th Ptoject. D vEilopIi.:il 

Iii AI D/W, AII/PI)/SW'AP will 
coordinalting an(Id iaaging prroject 	 act-vi .i. 

i I " wi i i li r I echnii calpi.oj cc L, ci,'iiir
provi de backoLopp ingi Iil-

off ices as ut'rqiriutd. 

Apri 1 1991 to examine Liuis :chedrIned furOne orxLn&rilieva lool 1ur 
; p,l iic imipact of Iowan,;arid ,;

s;"i .abiliLy of e:;tW abli:;oled credit 	ptucudiic. 

Ia lt i rng t he p' jncL objict iv- oftowar=d:;where available, prugr:s 

izLii Si cr 'idit. proglam, aid prugrs'; t(wartds moet ilijit.ho 
rL iLu;i. l ' i-	5.;;E 

comnpliancet-doral f in alciaIIn addit, io , t.wo non
o0jecLive of plotitabi 1 it y. 

tlis I'PP llirwndial 	 to 
for th )ak"ar SSE 	 crediit prog[ram aru buidget L iii 

audiL.; 

mid 199)2.
t.ake place dur ing 	early 1 P1 aid 

WICA'I' THOE CONGR ES SI l. .11101'S " TI'o_ 

(T) have been s;iibmitted Lo 
AlI app opriaLte T'cchnical IHot. ificat, ion; 

mfii 1ihasi aI ready bieeii lii gatud "ider' the 
and have cxlI rud. $10.6Coigres; 

to obliigaLe $1.629 million of 
ptojecL. The Mis-;ion uxui c t; 

it fndsa during FY 1989. 1n 
Ihve-lOlhIlL Proiram i 

detahliaL ti i/l eo bligaL ion Sahal 
$1 .' imillioni i DA funds 

Wi I I 1l i gat an addi Ui whal 
addiLion, the Mission 

Lc [lly bl igatl 	 the projOav.during FY 1989 

TV. AWlC1 lY TO 	 Al'Pi!)VY. AUTHOHI'ZA'IOU ANDi)PP' AM,:rIIHEqiTS. _ 


I No. 001 a; revie;ud, ~ivs you Lhe 
De'lt iog of AuthoiAfrica lhreai 

Ii I I i on i n p'oj eut."or tozb'i amon:rdimtit s 	 f up $ 30,al iona"Lnhor'i ty to aulppi'vc itljI 	 do
d 10 yearsn: whio"1 t he aiwllldic 'tIIa; (a ) 

n I 
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Adm nislL [rat or. IU 
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PI)- iiku cabli forI tLpro' tpos 
AnneX F"of the PP 

to approve tL.e P' 1itenidiiient.. Thu appv'tal cable is showin in 

Amniiklriliuh I. 



Pl5
TIlE MISSTON DIRECTOR- USAID/SENEC;ALACTION MEMORANDUM FOR 

V. RECOMMENDATIONS 

That you sign tie attached Project Authorizat.ion Amendment Two 

B) thereby approving:Amendment No. Two (At Lt.achment
(Attachment A) and tWe PP 

for a new I.OP fundingl of $13,/29,000;
addiLiona $2,129,000(1) an 

1991 loemboe" 31,
of the PACO from Sept Lumbr 30, to 

(2) 	 an extension 

1993; and
 

geographic scope of the 
(3) revised goal and purpose to expand the 

expansion 	of SSE credit activities to 
project Lu allow for thLe 


the Dakar region.
 

Approved,,,,_
 

Di sapp 'oved -- -- ..... --- ..
 

- - - -.DaLe 	 - 

DrafLed:PDO,Wllamm1ink;8/24 / J9 

PDO: ALy (Draft) 8/28/89__ateClearances: 

Date_ -" CONiT:MG ian ni 


PRM: Gilson (Dr.t-) Date 8/28/89
 
8/29/89
PH: RGrene (Draft) ,Date 


D 3
LA: Wragon 
gpzZ Dateq IgDBiR:GNelson 

Doc :4593-0
 



PROJECT AUTHORIZATION AMENDMENT AMENDMENT TWO 

Country: Senegal 

Project Title: Community and Enterprise Development 

Project Number: 685--0260 

1. Pursuant to Section 121 of the Foreign Assistance Act of 1961, as amended, 

and 	 the Foreign Operations, Export, Financing and Related Programs 

100-461), the Comnunity and EnterpriseAppropriations Act, 1989 (Public Law 
amended on AprilDevelopment project was authorized on September 6, 1983 and 

13, 1989.
 

is further amended as follows:ThaL Project Authorization, as amended, 

a. 	 To amend the planned obligation amount, the period of obligations and 
as follows:the life of project, Section 1. is revised to read 

to Section 121 of the Foreign Assistance Act of 1961, as
"I. Pursuant 

amended, and the Foreign Operations, Export, Financing and ielated Programs 

Appropriations Act, 1989, (Public Low 100-461), 1 hereby authorize the 

Conlmunity and Enterpri se Devulopment Project, for Senegal, involving planned 
yearobligations of not to exceed $13,129,000 in grant funds over a seven 

period from date of authorization, subject to the availability of funds in 
foreignaccordance with the AID OYI/allotment process to help in financing 

costs for the project. The planned life of the
exchange and local currency 

from the date of initial obligation."project is ten years 

tG read as
b. To amend the project description, Section 	 2. is revised 

fo I.lows: 

"2. The project purpose is to enable village organizations and 
to manage and sustainsmall-scale enterprises in selected regions in Senegal 

assistance to (1) villagetheir own development. The project consists of 

organizations through Private Voluntary Organizations to carry out productive 
(2)themselves and the regions, anddevelopment activities which benefit 

a credit fund to increase profitability ;nd
small-scale enterprises through 
sustain their own growth." 

remains in force except as2. The authorization, as amended, cited above, 

amended hereby. 

3~te0 AM~J 1989 	 (-t
_ 

. . . ... .Sa ,i.Ltlef'oldane 

His on l)irector, 
lISATl)/Senegal 

Dr'afLed : PDO,Wllamnink ;8/24/89
 

Clearances: (As shown on Action Memorandum)
 

)oc 45940
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Community and Enferpri.s Drve loplmn _PI IAndment...o.Two 

ABBREVIATIONS
 

'BC ABC Consult.ants, In.
 

AI.D. Agency for llite.ria.i onal. DuvelopmunL
 

CED Communi t.y and Enterprise Dove lopmunLt
 

COP Chief of Part.y
 

EOPS End-of- ProjccL Status
 

GES L,es GroupemunLs Economiques Senegalairus 

GTE GroupemenL d'nLeret; Econolique 

GOS Government, of Senegal 

FOP Li fe of- Proj .ct 

MS] Managlement. SysLems InLernat iona1, Inc. 

Hi Management. lhi i t 

NTF Now Traltnsc -nt tury FoundaLion 

PACI) Proje-ct, Assist ance Completion Date 

PIO/'T Project. ImplejintaLion Order fur Technical Services 

pp Project. Paper 

PVO 	 PrivaLe VolunLary OrganizaLiun 

REDSO RIegionai Economic [)evelopmenL SuppotL Office, Ahidjan, CoLe d'Ivoire 

SSE Small-scale Enterp rise 

TA Technical Assistance 

U.S. 	 United St~aLse; 

UnhitLd SLaLe' Agency for InLernaLional developmnLIJSAID 

VO Village Organ i zaL ion 



PP Amendmen t-N..Two . ...___eriLt'sDevelopment,Conunity anld En 	 P 

I. EXECUTIVE SUMMARY
 

Senegal hari requu:ted assisLance from all donors for 
The Government of 

on
their "Program of Acti on for Employment, eneraLion with Special Emphasis 


been designud t. pr-ovidLe t;horL Li'rt
 
Youth." Thi.s acLi.on prurgrai llhs 

ltuCtural.to ni.LigaLe Llie umploymenL tufIucL of t.hu 
enmploymenlt opporLun i Lius 	 ouppoL'task.d all donors Lo

in Senegal. The goJernmenL has
adjustmenL plrOg-aIll 

pubiic works umployment, and 
new employifent projects, especi.ally involving 

or expand CLIrent projects to
lSAIIl, to accelteraLemore iinpotLan tly for 

increase eiiiploymeo[. • 

is an economically important
Several recert s'-uveys have shown LhaL Lhe'e 

in the I)akar 'egiUn which includes miCt'o and 
dynamic inforinal. secLor aaccess to credit isand 	

Also, surveys have shownllthaL
small-scale ent-erprisec. 

The sniall.-scal.ethese enLe-p'isLs.major consLt'aint Lo growth facing 
ComiuniLy and EtnLerpt'ise Development 

enter'prise (SSE) ierldiil cowmponenL of the 
,'aLA k arid Kiolack, has developed a

ini the regions of(CED) projeCL, based 
o SSEs. The projectfor pr'ovidirig crudi L 

model, met.hodolory and procedurUs 
and car'is an inLerest rate of 24%. The SSE 

enjoys a 95% lcuinibutrs :iI;L rate 

mak i ng an i i~po L, at L , a 1Lhough s t i 1. 1 imiLed, econaii c impact in the 
cred i L is 

180 jobs in two years of 
two regions, includiig Lie creaLion of over 

be replicated in the 
te Kaolack SSE credit model can 

operaLion. In addi Li on, 
c redit to the [)akat"to provide needed

Dakar 'egion with fuw modif icat ions 

inforiial secior. 

the Dakar SSE credit insLitution 
financial projections show thatDetailed 

by thie end of 1993 if Lhe default rate is kept below six 
could be proFitablu 

anid 45 percenL annually,
loai port. folioin tICreases butwoen 25 

percenLt anid thc 
This date will move up 

raLus based on the experience in Kaolack.
reasonabl.e 

at a lihkir raLe, which is very
iif Lihe loan pur.folio increasusconsiderably 

)OS'i.ible il the Dakar a'ca. 

provides additional funds and 
his P'ojecL Paper (PP) AmendmenL No. 	 Two 

SSE credit activities in Dakar. 
under the projecL to istiLutionalize 

Dale (PACD) for 27time 	
ite Project Assistance CompeLion

This almlendmlient ex.ends 
arid increases theLo December 31, 1993,

months, from Septelber 30, 1991 
the total approved level,

(1-o.P) fLundiig by $2,729,000 bringinglife-of-project PP Amendment 
under ithep.'ojucL Lo $13,129,000. In addition, this 

of funditig 
to expand the goographic scope 

revises the goal and pu-pose. of the project 	 In 

Iikewise, additionalthe Dakar region.Credit progran inorder to establish a 
are included.Dakar expansion ortly

project oultpuls arid inputs for the 

II. PROJECT BACKGROUND AND STATUS 

A. PROJECT BACKGROIJND 

$9,000,000 Community
and lth Auithorizat ion for the 	 and 

The Project. Paper 
approved by hiLe USAIl)/Seneg a l Miusion 

Enterpirise )evelopmiunl LpLojucL were 
The Project Grant Agren.einuill was subsequent ly 

)irucLor on Sep teiber 6, 1.983. 
goal 11s to encourageThu original projeetL

approved on Jauntary 4, 1984. 
i n Lhe Kaolack and FaLickof rutral production

decontrol and coimurcial izaLion 
village organizationspllrpose is "to enable 	 and 

regions. The projuct 
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to manage and
small-scale enict.-prises in l.c regions of Kaolack and FatLick 

ulrther d ist ingui ishes two sub-purposes
sustain their own develI opment.." 	 The I'P 

the component-s:related to project 

(VOs) assis ud by 	 PrivaLe Voluntary
- Vi. 11age organizations 

(PrOc ) a .u capable of cUrry ili out .(!veVLlt;1n1 1 p t'oj c .LU which 
Organizations 

bernefi.L Lhemselvus atid l110 VUeLiUll; anld
 

uKl aind 
• 	 Sinai Il--salu unt.trprisua i l ud by projuct. ar'j "anghIl 

SSEs in tile 
strs1taininl .1wir owil growth; assistance hr ing provided to other 


a h,;utigaIt j
i Lion.ruegiOn; y 

to U.S. arnd local 	 PVOu Lo 
The projuct has Lwo components: 	 (1) sub- granLs 

Li provision of Lraining, technical 
assi.sL vi 1lagu o.giaizaLions;, Lhrough 


plan and implumunL financaliIl y viable productive

advice, ald crud iL, l.o 

L.ri t busino j
and (2) a l oar, fund p roviding crudil Lo SSEs using

acL.ivi.Liu;; 
rate. The PIVO sib-gLanLts

cri tuna arid Lh li gh:u.;L lugal. allowabIl e iitru-;L 


managed by a Management JrniL (MU) situated
 
SSE credi.L activities are 

the Small lusi ness Lending
and thu 

two operational units:in Kaolack. The 1-11lhas 
Tle MU also includes a Chief-of-Party

Program and the PVO As;i.stance Program. 


(COP) and a separaLe accounts section.
 

Agreement Lo the New Transcentury Foundation 
A. 1. 1). i.:;sued a Cooperative 

and to implement the up the Managcmunt IJniL
(NIr) on Augu;L 2, 19f5, to slt 

a coti. racL with Management Systems liiternaLional (1SI) to 
projoct. NT" has 


tEr'i technical assiLance 
 (TA).
provide certain long and short-

approved PI' AmnndmenL Number One 	 on April 13,
IJSAi)/Senega subsequent.ly 

for fiften months from June 30, 1990 
1989, whitcl exlturildd tIhe original PACI) 

the life of- project funding by $2,000,000 to 
30, 1991 , increastdto September 

to extend the 
a LoLal. of $1.1,000,600, ard revised the project goal and purpose 

regions to neighboring 
scope beyond the original Kaolack and Fatick

geographic. 
expand the Kaolack--basedcomponent in order to

regions for the SSE crcdit 
to a point of profitability.

enterpr'ise credit opportunitiessmall-scale 

13. PROJECT STATUS 

One dated April 13, 1989 provides detailed
PP Amendment NumbUr 

4-6) which remain 
onl the sLatus of project activities (pages

information 
Laen place in tile SSE component 	 since 

valid. However, important changes have 
wore de'signed andand accuttinig syoLrms

Apri.l. 1989. Revised control 
Apri l and May 1989. Necessary changes 

inst i.Luted in Lhe SSE component during 
of head off ice and field office staff have 

in (Lties arid Lt spOi5Sibi IiLies 

matiaj rtUliLdiL tieof coii:ponueiL. A IW component Director with 
St.rengLhened the 

OctLober 1, 1989. lie 
extensive crudiL mairaguiturlL experienceu will arrive on 

managud as a business and as a financial 
will refocus tho SSE component to be 

and costmanagementL yLeu, accountabi Ii ty
insLiLuLion1. Te 	chalLgei n 

to a profiLable, 	 iindUpendent . 
Cor1:c i ousnss; are necesLsary sleps leading 

tile SSE crediLt c orapoil enl sLarL ed providing new 
in t i Lu I.i nnt . Also,financial 

due tonew loans in March 1989 
loans in July 1989 followinrg suspension of 

and 
inad(equate control aid ccolrL-ing. Dspite the susperision of new loans 

Lhe over 200the reim1bIursemJUenL rle Of
large Lun']ov(er in 	 f itel . agen Ls, 

cun Li ntres Lo be a rtemiarkabIe 95%.outs Landing loans 

http:subsequent.ly
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Notwithstanding the recent problems of accounting and internal control,
 

the CED SSE credit delivery model continues to demonstrate a viable approach
 

to SSE credit in Senegal. Recent major changes in accounting, internal 

control and management wi.llI significantly strengthen the system and the 

lessons ].earned from p)L'evious mistakes will strengthen any replication of the 

model. The project's basic credit strategies --- i.e. charging the highest 
more


legal interest rate possible, disciplined enforcement of credit terms, 

"risky" collateral arr.ingements than banks, field credit advisors close to 

their cl.unL-s, kappoLVUl bIasUd on 	proftiLbiIlLy of prposu;Is InsLad of level 

Of guarantees, and the mini ma list approach supplying crud i t only rather than
 

The CE) credit act.vities
.,.chnical assistance and LL'aining ---have worked. 

conform to tle performince standard go idelines recoiimmunded by AII)/W foL SSE 

credit progL'ams. Most importantly, tue basic metLhodo logius and procedu,3s can 

be adopted and expanded to othor rugions In SunugIl. 

III. JUSTIFICATION FOR PROJECT EXPANSION
 

A. GOS PROGRAM O' ACTION FOR YOUTH EHPLOYMENT
 

has launched a "Program of Action forThe Government of Senegal (GOS) 

EmploymenL Generation with Special Emphasis on Youth." This action program is 

designed to provide short-term employment opportunities to mitigate the 
The

employment effects of Lhe structural adjustment program in Senegal. 

there about 200,000 newOffice estimates that are now 
have no skills and have not 

International L.abor 
entants to the labor m11alrket yearly. The majority 


primary school. Also, the GOS has Lstimated that the number of

completed 

persons affected by stLuctural adjustment and requiring assistance in
 

for 1987-90, including
obtaining employmenLt would approximate 	 1.3,000 

and returninlg graduates. According to
 

graduates, terminated public employees 
urban growth rate is

the GOS report on the program of 	 action, the overall 


Dakar. Twenty-two percent of Senegal's
estimated to be 3.8% and 4.7% in 
70% of industrial fins are 

population are now living in the )akar area where 


opportunities and unemployment
located. Therefore, lack of employment 
growing problem in urban areas, especially in the Dakar 

presents an urgent and 
rVgion.
 

The GOS has accorded this program of action a high priority. 
They have
 

to specific

asked all donors, including USAID, to pledge financial support 


Also, the GOS
 
employment generation projects within their program of action. 


to examine their current portfolios of projects to
 has requested all donors 

expand their employment

determine if additional resources could create or 

impact. V - lJOS strategy emphasizes the informal sector as a means of 

rural and urban areas.increasing employient in both the 

has closely reviewed on-going projects that could beTSAID/Senegal 
developed a methodology

expanded to increase employment. The CED project has 
SSEs. It has maintained an excellent

and procedures for providing credit to 

loan recovery rate while carrying an interest rate of 24%. The CED project is 

limited, economic impact in the Kasiack
making an important, alt.hough still 

180 jobs in two years of 
and Fatick regions, including the creation of over 

1.1.7 jobs, both permanent
operation. The SSE credit component has generated 

and temporary, for every CFA 1,000,000 ($3000) loaned out. 
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B3. D)YNAMIC 1N!*O1MA], SECTOR 

Two recent survey:; ihave provided a comprehensive body of lnfo-Inatlon on 

has been 
Dakar infor'mal ,sectuo hasinesses. The most detailed of these 	 studies 


is an in-depth

recently conuhcted for USAII) by Charbel Zaroiir, Hay 1989, and 

Anl he L' it; a UtUdy of 100 
investigation oJf 5'5U iti-ormal aLisana , bus;uc; c';. 

46 art. isais and 12 eservice1.husi neso' (42 coimiu';ant.,informal smnall 
CED) opt ions stiudy inby ABC consultants for theenterprises) conducted 


both of Lhesu surveys taL'get bu ;iuss owners with fixed
 
February 1988. 

people workiln floM homlle, and others, are not 
prelt.;e', Lhereforc podd arc , 


included.
 

The informal sector in Dakar is extru-mcly large and dynamic. A census of 

by Charbel ZUrour in 26 neiyliborhoods of Dakar in 
microenter'prises conductLud 


atoi 29, 616 busi nucssus involved in maniuacti ring,
November 1988Uinmii, 

so rvi0-C-'-, coiauiirce and transporL in 815 di feorunt types of
 

construction, 
hus ii:s'e empltoyed over 57,300 individimls. Thu 4 ,500

activiLty. These 

in th product ion sctter employed over 20,500 persons.


microenterprises 
Chamber of Conmerce)Chafibre de HutLirs (Arti san

,'urt~her, tle Presidelt of the 
the Dakar region.85,000 artiusans alone inesLimat.e s that 1.there aF'e 

and small Ibsiness oppotunities revolve around 
Whereas in Kaolack Fatick 

to ti,.' wcal. popultation or to the
of gouds and servicesthe provision 


the variety of opportunities is highly

agricultural socrt, in Dkar 

by the itUs trial sector, the 
ent i al lLarket.s are provideddiversified. PotU 

agricILturaltLe adm1inisLtratllion, the
international collulli ty , tLiiri sts, 

of a lar'gte ti rl'albn population. Fov
Lo mulLt iOn t he needsSeCtor, thLe porL, tot 

i L which satisfy ii ost of the people's14 purma en t marketse. mple, )akar has 
OWneLs, lack of 

daily needs. IJIWrig filulid iotLerviews wiLt, small hUSinIe25S 


many of tHie younger"more

cited as a constraint, andclients was never 

,1-, eU had plans for .xpandi ng theirLoxist.ing clientele. 
organized business-uap 

Far from being fragmented or' overly competitive, small businesses in the 

mutually supp)Ortive.Lo be well organized andinformal secLor 	 appear 
and

spliit into two broad goups.: tradet'. (cOIier ,:anIs )
Businesses can be 

based in Sandaga market, a Fe
artisans. The cailmer';ant S, primar1ly 

ISlIam ic brat lUhIlud. Thu most important
predominantly f 	 om th,.u HuI'ide 

cal1led the 1Bu'eau Federal.e de Touba 
associat ion of cululhr;ali ts ; a syndicate 

M Mibc's do ing businessci ttLepre ei al, with
Sandaga. This rgtuuI i s 't . i Iii y 

over Lhie woid, 	 ye-t is highly tradit ional. Attisans Lund to be less 
all 

wealthy and l.:s well crganized. The uiut'r'a o-ganizat i on LhaL unites 

as the GE'S (lt2S GrpOl-iiiMLts Economiques
informal sector 	busine;seS is known 


TL has 10,000 mumblrs belonging to eiglt, federations that.
 
Senegal aises) . 

enttirU range of c ooouercial, artkisanal and service 
bring It 'LLet an 

of The Bul'eau Federale de a federati on womun.activiLLes, and it inctides 	 and itst- iib us ace also membersTouba Sandaga is an affiliat e organizatio1 

The GhES TIruvidUs a stL'UcLIL'U within whicih
the Fedk!raLion of Commt-rivanLs.of 

advice, counsel and assistance from 
access to legalsmaller members caln have 

the Liidancy within Senegalese 
more powurful mi,bues. Indued, because oft 

organize into groups, infurtmiaI sect or bI. sillU.S owiie rs Lend to fo rim 
society to 

sirtct.uru.part of a hierarchy in a loose overall 
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The follo'wing sunmmarizes the cesuILtS of~ the LWO~ surveys4 

1, c an'd EdUcaLion: 4 Mos~t inlformal sector buiflneSpoople haveLit e 

could -read and writeliimitd educaIlgOn. III ZaL~r~~udv,, 35'L of cespondants 

. 1,-..4 ondants could~ reoad and write, in 0edbOCation at~all, nAC 5,y re 

vntt, Aaic. 5kWr iteroLate; 78%- haud4 ~French,5% could~read'rj wri n n 

Acout-n: ,, h o,ja IL4 SSEs keep, books .In ZVLV 

SLUdy only 
4i 

3% of Les JIl i du,.Joped account ing syst~ni 27%o 
i an invoi'ce bo4 ok. inLhe4 ABC study 61i% respondants kept an vd . '-10*, 
,p somea~f.0i books, pi~dominantly for~~~~rnof4of the business Own4l; 

4 
regis~ein4e 4f4a i4 j S444444444444g444U~h4S 

4$4'4 

44444444444444 
is -liited involvement with the~g 

- Relationshi~p~witb Banlks: There 

banking 4system.4 In Zaiouv s study, 29% of the repond'ants 11had savings <~4-4$4formal bt ons, hrabank accounts. InAC's study 43%, of the saimp le .had 

~I44~4J.<53% of >conundrcants. int~erviewed haid bank accounts, only.37% of Artisans hadte " 
'4~~.4..or . 

~y~~~ he use of bankc services in Dakarv is Undoubtedly MDre import ant44than 1.nj44 4ae 
4Kaclack beeaso ~ availability of such services, 4 

taxs.In444444sudy334o
Status: Fe SS4 pa 

Virtually no444444
44444444Tax 

interviewees paid a modnthly municipalibusiness tax (PatenL'e). 


oIne payed other taxes such as the Service Tax (TPS) , income Lax ,(GI R) -'

(IRE), 'or social 'sect44444it4
corporate Lax(BI), stmp duy Inurnc 

- Role of the Family: ~'The Kaolack SSE credit program 'has noted, vr 

4and4 fa iily and evidence of a similar situation 44444444444
 

44A4444 4 4close 
 l ink between business 
44 4 4 

In Zarour's study!70% of the business owners 44respondinlg~ 444$44exists in Dakar. 

4'-4~'

efmlyad 8 employed relatves 4.4.. 
44iidempoye memer of4< thi, 

78%oes r Lensaa i. family 4444444~~~~mh,5t'i4 and' 4,A4.4 ,4eWg~ices: faMily, 
4 e of employeesan

std,,h
-&rg' Zarour4
r4- appenics,,Io444mabr 

aid<ppe~c5 y aprentices.OeLloee 

.444 employees.444444 4

71%- Las-.,~ Iavied f ami 1 help,4 non'salrieEmpokes 


ao suythe nnuaumrovr ethlodws4444444~4average bher ofm
PK 4 1700be000or a ABrfl~Cs.s~din (or artisan wa CFA44444th annual ofraeturove . 
44444444444 

4bs de60044< 0te.-.- Hwvr 

w a 35 to44ea s D d 
of bus nes 4%4444444444 

ofebuissas4P2444the avevagestudy ageue
544aprye4ar444 mrethnnLn4eas.IABC'ndes 29%fo 

4 no-alredU1 olfd.i12 hap st~aprednwithinUl4--44empOy~eoses su%rveedas 4 
44as 

,444 4 44 ~ 4444444 4 444~ 
y e a .444r s 


~444444444444444444444444
44 4 44 44:.4444~~ ~ 

4 4 4 4 4 4 444444444 444~4 
4 ~V44 4~~~4444~ 
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in Dakar display many of 
In sunmlary, micro and small.l-scale enterprises 

no developed
natiok:those in lKaolack andthe same characte'iiLi,.s as 
Lelat ively low levels of eduction and close links between 

accounting sysLeom, use of banknce is that the 
and family. llo.,ever, an imparLant difofer

business al.tiough still only
is more imiportant in Dakar,

services for savings; accounts 
biank accounlts.

29-15% of the surv(yt!d f it'mt:; in Dakar lhave 

C. 	 DEMAND FOR CREDIT 

isbusinesses in Dakarinformal sector
'The unmel demwand for credit among 

of funds" as therespondants cited "hack 
high. In Zarour'i telrpot, 40% of the 

a

facing their busines';. 86% declared a wish to obtain 

most serious problem 
help f rom Lhe government.to obtain some financialloan and 7/% want.edbank 	

plans for investing during the forthcoming
Also, 55% of respondants declared 

the entrepreneurs interviewed wanted 
months. In the AB(, study, a full 98% of 

mainly Lhrough the purchase of more machinery,
to improve their businesses, - e s 	 as!F gave lack of financeall of the enterpri
raw materials or stock. Almost 

expand or improve thuir enterprises. 
a major reason why Lhey could not 

banks and otlher fO-rmal credit institutions in Dakar are not well 
In
informal sector.The 

have little interest in lending to the 
adc,r ed to and 

of 533 had used bank credit as a 
business ownerZarooLr's study only one 	 out 

arid only one businessup his business,of fiimance for startingprimary sourc 
Soure for subsequient investiment. Although 86% of 

owner used it as a pr'imar'y 
a bank loan only 11% hadwished to obtain

business owners said that they 	
people).

of which two percent had succeeded (10
to obtain one,actually tried 	 to 

five percent of the ruspondenLs (five- people) liad managed 
in the ALC study, 
obtain bank loans. 

found that tihe informalstudy and ABC surveyboth th ZarourLikewise, source of financing.leaos as a pL'imar'y
sector businesses rarely used mioney 

used money lendes as a
of respondantsfour out 533In Zar'our's study, only 

start up their businesses, while only six 
of financirg toprimary source 

lenders as primary financing of subsequent investments. 
people used money lender

of the sample, lhad borr'oWed from a money 
Only one person, one percent 

in ABC's study. 

tl'e major source of informnal business financing
Zarour's study found that 

80% of respondentsretained profits.
is from ptsonal or fa ilysavings or 

business. 
as the t'ilmar'y sour-Ce of financiilg to stavrt up their 

used savings of subsequentas the primary source 
90% used savings or r-etained profits 

bisi ness. In addition, I1/% of interviewers started their 
in theinvestments 

as their primary source of finance, and 56% as 
businesses usiieg the family 

their secondaty source. 

of financinghas been an important source 
in addition, su,'-pliercredit 

that 43% of respondents bought
The ABC study foundinformal se.,toL'.for the 62% boughtOf Lhe coiiuilercants interviewed,

credit from suppliers.goods on were sixty
30% for artisans. Normal Lerms of credit 

goods on credit, and 
were more expensive - at an 

In 23% of cases Lhe goods bought on credit 
days. 


the same itMems bourglt for cash. 
30% more expensive- thanaverage of 

served as intermediaries,
Until recently larger Senegalcse businesses 

two evet.is have 
on crediL to ;muller ones. Recently, however,

passing 

disrupted this situation:
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(1) A Liquidity Crisis at the Bank
 

Ten banks are operational in Dakar at present although liquidity is 

tight. Available credi.t is being passed on to (safe) large modern 

to locally owned businesses have been increasinglyenterprises, and facilities 
restricted. The informal sector does not represent the type of clientele the 

)I llc(ou41-C) Ioo 1 I I ii ' 'V 

(2) T'he Muuritaian problem and Supplier credit 

)uring April 19119 Mauri.tanian. owinud simall grocery soLo'ua wuru taiisackud 

Hany of th ILoms taken bad bon sulpplied onand looted thrI'oUghOut. Snleg[al. 

credit by large manufacturers who suffered substantial losses. These
 

on credit, The
companies are now no longer able nor willing to supply goods 

situatio- has been furt.her aggravated because, following the deparLure of the 
have started opening retailMauritanians, wholesaler' in the grocery bitsine's 


eliminated their potential for
outlets. This has tied up their capital arid 


offering credit to other retailers.
 

P similarinterviews with business owners in other sectors indicate 


tightening of supplier credit. For example, in the construction business,
 

sup)pliers will oly provide credit to well- established customers against
 

contracts and then at a premiunm. 

A study carried out by the former Director of the Kaolack SSE credit
 
foundcomponent to provide strategy recoiunendations for the Dakar expansion 


that despite the recent credit squeeze, purchasing power of the population as
 
sector small
a whole has been maintained and the outlook for informal 


businesses seems reasonable. There appea, to be opportLnities for small
 

businesses and entrepreneutrs with adequate experience to exploit them, but
 
credit. A well
businesspeol)1e have limited financial means and rio access to 

managed credit operation is needed. 

high potential for tile CEDIn surnary, the growing Dakar region offers 
micro and sma ll-scale enterprises,SSE credit model: high concentration of 

dynamic informal sector, important demand for credit that is not being met, 

important employment implications, proximity foL management purposes, and a 

positive political impact of a program that works. Also, only small 

modifications wil.l be needed in the methodology, procedures arnd systems 

a Dakar SSE credit program.
developed in Kaolack to set up 

D. PlOF TABL1.TTY
 

A Dakar SSE credit program could become profitable within three years if 

rate is kept below six percent and the luan portfolio increases atdefault 
in Kaolack. Income statementsbased tle experiencereasonable rates On 

through 1994 with detailed monthly financial and loan'portfolio projections 

have been prepared using the financial model developed inder the CED Kaolack 
following assumptions werecredit program. These are shown in Annex B. The 

made: 
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up and trained between March 1990 and 
- Four field agents hired, set 

set up and trainedfield agents employed,Four, additionalAugust 1990. 


between June 1990 and November 1990. Two additional field agents starting in 

July 1993.
 

CFA 85 million
Loan portfolio reaches 
- New loans start in July 1990. 
loan 

288 million by December 1991. Growth rate in 
by December 1990 and C['A 


1993 and 45% ill 1994 with the 
34% in 1992, 25% in


portfolio estimated at 
million in 1990, 

opening of new offices. Average loan size starts at CFA 1.2 

increasing to CFA 1.7 million by 1993. 

Average loan
 
Default rate of six percent. Interest rate of 24%. 

-
of 96%.rate on scheduled amortization

of 9 months. Paybacklength 

Cost of alny expatriate assistance not
 
- Cost of capital is free. 

included.
 

CFA 300.- Exchange rate is $1 equal to 

the credit institution could be 
financial projections show that 

theThe 
This date will move up considerably if of 1993.profitable by the end 

very possible in the Dakat
 
loan portfolio increases at a higher cate, which is 

the inLerest rateindicate that 
area. Sensitivity analyses using this model 

major determinants of the break-even point. 
and the default rate are 

REVISED PROJECT DESCRIPTION
IV. 


A. REVISED) OAL, AND) PURPOSE 

limited the project

and purpose of the CED project
The original goal 


the Sine Saloum Region).
regions (formerlyFatick and Kaolackscope tc the 

April 1989 through PP 
The goal. and purpose wer'e stbsequently revised in 


of the project to nearby
1 to expand the geographical scope

Amendment No. 

SSE credit acLivities in order to
 

'Thies and I)iourbel for the
regions such as 

allow the SSE credit component reach
 
increase the SSE loan portfolio to 

Thu lormer project goal waj to encourage decontrol and 
profitability. 
 in the groundnut

rural production in selected regions
commercialization of 

allow for the expansion of SSE
 
is again slightly revised
basin. This goal 

to 


credit activities to 
Dakar and is "to encourage decontrol and 

and urban production in selected regions in 
of ruralcommercialization 

enable village organizations and
 
The revised project purIlose is "to 
Senegal." and sustainto manage

in selected regions in Senegal
small--scale enterprises 

to focus ol the ability of 
project will coltinUe

their ownl developmenL. " The 
to plan, manage and sustain their own 

village organizations and SSEs 
 Only the SSE credit program
economic growth.
development, i.e. sust.ainable 

and Fatick regions.the original Kaulack
will be expanded beyond 

for the expansion of SSE 
Status (EOPS) indicatorsThe End-of-Project of a profitable, 

to D)akar will emphasize the institutionalizationcredit afterDakaractivities in 
insti totion to continue SSE credit 

private financial 
the PACT). The additional EOPS will be:
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Enerpr~! 

financial institution establis hud in Dakar 
- Independent, private 

Lo a simi lar inst itution in Kaolack capable of'
1.inkedorganizaLionally 

loans to SSE'; on a profitable basis.providing 

- ProfiL poLeni, ial of lending to small enLerpri es in the Dakar region 
ranageinunt, 

clearly demonst, raLed ard appropriaLe procudu rus, manuals and credit 
in othur, mainly urbanii, .reau of 

con Li oted replicat-ionsysten established for 

Senegal. 

,'O[ PROJECT EXPANSION TO IAKARB. 	 o!gPIJrs 

1 remainin PP Amendment. No.as delineatedThe current 	 project outputs 
Dakar expansion will be 

valid. The 	 following ouLpuL5 direcLy rlaLted to the 

to the current outputs:in addition 

and repayed
Dakar region have received credit 

(1) 1,085 SSEs in the 	 .
of the enterpr iss2

increased profitabiliLyloans on time with 

andmodel for insLituionalizaLion
(2) DevelopmenL of appropriate 

SSE lending activities.of urban basedrepl.ication 

SSE crediL
and crtLive linkages between

of apl)ropriatte(3) Development 
g SSEs and informal sector in 

and other insiLtions support i
inLstitution 

out reach program;.
Dakar , incltding traiinng and 

[Dakar region. 
CreaLion of 	 640 Lemporary and permanent jobs in the 

(4) 

C. IYTS DAAR YMXPANSIoN.'s_ 

inputs required for the 
only those additional

This PP amenc:~neL includes 
Al I other current project irputs

act ivit ic s L l)akar .SSE crediLexpansion of 	 forthe addiLional outpuLs and EOPS 
required to 	 meet

remain Unchariged. Input; 
shorL Lerm technical

activit ies include long and 
the I)akar SSE credit 	

local currency operational
and equipment , vehicles,

assistance, 	 coinodit i es revolvingcapi aliza t ion of the SSE 
SSE credit component,costs of the )akar 

and audit. sevaluationcredit fund 	 aid u~L ri al 

(1) ,p cnl_:! Asi_ Lan e 

will serve as 
One long- term Credit Management Special ist (3 person- years) 

theand as advisor tofor 30 monthscredit componentof the Dakar SSEDirector 	 the final six
SSE credit operation for

of the Dakar-basudSenegalese Diructor 	
be a seniuor and experienced 

months . The Credit Management Spucialls L wi 1. 	
in an

crediL and mlanagemt"L experience
wi Lh culsiderablecredit specialist 	 upfor settingwill be responsiblel)akar SSE DirectorAfrican seti ng. The 	 staff, closely

hiring all necetssary local 
the SSE crevdiL opurations in Dakar, 	 SSE

Lhu credit. act. iviLius. Oneu the 
and ditcc inrg all aspects of

managiiug 	 internaland al 1 accounLirg , tracking, 
crediit componen t is w ll established 

g, 1ie Di rector 
are inr place arid furictioni

loan approval systemscoritrol and 	 unde r applicablea financial 	 instILioioto establishie rusponsiblewill 	 in )akar upon 
which w I I conLin ue to provide credit to SSEs 

Senegalese laws 
.

of Lhe projectcornpletion 
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technical assistance (TA)
In addition, eight person-months of short-term 

be ,equired during
are required for the Dakav expansion. ShorLt- term TA will 


and head office staff and set up

the first six months to 	 train field agents 

for the [)akar component.and internal control systemsappropriate accounting 
concerningTA will also be used to undertake studies and analysesShort-term on project

the establisliment of an independent financial institution to carry 


activi.ies.
 

(2) 	 -:oiie_,E-----

be required to set 
A minimum amou1nt of office equipment and supplies will 


up a head office arid uighL field offices in the Dakar region. Excess office
 

will be used whenever possible. In

the Kaolack componentsequipment from 

be procured for sucrotarial suppo't and for 
addition, two com1putL's 	 will 

will be purchased for the 
accounting and loan tracking. Also, two vehicles 

use of the head office personnel. The field office and head office staff will 

inlDakar as much as possible.
be required to use available public transport 

(3) OperaLional Costs of SSE Credit Activities
 

will finance all local currency operational costs of the 
The project 

includes salaries,
Dakar SSE credit compoinnL through June 1992. This local 


office ruint, vehicle maint.enance and suppoL'L, LransporL, supplies, legal fees,
 

the program. By July 1992, projections show 
and other miscellan .iis 	costs of 


will be large enough to generatU earned interest

that the loan portfolio 


to covur all operating costs.
sufficient 

(4) Capitaizat.ion of Credit Fund 

to the revolving credit 	 fund over 
The project will conLribuLe $1.300,000 


tlI thero-y(lar proj e.(. expan.ion in Dakamr, Projections of the loan portfolio
 
by the project will require


financial institution establishedshow that t-he 
is covering all operational costs of the 

this amount even thoughi the project 
through June 1992 and all principal and inLerest repayments are being 

program projected
used in the revolving Lund. Annex B provides thu details of the 

1994.loan portfolio throigh December 

(5) Elvaluation and Audit 

the Dakar SSE credit activities is scheduled
 
One external evaluation 	of 

meeting project objectives and 
to evaluate progress towardfor April 1.991 
to improve SSE credit operations leading to

recommnend ways 
of the program. in addition, one financial compliance

instituLionalization auditing firm
1991 and one in 1992 will be carried out by a local

audit during 
office for audit. 

under the supervision of the Regional Inspector General's 

REVISED COST ESTIMATE AND FINANCIAL PLAN
V. 


ofamount for all project activities based ouE 
The total life-of-project 


Of this amount, $10,600,000 has been fully

Kaolack is $11,000,000. 


required for the expansion of SSE
 
obligated. An additional $2,729,000 is 


the Dakar region. Therefore, the total life-of-project
credit activities to 


for-all project activities is $1.3,729,000.
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A. FINANCIAL PLAN 

The revised
Table 1 presents the Fiinancial Plan for the Dakar expansion. 

shown in Table 2 of Amendment No. 1 (page 13) remains
financial plan as 


unchanged for all Kaolack-bascd project activities. Table 1 shows that an
 

fully implement all project activitlos
additional $2,129,000 are required to 


the expansion of S';E credit activities to Dakar. When addud to the

for 
previous project budget total 	of $11,000,000, the total life-of-project cost
 

becomes $13,729,000.
 

B. METHODS OF IMPLEMENTATION AND 	FINANCING 

Est. $000
 

for this Amendment
Method of Financing
Method of Implementation 


$2,549

(1) Cooperative Agreement 	 FRLC 


$ 180 
(2) USAID Direct Contracts 


Direct Payment $ (40)

- Audits 


$ (60)
Direct Payment
- Evaluation 

- USAID Project Officer Direct Payment $ (80)
 

VI. IMPLEMENTATION 

A. STRATEGY 

will require some modificationsDakar SSE credit schemeAn urban-based, 
are used in Kaolack. Ascrituria and procedures thatto the methodology, 

SSE credit component
mentioned previously, the former director of the Kaolack 

1989informal sector during August
carried out a four--wrek study 	 of the Dakar 

a SSE credit program in 
to provide strategy reconuneiidations for establishing 

has provided valuable insight
Dakar using the Kaolack model. This study 

and solutions and recoitmiendations which will be 
concerning possible problems 

The study

used by the new Dakar-based l)irector in implementing the program. 

in Annex E.recoiunlendations aLe ';ummarized 

SSE credit program will
The lending policy and criteria of the Kaolack 

the same in tie Dakar program. Staffing will also be very similar,remain 
in the head office and eight

and four Senegalese profes;ional5with a Director 
office will include a 

field ageot.t in decentralized 	 field offices. The head 
and auditaccountant, legal/jurist. expert

loan analysis/field supervisor, 
the head office will employ one manager. In additi on, 

field offices will be
assistant. Modest, shop front,secretaLy/admiflistratlivU 

where informal sector businesses are 
zones in the Dakar regionopened in eight 

heavily concentrated.
 

SSE 
Three important modifications from 	the Kaolack model for the Dakar 

repaymLts and operational costs. 
credit program concern guaranties, 	lo'ann 


clear that loan clients in Dakar 
(1) 	Guaranties: The recent study irade 

Kaolack regi on and generally will not 
are more sophisticatd than in the 

have legally coimitted solid 
respect their engagements to repay 	 unless they 

value according to thecollateral that has
guaranties. Also, finding solid 
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TABLEI 
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REVISED ikIiCIAi F[IAl fOR 
COMUNItIr ANDWIRP~nlE DE0I0FRPW 

AR CI[FAWSION 
PROJECT - L00260 

blo19l IMi [oW TOTAL 

PROJECT ELEAENI F/111 I IX)ET FIs,I cost 
---------------------. ----. -------------...................................................................................... 

F/A,I Cost Pim I Csil P/10, cost 

1. ECIINICAL ASSISIANCE 
A.L-I Credit Specialist 
i.S-fCopsulltits 

C. 0501 ProjIlt1]iitr 

1? 1174,000 

3 145,o,0 
12 1174,000 

2 i0,000 

6 I?0,000 

12 1114,000 
1 130,000 

I? 140,000 

0 10 
I 11s,000 
6 1?0,000 

36 

6 

?4 

152?,000 

1120,000 
160,000 

if.(dr1100JICS 
A.fleidOffice and 

field offices Setup 
. heicles 
C.1onputerlquip. 

2 
2 

1100,000 

130,000 
1251000 

10 

so 

10 

10 

10 
10 

10 

10 

10 

1100,000 

130,000 

12m,000 

[Tif.OFERAHONAL SUPPORT 
toSEECOCOITIN~S[. 

1141,000 1198,000 1113,00 10 1452,000 

[V.LOAN fUNOCAPHALIMIAON $1,00000 1300,000 11,300,000 

VI.LIAUAJON AlITAUDIT 
A.CIternal Evlution 

8. Independet Audi[ 120,000 

1O0,40 

120,000 

160,000 

140,000 

PTO[CT EXPANSIONlTOTL 1I,515,000 1442,000 1137,000 135,000 12,729,000 

PREVlUS PROJECTEUtD6EIOIA1 111,000,000 

I]IAL REVISEO LTO[-of-FROJEcT AMAOUNI ll,729,000 
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conditions of commercial banks can often prove difficult for small business 
owners. In Zarours's study of informal artisans of May 1989, 273 respondents 
out of 437 said that they had not applied for a bank loan because they
believed they were unable to provide solid guaranties. On the other hand 263 
of 558 respondants said they owned heavy equipment, and 32 owned land. 

Experience in the Kaolack program indicates that most informal business 
owners do have access to some form of collateral either of their own, or 
belonging to a family member. Unfortunately, however, the market value of 
this collateral is often doubtful. Iln Kaolack the approach has been to make 
loan decisions on the viability of the project; ausuvanco of proper guavantiev 
comes after the preliminary loan approval. For the Dakar credit operation the 
loan approval decilion will continue to be made on the viability of the 
project. The Dakar program will continue to accept Individual guaranties when 
possible. However, at the same Lime the project will assist SSEs to form 
mutual gurnanLy g upqu, or "Groupmun t do Caution H"Utuell", 

Mutual guaranty groups offer an innovative and impoi tant form of guaranty 
for loans. Under this system, five to 12 business people who already know and 
l:ave mutual confidence in one another form a legal group, possibly legal~y 
defined as a Gr'oupement d'Interet Economique (GIE). The GIE is a legal
 
structure with statutes and rules that govern the operation of the group. In
 
simple terms, membous of the group agree to subscribe a certain amount each
 
month into a blocked account. Once this amount has reached a certain level
 
this serves as a guaranty fund for a propotLional loan (eg the loan may be
 
five times the amount of the fund). The first member of the group takes a
 
loan. When he or she has repayed one- third of the value, the second member
 
comes eligible for a loan to the value of the proportional value of the fund
 
less the amount outstauding with the first member, and so on.
 

In case of late payment, the credit operation has automatic rights to.
 
deduct outstanding amounts from the guaranty fund. BUcause group members
 
stand to rise or fall together, there is both social and financial pressure
 
upon members to respect their commitments. These coiimuitments are also clearly
 
spelled out in the terms of contract legally constituting the group.
 

A system of Groupements do Caution Mutuelle sev'es two additional 
functions. The first is that it creates a savings structure within the credit
 
operation (although it is not clear according to cental bank regulations
 
whether these funds can actually be uud in the credit fund). The second is
 
that the system ties local people into participation with the credit operation
 
which is an important first step towards institutionalization.
 

(2) Loan Repayments: In Dakar banking facilities are easily available
 
unlike rural Kaolack and latick. Repayment of loans will be made by the
 
clients directly into a special bank account. In this way the SSE program
 
staff does not have to daO with cash payments and with the accounting and
 
internal control thal this implies. 

(3) Operational Costs: The Kaolack SSE credit program was started as a
 
project activity anu tLhecefore less attention was paid to costs than to 
meeting objectives. The Dakar SSE credit program will be initiated and run 
like a business from day one, with profitability an important objective and 
costs an important facor. In addition, an accounting system will be 
developed for the Dakar program which will generate financial statements and 
provide profit informat ion for each field office. 
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B. COOPERATIVE AGREEMENT AMENDMENT
 

New Transcentury Foundation, with assistance of their contractor 

Management Systems International, has successfully developed the CED SSE 

credit model and implemented the credit activities. NTF has the experience, 

can mobilize quickly to plan for and set up a similar credit, opuailon In 

Dakar and has a CUL-L-Ci|L Cooperative Agroement - !h A.I.D. TheeU iu also high 

potential for synergism between the Kaolack and Dakar SSE activities at this
 

stage and for future insLitutional linkages between the two programs.
 

Upon approval of the PP Amendment, P'oject Authorization Amendment and
 

Project Grant Agreement Amendment for the Dakar expansion, the Mission will
 

issue a PIO/T r-equesting the REDSO Agreement Officer to amend the NTF
 

Cooperative Agreement for the Dakar SSE credit expansion. The Cooperative
 

Agreement will be extended through June 30, 1993.
 

The Kaolack SSE credit program is currently going through major 

reorganization and has recently instituted revised accounting and tracking
 

systems. It is stil.L institutionally fragile and resources and energy must
 

not be drawn from this component to implement the Dakar SSE credit pi'ogram.
 

Therefore, the Dakar SSE' credit program will be implemented and adminstered
 

comptote ly u eplitaLt ILum Lhu Kaolack SSE crudlit component.. I6ugit1la r' met|ngs 

and joint NTF projuct reports will allow for cross fertilization of ideas and 

strategies but the LWo di rectors of the cCud iL couriponeiiLs will be individually 

1'o6p)nlu iblo for and have utatihori ty for thi ci uiipotLvo progr'ams. NTF has 

already started recruit. iug for Lhe Credit nanagemeiL specialist. Tile Mission
 

expects that Lhe COOlua ive AgreemenL AmendmunL will be signed by October 30,
 

'1989 and the long- term program director in country by mld--January 1990.
 

C. IMPLEMENTATION PLAN 

MONTHS 1-3 

- Credit Management Specialist arrives in Senegal
 

- Location of Head Office Premises
 
- Recruit Loan Analyst/Field Supervisor
 
- Recruit Legal Officer
 

- Recruit Accountant
 
- Set up accounting system
 

- Begin reOiew of systems, policies, procedures
 

- Purchase Vehic les/Equipment
 
- Recruit four Field Officers 
-- Begin Training 

MONTHS 3-6
 

- Locate Field Offices + procure equipment 

- Four Field Officers on Kaolack Assignment 
- Begin dialogue with local business association, and promotion campaign 

- Establish policies, systems, procedures 
- Interview and Identify four more Field Officers 
- Start to register Groupement de caution mutuelle
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MONTHS 6-9 

- Recruit Auditor 

- Recruit Four more Field Officers
 
- Begin second round of Training
 

- Second batch of trainees to Kaolack
 

- Baseline study begins in four zones
 

- Four Field offices open for business
 

MONTHS 9-12
 

-. First Loan Coiunittee meeting, disbursement of loans
 

- Continue Information campaign promoting program
 

- Baseline study begins in 4 remaining zones
 

MONTHS 13-15
 

- Four more Field Offices open for business.
 

- New loans continue
 

VII. MONITORING AND EVAI.UAT[ON PLAN
 

The Dakar credit operation will use the data collection and impact 

by the Kaolack program for businesses thatevaluation techniques developed 

loans. The initial loan dossier includes
have borrowed and fully repaid 


the business (assets, employment, sales,
important information concerning 
the loans
profits etc) and the businessperson (education level, sex). Once 


are repaid, a separate questionnaire is completed by the entrepreneur
 
Data on job creation,
providing similar information on the business. 


increased asset value, increased profitability etc., is extremely useful both
 

of the program and for developing client profiles.for demonstrating results 
so that doubtsIn the Dakar context all evaluation-data will be double checked 


statistics will not arise. Evaluation forms
about the accuracy of impact 

prepared by field officers will be verified by a member of head office staff
 

in the field to ensure the quality of data before it is processed.
 

One external evaluation will be conducted during April 1991. This
 

evaluation will examine the suitability of established credit procedures and
 

policies, impact of loans where available, progress towards meeting
 

project4objective of institutionalizing SSE credit program, and progress
 

towards meeting objective of profitability. The evaluation will provide
 

to meet project objectives.
reconunendations for any necessary changes 


In addition, two exterLnal financial compliance audits will be conducted
 

during January 1991 and July 1992 by an independent auditing firm in Dakar to
 

assure that the program is following appropriate accounting and internal 

be under the supervision of the Regionalcontrol systems. These -,udits will 


Office of the Inspector General for Audit in Dakar.
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27 gonmunity and Enterprise Development PP Amendment No. Two Dakac Expansion Page 

ANNEX C
 

REVISED PROCUREMENT PLAN FOR DAKAR SSE CREDIT EXPANSION 

Description Quant-ity App. Pric. Souttc-!/ Required Responsible 
$ Origin Delivery Date Officer 

1 2WD Vehicle 	 2 $30,000 935* Jan. 90 NTF/MU
 

2. Vehicle Support: 
NH. - Space parts
 

- fuel I

- repair +
 
- insu. ince 0 935* Jan 90/
 

March 93 NTF/MU
 

t_3. COm~PLttecr Leiq! 

AT class
 

IBH compatible 

and accessoties 2 20,000 000/935 Jail. 90 NTF/MU 

4. Other Off ice :Lt- pment. 

- Small Office desk I
2 chairs 8 20,000 000/935 Jan. 90 NTF/MU 

- Office deskstchairs 7 24,000 000/935 Jail. 90 NTF/MU 

- Computer desk, chairs

covers 2 2,000 000/935 Jan. 90 NTF/MU 

- Large filing cabinets 10 25,000 000/935 Jan. 90 NTF/HU 

- Typewriters 2 3,000 000/935 Jan. 90 NTF/MU 
Jan. 90 NTF/MU
- Photocopier 1 4,000 

- Large safe 1 2,000 000/935 Jan. 90 NTF/MU 

- Small safe 9 5,000 000/935 Jail. 90 NTF/MU 

- Initial Office suppliers - 20,000 000/935 Jan. 90 NTF/MU 

Total: 	 $155,000
 

N.B. -- Vehicle support expenses are included in line item "Operational Costs". 

-	 All procurement for the Dakar expansion will be made with Development fUnd 
for Africa (Dl'FA) funds. 

4590-0
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Comnunity 	 and Enterprise Development PP Amendment No. Two 

AN1EX D 

INITIAL EN ETAL EXAMINATION. AMENDMENT TWO
 

Project Country: Senegal
 

Community 	and hintorpriauc DovolopmonL (685-0260)
Projoct Titlo: 

$13,729,000
Funding: 


FY 1983 -	FY 1993
Life-of-Project 


William Hammink, USAID/Senegal PDO
TEE Amendment Prepared by: 


Environmental Actions Recoimended:
 

1. 	 Negative Determination
 
shown in
2. 	 Risk--Benefit Analysis lEE for Pesticides as 


Project Paper Annex 16
 

The Community and Enterprise Development (CED) Project Paper (PP)

DISCUSSION: 


included TEE Amendment
 
Supplement approved by the Mission on April 13, 1989, 

by

Number One for the increased LOP funding and extension which was approved 


Bureau Environmental
the Mission i)irectoL and concurred in by the Africa 

STATE 108808) and the Regional Legal Advisor.
Officer (BEO) (89 

for the planned additional extension and 
Number Two is requiredlEE Amendment 

The project will be extended for an additional
of the CED project.expansion 
1993; the 	 life-of-project

27 months, from September 30, 1991 to December 31, 

funding will increase from $11,000,000 to $13,729,000, 
an increase of
 

and tLe geographic scope of the small-scale enterprise 
(SSE)


$2,729,000; 

of the project will be extended to the Dakar region.

credit component 

enable village organizations and small-scale
to 

Senegal to manage and sustain their own


The revised project purpose is 


enterprises in selected regions of 

focus on the ability of village
The project will continue to
development. 


to plan, manage and sustain their own development, 
i.e.
 

organizations and SSEs 

Only the SSE credit program will be expanded
sustainable economic growth. 


The project activities
 
beyond the original Kaolack and Fatick regions. 


consist of technical assistance, traininig, credit, comlodities and 

will include a line of credit to 
equipment. The uxt.ension of the project 

in the [)akar region.small and 	 medium-scale eriterprises 

a Negative

The TEE in the Project Identification Document included 

an lEE of pesticides be included in, the 
Determination with a requirement that 


done of project activities not 
project paper and that defurred lEEs be 

Annex 16 of the project paper
the time of the original lEE.identified at 

TEE which 	 provides a risk/benefit analysis for the use of 
includes an amended 

during tile planned
pesticides in Senegal. The activities to be undertaken 

as previously identified.project extension are the same 
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in the IEE, as revised in
actions recoululendedThe enviLolmenLtalCONCLUSION: 

valid for the pl.anned project expansion.
the IP, remainlAnnex 1.6 of 

APPIiOV ID : _.e1/" 

ii! 

" --

i. Alefield ' 

:LoL, USAID/Senegal 

1 . ... 

Concurrence: AFR/Bureau Envi'onmental 

Clearance: Regional Legal. Advisor, E. 

Officer 

Dragon 

(89 STATE 276325 dated 

Date S O/e.,'I 

8/29/89) 
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MAJOR FINDINGS OF INFORMAL SECTOR SURVEYS IN DAKAR
 

AND RECOMMENDATIONS FOR DESIGN OF DAKAR-BASED SSE LENDING PROGRAM
 

BY JOHN MCKENZIE1 CED CONSULTANT
 

1. FOREWARD AND ACKNOWLEDGEMENTS 

I am grateful to New Transcentury Foundation/Management Systems
 

International and USAID for giving me the opportunity of undertaking this
 

a credit operation for informal small businesses in
study for the start up of 
Dakar, as an extension of the Kaolack Small Business program, as I come to the 

year tour of duty with the Community and Enterprise Developmentend of a four 
Proj ect. 

I am afraid the report suffers slightly because research was carried out 

during the holiday season when a number of government officials and managers 

of other small business support organizations were absent. Fortunately the 

snall business owne's were present. 

I am grateful to Hr. Harold Lubell and Hr. Charbel Zarour for their help 
sector survey data. As results of thisand cooperation with recent informal 

survey are still being processed, and most of the survey findings contained in 

this report are stil1 in draft I trust that my own interpretations of this 

major piece of work are reasonably correct. 

The recommendations in this report are my own and are sone extent are 

a working document for the use of project designers.
incomplete. This is 

2. INTRODUCTION
 

A good deal of knowledge about the Senegalese informal sector, and 

providing credit to the sector, has been acquired during the life of the 
Kaolack project and much of this has been documented. A proposal has now been 

made to establish a small business credit operation in Dakar based on the 
model of the Kaolack SSE program. The purpose of this report is to analyse
 

the potential for the Kaol.ack model in Dakar, at the client level and at the 

operational level, then to address the practical issues of setting up such an 

operation.
 

In cases where the I)akar context poses new challenges, the report makes 

practical recoimendations how the Kaolack model can be changed or adapted. 

This report is therefore a working document describing how such a credit 

program can be established, given the opportunities and constraints of the 

Dakar setting, and does not address issues of why such an activity should be 
promoted or for what reasons.
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3. METHODOLOGY
 

As the Informal Sector of Dakar has been the subject of two comprehensive
 
studies using field based questionnaires, there has been no need to conduct
 
further surveys for the pur'poses of this report.
 

In order to substantiate findings of previous stL'vyS, and to gathor 
&dditional anecdoLal. evidunce, muetings and f ield inLeviews wit.h Informal 
business owners were conducted during a one-week period. Several 
organizations already work with the Dakar informal sector in various ways, and 
their managers were interviewed to gather data and discuss any potential for 
future collaboration. This study analyses the Kaolack experience in light of 
findings from the sources mentioned above. 

4. OBJECTIVES OF THE STUDY
 

The objectives of this study in line with the terms of reference are as
 
follows:
 

(1) To establish the level of need for info-mal sector credit in the Dakar
 

region, and the naLure of that need.
 

(2) To propose a strategy for the start up of a self sustaining/profit making
 

small business cr-edit operation/institution based on he Kaolack model,
 
identifying those features that are potentially replicable or recommending
 
new features to meet the demands of the Dakar context.
 

(3) To make recoimmendations concerning operational linkages between the Dakar 
program ane the Coimmunity and Enterprise Development Project, Kaolack, and 
also with other similar operations in Dakar. 

5. 	CHARACTERISTICS OF DAKAR INFORMAL SECTOR SMALL ENTERPRISES: FINDINGS OF
 
SURVEYS
 

For the purpose of clarity, terms used in this text are defined as follows:
 

Informal Sector: In the Senegalese context, informal sector businesses 

are those managed in a traditional fashion, often without formal management 

systems or accountS, involving family members as unrenumecated employes, not 

conforming to lix and labor regulations required of large modern sector 

businesses. Such businesses do not usually operate outside of the law as 
legal requirements are relatively light.. 

Small Business: All informal businesses in Senegal are small by U.S.
 
standards and most conform to USAID's definition of a microenterprise.
 
Jecause some informal businesses employ more than 20 people and have sales 
turnover in excess of CFA 20 million a year the ternm small business has'been 

used as a collective teLrm, instead of mir(XoeiLUCrprise. 

Two recent surveys have provided a comp'ehenisive body of infor'mation on 
Dakar informal sector bnISiwlesses. The most detailed of theses studies has 

been recently conducted for USAlD by Charbel Zarour, Hay 1989, and is an 

in-depth investigation of 558 informial artisamial businesses (referred to in 
the text as Zarour study). 
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Another is a study of 100 	 informal small businesses (42 coiuiet,rants,46 	artisans and 12 service enterprises) conducted by ABC consultants for theC&EDP options study in F,'e'HriVary 1988 (refUrred to in tihe Luxt as ABC study), 

Both of these sut'veyS target busiless owners wi th fixed premi ses,
therefore peddars, people working from home and 
 others, aLU not if-luded. 

Tile small businesses surveyed in these recent studies and obsurved duringrecent field interviews in 	 Dakar, are remarkably similar to those encountered(and financed) in tile Kaolack-Fatick region. This is unSUE-prising in-so-far as 	 tile types of businesses, alid their clients do not change greatly from oneregion to another. Because the Dakar market is large and diverse, however,
there is a tendancy for greater variation in size 
and 	 specialisatiion ofbusinesses and 	 less of a r-ural/agricultural bias to activities, than in the
 
3ine-Sa [oum.
 

'iome 	 of tile common chacac Leristics revealed by recent studies are as follows: 

LITERACY AND EDUCAT[0 01' IJSINESS OWNERS 

In Zarour's study, 35 percent of respondants could read and 	wr'ite inF'rench, /0 per cetnt l,id t udi us in Koran ic school and 22 	 per cent had received110 	 fOLmli of educat i on at 	 al I. I n ABC's study, 5/ putr cunLt (if respondants couldread and write in brunch, 54I 	 pU cenL cou Id read and write in Arabic and 15 per 	 cent were illiLtrate; /8 pur cent had attended Koranic school. With
regard to vocaLi.onil 
 t.a in i g, in AUe's study t01 pU 	cLit of ti sample woreapprent iced for anl avtrat ge period of six yeiars and 12 per cent had received
 
formal technical tra ining.
 

SEX 	 01F EN'l'RI:PI I EuiS
 

in Zaroir's sLudy 93 per cent 
 of 	 EnLtrepreleurs interviewed were male. InABC's study, exactly the same proportion, 93 per cent, men.were This figurealmIIOSt cer.ta inly uinder1La te.s the importance of womn in the informal sector
particularly in activi Lies such as tailoring and needlework, hoe-based
 
comerce, rstaraLts 
 et'. The figure does ruflecL, however, tile stronglytraditional naLtue of 	 see:|eLy with regard to nlen'sseiegate'e and women's
 
.oles.
 

USE O" BOOK KEllPI.NG AND ACCOUNTS
 

In Zar'our's study only 
 3 per cent of respondants had a developedaccounting system; 27 per cent of respondants kept an order book and 41 per
cent all invoico 
 book. In the ABC study 41 	 per cent of the business owners
inLterviewed kept some form of books, predominant ly for registering pur'chases
and sales. 

USE O" BANK ACCOINTS 

In Zarour"'S st.udy, 29 	 per cent of the repondarits had saviigs or bankaccoiults. In ABC': iStudy /13 per 	cent of the sampl le had bank accoInts; whereas5:3 	 peor cent of coiulercaili..s inteurviewed had bank accounts, onl1y 31 per" cent ofAtLisans had tile same. Tile use of 	bank ser-vices in Dakar is undoubtedly more
importanL than in Kaolack because of availability of such se'vices. 

http:KEllPI.NG
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TAX STATUS 

In Zarour's study 33 per cent of interviewees paid a monthly municipal
 
business Lax (PatenLe). Virtually no one payed other taxes such as the
 
Service Tax (TPS), income tax (GIR), corporate tax (B3C), stamp duty,
 
Insurance (IPRES), or sociz! security.
 

TILHLROLE OF TIlE FAHI.Y IN TIlE BUSTNESS 

In the context of the Kaolack program we have noted a very close link
 
between business and family and evidence of a simi lar situation exists in
 
D)ukar. In Zarour's study 10 Poe cent of the busi nuss owners responding
 
empioyed members of their own family, and 78 per cent employed relatives,
 

EMPLOYEES AND APPRENTICES 

In Zarour's study the average number of employees besides the owner, per 
business was 5.8, of whom 4.7 (or 81 per cent) were apprentices. In ABC's 
study the average number of employees per business was 3 people, (I person for 
comercial businesses, 4 people for artisans); of all employees, 71 per cent
 
worked as non-salaried family help, or apprenLices.
 

AVERAGE TURNOVER 

In Zarour's study, the average annual turnover (based on the business 
owner's declaration for a normal week) for an eoterprise was CFA 4.7 million. 
In ABC's sLudy the average annaul turnover by the same method was CFA 6.6 
mi Ilion, however the average annual turnover for Artisans was CFA 4.9 million 
and for coummercants was CfA 9.8 million.
 

AVERAGE AGE OF BUS]NESS OWNERS AND BUSINESSES 

In Zarour's sLudy 44 per cent of business owners were 25 to 34 years old,
 
29 per cenL were 35 to 40 years old, and only 8 per cent were younger than 25
 
years old. Regarding the businesses themselves, /9 per cent had been in
 
existance for more than 2 years, 53 per cent for more than 5 years and 29 per
 
cent for more than Ln years. In ABC's study the average age of the
 
enterprises surveyed was 12 years old. 12 per cent. had started within 
 the 
last 2 years.
 

6. 	 IU OII R IJSINESSU6A__lor SOURCES OF' AN) FINDINGS 

SJRVEYS
 

LS --	 F'INANCI NC CREDIT: OF 

Despite the exisLanc of nuwtbers of different banks and other financial 
organizations in l)akar, few informal sector enterprises have access to them. 
In this way the situation of informal small businesses in Dakar is very 
similar to that in Kaolack. 

SAVINGS AND PROFITS 

The major source of informal business financing is from savings or 
retained profits. In Zarour's study 80 per cent of respondents used savings 
as the primary source of financing to startL up their business. 90 pet cent 
used savings or retained profits as the primary source of subsequent 
investments in the business.
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THE FAMILY 

In Zarour's study, 17 per cent of interviewees started their businesses
 
using the family as their primary source of finance, and 56 per cent as thel
secondary source. When making subsequent investments 5 per cent used the 
family as a primary source of finance. In ABC's study 4 per cent of the 
interviewees had received loans from their family, and 6 percent from 
friends. These loans were free of interest. 

COMMERCIAL BANKS 

In Zarour's study only 1 business owner out of 533 had used bank credit aB 
a prima,.y source of finance for starting up his business, and only 1 business 
owner used it. as a pr'imary sour'cO for subsequent investment. Although 86 per 
cent of business owneL'S said that they wished to obtain a bank loan only 11 
per cent had actually tried to obt.ain one, of which 2 per cent had succeeded 
(10 people). In the ABC study, 5 per cent of the respondents (5 people) had 
managed to obtain bank loans. 

MONEY LENDERS
 

The money lender is an institution that is little developed in Senegal. In 
Zarour's stludy, only 4 persons out of 533 used the money lender as a primary 
source of financing to start up their business, but 6 people used one as 
primary financing of subsequent investments. 

Only 1 person, I per cent of the sample, had borrowed from a money lender 

in ABC's study. 

SUPPLIER CREDIT 

In ABC study, 43 per cent of respondents bought goods on credit from
 
suppliers. Ot the coiiuiercants inter'viewed, 62 per cent bought goods on
 
credit, of artisans 30 per cent. Normal terms of credit were sixty days. In
 
23 per cent of cases the goods bought on credit were more expensive - at an
 
average of 30 per cent more expensive-- than the same items bought for cash.
 

LOANS FROM ASSOCIATIONS, CO-OPERATIVES, GOVERNMENT PROGRAMS OR FROM DONORS 

In Zarour's study a small numbLr of respondants cited associations, 
cooperatives, government programs and donors as sources of loans. 

7. THE NEED FOR CREDIT: FINDINGS OF SURVEYS
 

In Zarour's report 40 per cent of the respondants cited "lack of funds" as 
the most serious problem facing their business. 86 per cent declared a wish 
to obtain a bank loan and 77 per cent to obtain some financial help from the 
government. 55 per cent of respondants declared plans for investing during 
the forthcoming months. (However 32 per cent of this group, 90 people, said 
optimistically that the financing for such investmenls would come from 
government aid). 

In the ABC study only 2 per cent of the survey sample had no idea what 
sort of changes they could make to improve their business; 76 per cent wished 
to buy more equipment, machinery or stock and 36 per cent wished to make 
improvements to their workshop or shop. 
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8. DAKAR: ASSESSHENT OF THE ML.EU 

8(i) OPPORTUNITIES FOR INFORHAL SHALL BUSINESS 

Dakat. contains 3-1 put" cent of the population and 90 pe" cent of Senegal's 
industt-ial fiius. 11 11983 the working population of tLe Dakar regi.on was 
estimated at: 700.000 pur:on:;, andl 140,000 pUt'sOnls WA'U ump loyud iii ti1e modo'fn 
sector. Asstuminig Lhuru was no uriemploymunrt at Lhat timu, Lhis mumns 80 per 
cent of the workfot'ce was ewuployud in the informal sector, Since 1983 this 

1)L'obably lien workirg whileshave has b g'ow i ng as the population has uxpanderd 
the government admini.utvation ha; beeni shuddinig jobs arnd growth of the mhodern 
private sector has bue, stagnant. 

The informal sectr ini Dakar is extrtemely large and dynamic. A census of 
lmi croent e'rprises condilclced by Charb.-e 1 Zarouti in 26 quar i ies (neighbo'hoods) 

of Dal:ac in liovefller' 1988 e01rumurated 29,616 businesses ii1volved in 
manufacturing, con;st.rruction, services, conunerce and tr'alsport in 85 different 
types of activity. Wierurs in Kaolack and Fat. ick small busi ness opportunities 
revolve arouLnd t.lre pruv s;ion of goods aid servicus to the local population ok" 
to tile agricu]ture sector, in Daka" tihe variety of oppo'tuni ties is highly 
diver; i f ied. PuteiLi ol mar'kets ar'e ir'yided by Lhe iiidustrial secLor, the. 

1tonnnalollil.nIl cirrlllimmir ty, .o iriLit, tU adml iii utroli ion, t.hu au ilu ciiiL .Lull] 
sector, Lhe port, iot to muntion the needs of a large urban populIat.ion. For 
example, iDaka r has /1 l)CV'manlwi t markets which satisty most of tiLe poople's 
dai I y nio.dlu, lii Zaroiri.; i;t.ity of b58 1Infr ial At. I i1ro s, ruupollidnlm lt.1 , wore 
asked to state Lire 'elative imppoLanice of different types of client, and the 
reSpOllses wure as; fol low.: 

CLI I'J'T TYPE 1IJHBE1"OF BUSI NESSE S STATI NG 

TllS WAS MOST MI'ORTANI CLIENT 

Small Art isants 63 
Small Commev(; an ts 144 
Functionari.es and Big businesses 131 
Tritermdi at ies 18 
Other ]individua i.s 333 

Theses figutre indicaLe tLe complexiLy of Lhe market for informal sector 
goods and s rvices. I. is striking, for example, that the major proportion of 
arttisanal production is sold for r'e--sale and not directly Lo Lhe end user. 

During field int'erviews with smal.l business owners, lack of clients was 
never cited as a co;Lra init and many of .he youlger' mnore organized builIness 
people had plans for expanding their existing clientele 

8(U) ORGANIZATION OF THE INFORMAL PRIVATE SECTOR
 

Far from being fragiiwenLed and inter- competitive, small businesses in tLhe 
irifor'ial sector appear Lo be well organized arid muitu ally supportive. 
Businesses can be split into two broad groups of connunler(;ants and artisans. The 
coiiuime'ants, p'imal'i ly based in Sandaga markut, ate prerdomiianit ly Houride. The 
most important associaLion of conuierants is a syndicate called the Bureau 
Federale de TouLba Sandaga. This group is extremely entrepreneurial, with 
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members doing business all 
over the world, yet is highly traditional.
Artisans tend 
to be less wealthy and less well--organized. The umbrella

organization that unites 
informal sector businesses is known as the GES (Les
Groupements Economiques Sunegalaises). The GES was formed as a syndicate to
represent the interests of Senegalese businessmen in 1962 (in the same waythat the Comite National du Patronat (CNP) represented the interests of Frenchand Lebanese businesses). It now has 10,000 MIembers bUlonsing to Uight.federations that bring together an entire range of co:ulercial, artisanal andservice activities, and includes a federation of women. The Bureau Federalede Touba Sandaga is an affiliated organization and its members a e also

members of the Federation of Colunerv9ants. The GES defends the interests ofits members before the government and the modern private stector. It alsoprovides a structure within which smaller members can have access to advise,legal council and assistance from more powerful members. Indeed, because of
the tendancy within Senegalese society for organization into 
groups, informalsector business owners tend to formi part of a hierarchy in a loose overall
 
structure.
 

Of course traditional religious affiliations and extended family ties
 serve to strengthen this structure. 
 WiLhin the framework of these
organizations, modern and Lraditional business practices come together.
example an important D)akar businessman whose principal concern is a large 

For
 

modern travel ageuicy also owns two provisions stores informally run by his
relatives in Pikine. A mouride merchant fcom Sandaga wishing to buy Italian

shoes may finance his deal] in traditional fashion by taking 
a suitcase of CFA
Francs to the Gambia, changing it, and 
 tLan flying on to Naples with dollars;or with the help of associates may use a more formal, method such openingas a
letter of credit with Citibank. 

6(iii) THE CREDIT SQUEEZE
 

The banks and other formal institutions are not adapted nor have anyinterest in lending to the informal sector. Until recently larger Senegalesebusinesses served as intermediaries, passing on credit to smaller ones. 
Recently, however, two events have disrupted this situation: 

(1) A Liquidity Crisis at the Bank 

Only four banks are operational in Dakar at present (SGBS, BICIS, Banque
Senegalo--Tunisienne and 
 CiTIBANK). Available credit is being passed on to

(safe) large modern enLerprises, and facilities to 
 locally owned businesses
 
have been increasingly restricted.
 

(2) The Mauritanian problem and supplier credit 

During April 1989 Maut'itanian corner stores were ransacked throughout
Senegal and goods were looted. Many of these items were goods supplied oncredit by large manufacturers, who suffered substanLial losses. For exampleMTOA, tne cigarette manufacturer, lost CFA 1,5 billion and COD]PRAL (Nestl6)lost CFA 500 million, amongst others. These companies are now no longer able'to supply goods on credit. The situation has been further aggravated because
following the departure of the Mauritanians, wholesalers in the grocery
business have started opening retail outlets. This has tied up their capitaland eliminated their potential for offering credit otherto retailers. 
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Interviews with business owners in otheLr sect os indicate a similartightening of supplier, CL'edit, for example in the constLruction business
supplieLs will only provide well established custome's against conrLacts andthen at a premium, (a tonne of cement costs CFA 41.000 for cash, CFA 45,000 on 
credit) . 

8(iv) 
 PROVISION OF CREDIT TO INFORMAL SHALL BUSINESS: 
 OPPORTUNITIES AND
 
RISKS
 

Despite the recent credit squeeze, purchasing powOr of the population au awhole has been maintained and the outlook for informal sector amall businesses 
seems reasonable. Tihere appear to be opportunities for small businesses Inthe market place, and enLepruneurs with adequate ,xperience to exploit them,but limited financial means and no access to credit. The start lip of a well

managed credit operaLion 
 at this time could be highly auspicious.
 

During the course of the study I was 
 warned on numerous occasions of theuntrustwoLking natLre of inlformal business owner's in Dakar and the prospectmaking loans to clients who were actually no more t.han fL'ont-men for shadowy 
of 

commerants, with all the inevitable consequences. Although the uL'ban milieuis unfoLgiving and Dakar businessmen are reputed to be sharp dealers, serious
problems of misappl'opiation of funds can be avoided if: 

The eredit operat ion toknows who it is lending 


-- Solid loan guarantees are legally taken
 

- Loan projects are correctly analyzed and pvoven viable 

To ensure that these conditions are met in the Dakar context, two
 
modifications 
 to the Kaolack model are proposed.
 

The first is that the 
 Dakar credit operatiun ohouid itse existingassociations of informal businesses, such as the GES, to provide character
references on people applying for loans. The second is that, as well as usingguarantee procedures tested in Kaolack, all clients should be required to joina "GrLoupement de Caution Hutuelle" and to pay a monthly subscription into aloan guarantee fund. Details of this mechanism are explained in the strategy
 
recoummenda t ions.
 

Risk and knowledge are closely associated. The risk of dealing with Dakarbusiness owners will diminish as the program staff under'.-'ands how theinformal, sector oper'ates and establishes wortking relatio,.ships with itsclients. The quickest way of acquiring such knowledge is by co-opting local
 
business associations.
 

The possibility of such collaboration was raised with the GESsecretariat. PaLticular-ly in light of the recent credit squeeze the GES wishto find new mechanisms of prCoviding credit to their" mumbers. For example GESmembers have alrVeady contributed into a loan guarantee fund for' smallerbusinesses held in an account at the SONABANQUE to a value of CFA 30 million.The GE'S secretariat said that it was open to the possibility of a cooperative
relationship with any fUtULe credit structure. 
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9. STRATEGY: RECOMMENDED PROGRAM
 

9(i) OBJECTIVES
 

The strategy recomnended here aims to fulfill the objectives for the Dakar 
extention of the C & EDP as follows: 

1. To establish a profitable privately owned financial iristLItution
 

capable of maintaining small businU.sS credit activiLies after end of project.
 

2. To prove the potential of lending to informal sector SSEs profitably
 

in the Dakar region and to establish appropriate procedures, manuals and a
 

credit management system so that the activity can be replicated in other,
 

mainly urban, areas of Senegal. 

Hoped for targets are that the credit operation will be profitable by the 

end of 1992, and that during three years of operation, 1990-1992, 800 loans to 

a value of CFA 1.1 billion will be granted with the creation of 1,280 jobs. 

STAFFING
 

Because the Dakar credit operation will adopt the basic systems and
 

procedures already being tested in the Kaolack program it will probably adopt
 

a similar management structure. The staff, however, are likely to be more
 

highly qualified and the salary structure may be different. 

The proposed organizational structure is as follows:
 

Director
 

Secretary 

Deputy Director! _ _ _ 
I i 

Head ! Legal/ I Loan Analysis ! I Accounts I Audit
 

Office ! Jurist I Field Supervisor I I I
 

Field I Field II Field!! Field I I Field I! Field ! Field I I Field :: Fie] 

o!Office I Officer I Officer I Officer I Officer I Officer officer I Officer ! Offic
 

The Director 

The Director of the credit operation will probably be an expatriate during
 

the "project" phase, until the activity is institutionalized. The Director
 

of the credit operation, staff management
will be responsible for all aspects 

and administration.
 

http:businU.sS
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The Deputy Director 

The Depty Director will be have sub;stantial adminiskrative experience in 

a credit UL' financial instiLution, with knowledge of sinall business and the 

informal. sector, and will. be a Senegalese national. lie or she will b a 

probable candidate for tile post of Director, once Lhe "project" pha5d ends and 

the activity is instiLut ionalized. SalUCy level 350 - 400.000/moet.h. 

Loan Analyst/Field Supervisor 

The Loan Analyst/Field Supervisor will be responsible for supervising the 

Field Officers and their offices, and for checking all loan dossiers before 

they are presented to the Loan CoiuoitLeu. Thu L.oans Analyst/Field Supervisor 

will have the equivalenL of a University degree and be experienced in small 

business finance and loan analysis. In addition to field work he will also be 

responsible for technical tLraining of staff. Salary level CFA 

250. 000-300.000/mont.h. 

Jurist/Legal Officer
 

The Legal Officer will be responsible for evaluation of 
and loan contracts, follow upguarantees/collateral, praparation of guarantee 

aof arrears and resolution of bad debts. The legal officer should have 

en Droit and some previous experience with a bank's legal department.Hatrise 

Sala-ry level about CFA 200.000 per month.
 

Accountant 

The accountant will be responsible for updating financial records 

including the loan tracking system and for producing regular reports on the 

status of the loan porLfolio, income statements and balance sheets. The 

Accountant will be flilly quLalified and have a minimum of 5 years experience of 

double entry book keeping and of working; wiLh credit accounts. Salary level 

CFA 250.000-300.000 por month. 

Auditor 

The auditor will be an internal controller whose role is to run continual 
and arrears status, and onl thespot-checks o, tihe loun approval, repayment 

general management of the credit operation's resources. The auditor will be a 
levelquaifLied accountant with at least one year experience at audit. Salary 

CFA 150.000-200.000 per month. 

Field Officer
 

The Field Officer will be responsible for client selection, analysis of 

loan repayments and client after-care, within aloan dossiers, follow up of 
have universitydefined geographic zone. Field Officers will normLally 

as experience with small businesses.qualifications to Masters level as well 

Given tile field-based nature of the work, candidates with a practical 

mind, and common touch should be selected, as opposed toapproach, commercial 
fr'om what is referred to locally asintellectuals or other g'aduates suffering 

"deformation unive-s itai.re". It will be practical to select younger 
Salary level CFA 120.000 per monthcandidates and train them from scratch. 

(with opportunities for results--oriented bonuses). 
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The job profiles, qualifications and sala'y levels mentioned above are 

based on restonsus from managers of ban:,s account. ing firms, and other 

organi.zatLions in the field of small busi, :ss promotion. The Kaolack progvam 

Started up with a "project" salary strucLure, that is low under review so 

profitabi.lity can be aLtained, Sala'ies ill Dlakar should reflect market rates 

from the outset. The long Let-m objectives of the Dakar credit. operation Ifs 

avantageous a- job sLeekel's; ill Senegal oft.n put tlhe i loii tLurin pronpectL ovor 

salary in their choice ofC pl ioyentiL. 

STAFF TRAINING 

Client selection and Loan Analysis techniques have been one of the 

successful features of the Kaolack program. Field Officers (Conseillers in 

the Kaolack cont.ext) a'c trtained during a six monLh apprunLiceship in such 

techniques both in Lh,, c lass room and in the field. A detailed training 

manual. with course out. line, session guides, case studies, sinmiflatLions and 

other exercises is now in preparation. This manual may be used as a training 

guide for. t.he newly recrtIited Dakar field officers (when and if it is 

compleLed) . 

The Lraining programn i s strtceLured in a mtodu lar fashion. Each module 

focuses on a set of partincular skills that the trainee must acquire and 

invol.ves several days of classwortc followed by 2 to 4 weeks pracLical 

application in lhe ficl d. For the first batch of trainees, attachment to 

Kaolack field offices fur practical trainiing in loan analysis wi l[ facilitate 

Lhe Dakar startL-up. In the start-up phase it is also recoitunlended that trainee 

field off io's ColducL a baseline study of businesses in their new zones, 

preparing income statumunts and balance sheets as well as collecting 

Such a study serves the purpose ofemploymenL sLaLisLics and othur data. 

giving ie field !officucspractical experience in bJuisiness analysis, and also 

provides the credit operation with a nass of data which can be used as a 

serves asbenchmark for measuring impact at a later date. Such a sLudy also 

to informan opporLuniLty for Lhe fiUld officer meet potentliat clients and them 

about the new cred it operat ion. 

LOCALIZATION OF OII'1ItES
 

means 

transport are easily available in )akar, varioIv configurations for the 
Because activities are concentrated, distances short and of 

localization of offices are possible. It is feasible, for example, to have
 

Office, housing Ilhe dircLor, and 


one central of fice as ti) SO)NAGA or SOFISEIIT. Th rtecoiunended sLtategy, 

however, is thaL a ;ystem of ducenLralizud field offices be adopLed. The head 

seniior staff with a c0nference room for 

I.raini iigand credit commit tue meeti ngs, ,;liould be localed in a place 

in theconvenient to clients, to public transport, 	eLc., but not necessari ly 

zone. It is also possible for thecentral btisinuss dist rict or in a high retiL 

head office to incorporatu a field office. Modest, Shop front, field offices 

should be opened il lt'eCl where infor'ilal sector busi inesses are lCavi ly 

The advantagu of SLiCR all arralgement are:concenLrated. 

- Field Officers are easily accessible to clients at all times 

- Officers are field based and time i.; not wasted at head office or 

tLravel Iing 

- Field Office rent'al costs are more economical than accumulated tr'ansport 

cosLs. 
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- Field Office provide staff with autonomy and encourage personal 
initiative; they are also easily set up as "profit centers" (see on).
 

DEFINITION OF ZONES 

it is recomnended that the Dakar region be divided Into zones, and each 

a field office with one field officer. Within eachzone be administerLed by 


zone the field office Should be located where businesses are most heavily
 

concentrated, at a spot that is easily accessible. Seven zones have been 

defined, and this configuration assumes a staff of 8 field officers, seven of 

whom will. be deployed, the eighth being a "floater", attached to the busiest 

field office.
 

The definition of zones was based partly onl results of Charbel Zarour's 

census of November 1.988 (see Appendix 2) partly on observations in the field, 

and partly on the physical layout of the reion, as folluws (please refer to 

map on next page) 

ZONE 1: Dakar Center, Plateau and Environs. 

This zone covers cent'al. Dakar including Sandaga Market. 

ZONE II: Medina Rebeuss, Fann Hock, Fass. 

This zone contains the heaviest concentL-ation of small businesses in l)akar 

and includes Soumbediouzie Market. 

ZONE II: Zone Industrielle + port, Route de Rufisque, Ilann, Dalifor 

This zone contains an important concentration of arLisanal activity 

related to the industrial zone. 

ZONE IV: Grand Dakar, Colobane, Bopp, the Sicaps, the l.M's. 

This zone covers the popular neighborhoods and includes the HIlM market 

ZONE V: Grand Yoff, Parcelles Assainies, Yoff, Camb6rne. 

This zone encompasses; the large new residential areas
 

ZONE VI: Pikine, Guediawaye 

This zone covers the dormitory towns of Dakar 

ZONE VII: Thiaroye, Yeumbeul 

This zone covers the industrial region and garden areas. 

ZONE VIII: Rufisqiie 

STAFF MOTIVATION: BONUS MECHANISMS/PROFIT CENTERS 

One of the positive features of the Kaolack program has been its incentive 

scheme for field staff. An incentive scheme helps to motivate staff, 

encourages client follow-up ensuring high loan repayment rates and tends to 

operate against corrupt practices.
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The job ptrofi l.s , qua lificatCions aid salary levt. ls nt.nired above are 
based on respo;t.su; fn in managers of banks, aCCOllt i fg i riis, alld otr 

organizatlions in thu fit:id off sial I bisi n,..SS pr iNot iOll. The KaUlAck r.oglraIll 
sLartLed up with a "project" salary tLhat 11ow llrdUr r'e sUst rUuc t lluU, is IUView 

profiLabilit.y can be a.Lal ined. Sal auius in l)akar s1hould ref luct market, rates 
fromn the ouit.set. The il objuct ires. tit Dakar crud it. iuwg,te1r1 ul :hu uporalton 

avail tageous as .job ;ucke's ill Sunigal of uull I Lhir long Lermi pr'olpect.13 Uvt" 

5; lacy ill 01f 21)loyM01en .Lh.irCchOiCu I 

STAFF TRAII NG 

Client- selecLion aid Loan Analysis teclin i lus have been one of the 

succes fiI futatilrus of tIe Kaolack prograil. Fiuld Officers (Consi Ilers in 

the Kaolack conLext) ace trained dorm fig a Six ilorth appruritcLicUShip in 8Mici 
techniqlues both in the clas-.; r'oom and in thu fi.ld. A detailud Laining 
llialla Wi.thi(.otluCOS0 out. ille, session gluides;, case studies, ,imtla .iotns anid 

o.her" Uxe'ciSU:; is now in prupavaLiun. I'thiis riariuia may be used as a Lraining 
gulide for the i-wliy rucrillited Dakar field off itcurs (wh-lur and if it is 
corllp Iett d ) . 

The tai ninrig progranl is stLiictuirud ill a niodiilar fashion. Elach modue 
focuse-s onl a seul of palt iciilar skills that t hiu Lvaiue iucist acqlui Ce and 

illvol.veS seveL'al days of cI lsswork fe lIowUid by 2 to 1 wc.ks lr'c Lical 

appl icaLt il ill ile f i u ld. ForL t-h first bait c I o t ra inc.s, aLt.achunL Lo 

Kao Iack lI iUd fU' r ta lon ysis facilitaLeLffics o i cal i11i ig i n arial will 

the l):Aar stat'L- up. Ili Ll starL- p phau it is also r'ucouuitunded that trainee 

f i uld off i c rs. tIId a Stldy loiS i r1u1 ill zones,%; Uri cL Ib ;Ul i 1 o f S:S;US tiri V new 
tprel)a'i Il; i icC;,c Stat. - LUrlit s a idhaal lce .let.s as wu I 1 as c, I Iect.i Ilr 

(1) loydleit sat-iStI i cs ,old ot hiur data. Stich a study serve.; t. lputrIpose of 

giving Lhe field ufficur; practical exprience il Iiisiness analysis, and also 

p'ovides th ce'dit opterat i on w ith a mass of data whiich can be ulsed as a 

benc|hmar'k for meatSH'irig impact at a later date. Such a sLudy also seE'Ves as 

an opportiriLy for thu f ield officer to meet potential clienits and inform them 

about .he new crudil op, vratioe. 

LOCA[,1ZAT [ON O' OFFiCES 

Beca!uae act.ivi ties are concentrated, distancus short and means of 

transport are eas ily avai lable ir lDakar, var'iOLes configuraLions for t.he 

localizat ion of offiu:cs are poussibJeu. it is fucasible, tor uxaiiiple, to have 

one central of f ice as (to SOIJAGA or SOF ISHIIT. lue necouiunded st.rategy, 

however, is t.hat a sysicml of decent rali .ud fieltd of i .cc lie adopLed. The head 

office, hinsii; ihC di rcctor, arid senior staff with a coifuruniceoom forr 

training am credi t coi iu tue rueti ,s, should he located ili a place 

COlivenieriL to 'iuit.s Lo publ it, transporL, ut :., uL riot. nic.ssai 'i y in thecl , 

ceItral I bus irsS district Jr in a hligh rert zone1. IL is a Iso pos ii1e for the 

head office Lo incorporate a field office. HuiduSt , shop froIt , tield offices 

should be opencd ill a'eas whereV illiFilato SCtol I,1rs;ill5;;ts are heavily 

conceriLtraLed . The advJant.ages Oe Iti:ii all aravriciiuriL a r: 

- Field Offi.eers are easi ly accessibl Lo clitnsts at all t. irlus 

Offi.cers are f i eld based and Lime is not wasted at. head off ice or 

travel ing 
-- ,ielid Off ice rental costs are more econoriical than accrruulated LtanspotL 

cost s. 

http:pr'olpect.13
http:respo;t.su
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LENDING POTLICy 

The Dakar credit operation should begin by u1singthat have been Lested the same lending policiesin Kaol ack with some success, as follows: 

- Only Senogalese ciLizels are eligible- Loans will iot. be appt'oved 
only 

foyl new or sLa't up isilIUsSes butLfor developing existing businesses with a track record ofaL least 2 years.
- Loan i wWill buUsed folr prot it genera , ig pr'ojectsrepaymenlts will and loanbe scheduled according to t.he ptroject cash-flow(i.e loari projects will pay for t lo'is;lvtyes)

- All types of loan projects will be considcrd nd profilabiliLyof the proposal will be tHie primary cons ideration Cred it willnot. be lice ted ". 
-- The initrest. rate will be the higticst perumis-ible by law,

current.ly 24 per cenL.The minimimi 1oan amonilt pU'rMisSiblU will be- First Lime loans C'A 200.000.will be approved for periodsfor amount s tip to 12 months aridnot exceedi ii CFA 3 mi llion. Subsequent I oans mayfor ln ptj.'iods bepLt-" fot amoLIIt, S exceeding CIA 3 miii I I ion,depending on th i needs of the act.ivit.y to be funded.- Loans will Only be granLtd against solid guarantuts. 
DakarN.B. Busi ness people are well i nformelcd about i ntel'c t ratesoLher r'egulatory issues. arid

Even so, declaring a 24 per cent. interestrate and then charging all etfec tive rate of 13.5declining balance, per cent on aas we have done in Kaolack, is poor narketing.The Dakar plrogram Slioul1d take a fresh look at legal requivutcmelnLsviz A vis how it can packagu its sirvicus
attractive ini a way that isto the client. 
before any 

This shoulld le clearly thought outsotL of promoLion or contact with clienLsbecause it is iniLiaLedwill be the sitbjuLt, of the fitsL questions raised.
 

LOAN PROJECT APPRAI SAl.
 

As the chavactLvi stics 
of Dakar informal businessof Kaolack (literacy, closely resemble thosebook keeping, etc.), the Daka r credit ope'at ionadopt Lhe standard canloan app raisal techniques
adapt them 

C- used by the Kaolack programat; nucessa.y andover time. The appraisalbusinesses wiLhioutL dossi er is suIftable forac:omiLks, particularly fo thie arialysisa seasonal natur.e (a season of loan projecLs ofor a year being ainformal real istic t imeframe for mostbus i neUs oW-/er's wi thout books) .operation seeks to make 
If ill f utore the I)akar or'editlong erm investments, thn a new appraisal formatwill need to be deve loped. 

PPOHOTION 

In a start up phase Lhe Dakar credit operationpoLenLial clienLs will need to inform iLsas rapidly and effecLively as possible. BecauseaL d once Ia h li Ie the t'argetp'i or eXperience wi ti crud iL,of commun ica Li :)n the mosL effective mean sis word of mouth and involve; dialogue. Questionsessions and answercan either be hand led on an individtual visit bas is,organized with or by meet irgsexist.ing business associaLions such as the GES and the Chambtretie HeLier-s. 

http:current.ly
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LOAN COILATERA L/CUARAN-1'Vf;S 

During the course of Lhe stutdy it has been made clear" Lhat loan clients in 
Dakar will. not respect theiv engagements to t'epay unless they have been 
legally committed Lo providing solid guaranteoo. 

F'inding solid col lal.ural that has value according to the condit.ions of
 
comuercial banks can ofl.t-m 
prove difficult for Shia I I Jusi(ess owner!L's. In
 
Zar'outrs's sLudy 
 of infor'i;A1 artisans of Hay 1989, 2/3 respondunts out of 437 
said that they had noL applied fur a bank loan bucause they bulieved they were 
unable to provide So lid guaranLees. On tile otht.r hand 263 of 558 respondants 
said they owned heauy uqaa it,unt, and 32 owiwtd a,ia. 

Expe'ience in the Kaolack pt'og'am indicatus tLhat most informatI busi ness
 
ow1er0's do 
 have access to soaae foLrm of co lat.'al t-iLht-Lt of their" own, or
 
belonging to a fami ly ai1-minb r. Unforttunately, howlever, the market value of
 
this collateral is of ten doaab NIft1 
 In K'aola ck thU app'oaCh has heen to make
 
loan decisions on 
 the viability of he project not value of guarantee. For
 
the Dakar credit operat,i on a Lwo-proaaged apptoach is tec llaended, us ing
 
technical appraisal of a dossier, then col lateval 
 and a system of "Grouprnent
 
de Caution MutnJLle".
 

(1) Mutual GuaratnLeu i' midLs 

The Chaaabre de Met icrs and others have been ref leect ing upon the

possibility of cruat. iag a societe do caution miuti.Al I in which Small business
 
owners can invest, and which 
 will then provide tLhem with loan gtarantee
 
coverage t-o a luvel proport, ional with .hlUir"inveSt-aa01tL. The major constr'aint
 
to sLch a SchllU is that centtral bank reglla tiuns require such a soci6l6 (as a
 
financial iaStitLAtio0) to have a minimlmi capital of CI'A 300 million. Such
 
regulations pit the scale of Operat. ion beyond Lht rcach of 
most small business
 
assoc iat ions.
 

A practical alLernative to this is tile c'eaLtion of "Crtoupements de Caution
 
Hutuclle". IJnder this sysLtem, 5 to 12 business people who al'eady know and
 
have mutu.al confidence in one anoLher form a legaal group, poss ibly Legally

defined as a GroulpeaaeL d't Ieret Ecoaomiue (GIE). The GIE is 
 a legal
structure with staLuLes and rtiules lhat govUrn the operat ion of the group. In
 
simple Lermi;, laaeaaaberLS of the gr1Uup agr'e to satbs crtihe a 
 cutLain amouint, each
 
monLh into a blocked accoutt. Once this amount has reached a cerLain level
 
this se'Ves as a gua'altee fund for a )'Op)Ottiolal loan (Ug the loan may be
 
five Limes the amiount of the fund; to be deter'mined). The first member of the
 
group takes a loan. Whtlan he or She has repayed one-third of the value, the
 
Second meImber come eli g i bile for a loan to 
 tile value of the proportional value 
of the fund less t he aoanttiL otiLsIandinf wit.h lhU fitrst, membe r',and so o1. 

In case of late paymunt, tile credit operation has automatic rights to 
deduct ouLsLandiaig aaaotunt.5 ftr'om the gUa'ant.oc frund. BeccaaSe group meaaaber's 
,Stand to rise or fall toguther, thue is both social and finaacial pr'essure
upon m1eaL)bes's to respect Lhui r coauaai taaenLs These coflut i tmes avut. also clearly 
spelled out in the Lerams of contract legally const itt illg the group. 

A system of GroupemenLts de caution Hutuulle Serves two additional 
function". The firLt is that it creates a savings structut'e within the credit 

http:gUa'ant.oc
http:miuti.Al
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operation (although it is not clear according to central bank regulations 

whether these funds can actual ly be ub. .I in the c redit lund) . The second is 

that the system ties local puople ito participation with the credit operaLion 

which is an important f i 'sL step Lowat'd. ini tnt ional izat ion. 

Further information on the workings of une type of CIIE structure toted in 

Mali can be obtained from Appendix 3. lefore inii at. i ng such a prog'amti in 

Dakar Lit credit opert± 1.ion nust ensure t haL legally and practi:al/ly its system 

is simple to understand and viable, A system that is promoted and
 

faults will create totalI oss of confidence in the
subsequently develops 


credit operation.
 

Initiation of such a s t ructure was discussed with members of the 6KI who 

were favourab le in principle. The GES has al ready created its own CFA 30 

million guarantee ftiid. The secretary general of the GiS said he believed 

such a fund (it was not clear if he meant this or a new fund) could be used by 

financially weaker mnembie rs who could nuot join grotuups. 

(2) Other Co]latetral 

I n addition t.o mutual guarant ee groups it is recommiieided that the credit 

operation take other forms of guarantee an an individual basis according to 

p rocedures already us I. shlied ini t.he Kaola ck p rogram. RecouiUended forms of 

colltaeral. au: 

- Conltacts as collateral.
 

- Pledge of tuq"iilpli' or vehicles
 

- Deposit of .jewuill ury or other items of value
 

- Personal CaranL -s wi th signed proluui s-ary notes.
 

ProperLy dteeds are not a recommended form of col lateral being expensive 
Pledge
for the cliunL to regtister and difficult to sell in event of defaults, 

of commerciaI working capit al for loans to merchants (nanLissement do fonds de 

comierce) is also poor guarantee, as goods are easily liquidated prior to 

seizure. 

Further to discussions with people experienced in recovery of guatanLees 

in Dakar, lawyers ave rarely used in the recovery process, unless there is 

legal contention to uwership of the collateral during the process of 

through a Bailiff (lHuissier), ILseizure, Htu cases are dealt with di reeLly 
deals with one young dynamic lluissiet"is reconunended that the Dakar operaLon 

with whomlt it niegotiaLus a fee propottional to recovery (normally 2 percent ). 

Any dealings with lawyers should be negotiated on a case by case basis also on 

a petrcunLage of recovery basis. 

There ave several debt collection agencies inr Dakar of which three wete 

visited (SAD, SIN and SOFIA). Each agency has diffeenLt teLilS and 

conditions, SOFLA for example will Lake on a dossier for CFA 50,000 down 

payment lIus 9 percent of funds recovered. 'l'erms with lother agencies ave 

negotiable (see Appendix 4). 

The Dakar credit operation will be able to "se contract formats developed 

for the Kaolack program for loans and securing guarantees. 

http:l)vlop_.n.PP
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(3) 	 Life Insurance
 

Tle Kaolack )rOjeCt has a group policy 
with Assurances Generales
Senegalaises and 	 clients pay 0,6 percent per year to insure the 	value of their.
loan plus interest, in event of demise. The premium ic payed by the client. 

To date no client has died so the net gain to the Insurance company hasbeen high. If this low mortality rate among informal issector loan clients
normal, then the Dakar credit operation may want to consider setting up its
 
own insurance account, if such 
 is within the law. 

PROCEDURES
 

Following a major review of the loan tracking and accounting system of theKaolack pt-oject, new pr-ocedures have been recently put place andin are nowbeing tested. As it is not yet clear that these are efficient or adequate, it
is recoiinended that a review of the siLuation be carried out by the Dakar 
Director on his arrival in couLntry.
 

In Dakar banking facilities are easily available 
unlike rural Kaolack
where seLvices are poor'. Cash Lransact.ions (disbio 'semen t and repaymenL of
loans) need not be handled by project personnel and this removes a large

administcaLive burden 
 fUrom the management of the Dakar credit operation. In

this case, a major part of Kaolack 
 internial contr'ol irtocedIres will not be
 
necessary.
 

It 	 is recoimmiended that each field office has its own manual loan Lrackingsystem so 	 that each field offi cer is in control of his loan accounts, and that a central manual systum is kept at head office as a precaution against failure
of an electronic sysLcm. Again, 
 the 	 incoming DirecLor should be 	 able toreview the performance of tLh Kaolack loan tracking system before having to
 
adopt it in Dakar.
 

In 	 brief, the Dakar director should be given a free hand in selecting

whatever procedures and sysLeirs 
are proven and appropriaLe for the Dakar
 
operation.
 

EVALUATION
 

It is recommended that 
 the 	Dakar credit opeL'aLion uses the impact
evaluation techniques developed by the Kaolack program for businesses that
have borrowed and fully repaid loans. Data on job creation, increased asset

value, increased profitability etc, , is extremely 
 useful both for
demonstrating resuIts of the program and for deve.lop ilrg client profiles. In
the Dakar cortLext all evaluation-data should 
 be 	 dotuble checked Lhatso doubtsahout Lhe accuracy of impact statistics will not arise, Evaluation formsprepared by field officers should be verified by a member of head office staff

in the field to enSuce the quality 
of data before it is processed. 

STARTING liP 

The census of informal business by Zarour, November 1988, enumerated more than
29,000 busiwnesses in 26 neighborhoods of Dakar. The President of the Chambre
de MeLiers estimates that there are 85,000 artisans in the Cap Vert (Dakar) 
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r.'egion , of" whi.ch 3,000 ar'u Chaalbritie HuLi.ers {aaaburt .. 'There is all eO taOa'1tis 

volume of small baa;ines. acLiviLy in l)aC:r a"nd tlaert! will I tLhefoce be an 

Uno'ltlouls allouni o, l-c oicu in scIl ction oft luIno ii 'oju-ct.s to fi nance . In a 

start ip phase Lc lktl.-ar c rediL opu,Lion sheoa d be hi ihly so luctive of iLs 

clients, consciously bi. lding a reputtat ion for hllh l-evel of loan repayment, 

'ighlevel of loan iiipactl and orgaizational oft ici uncy. 

10, I 'EilA'I'iOt4ttl. I.II0k:i Jl'' ITi E KMAI.A(:K } t'dAH AMl) Ti: C E, 

Tlhe KiohIa k Salliall ila i a:S.al; ProraLatl hill; 1!0u 11oUih a Utaa hnr of ,row ins
 

pains, atad is evuta now in a dt. licatu stagu of dluvulopilaik t. The l)akar cr'edit
 

uper';t I i 1Ill il;. aal- )tc al lot;cd Lo plact all addi i i Ott l I b 'dun oil liu Kaolack
 

l;ha Ila bim:af it f roum ti froeaiom
Pol'ir.,11i, hla , thul ;,k;ar cr;,dit. op-ra l. io i 

Lo use wha-tv,-c tuclarai cal i ialat. is adaptabhlu to t1la D ko, s i tAaot. iota, wiLIuL 

depenling on any aliiiiit ctativu OL' Iogi:st. iCal satpjporL. 

link during the Lstart. tap of the )akar i).oVraaiAln iaport'ant opuaI ion} 

willt be thu Lraiaiuag of ha.jlr f iuld ofiicur:' in Kiola,:k f ield offices. As 

loaui aplraiSal tuchaadiqats i, cI iuIL fil ow ap tot" tLhu Jakar opuration will be 

simila LOo tlaoC 1;d ill atKaul ack, thi lDtur Lield OffiicUrs cala eain a head 

st.arL by tUprcntic:-fuaclioting Offi cus. 'h t raining will bebeitng to 

organiZed ii ta wo t-ssout;;i,; witha 8roups of toiar Ljcilu who wi I I te on atLtachmenL 

for app'oxi;mataily thlCaU tLaat0,11S cotasecatl ivu ly. 

The Kaolack lanag-a iatt lnit, is date Lo phasLe out in Lhu near Lera. The 

major bjuc1. i of the Ia),A" credit operat ion is Lo usLtabi shI a pruf i table and 

privat.ely ownud f itncial i tiaL ion. L.'or thuFC Lwo reasons tia l)ak ar 

operatua sthouild lc adi iti: tret ivUIy automomiot s fr)tm Lhe outel., wit.h its 

staff cotp lei.ely it cIharg,1e of it.s own etar'a i on. St-parat. ing Lhe prtograms wi I I 

also allow te e c ker taa ion a f[re;h st.art a td Iot disadvatn.age it by 

tlay 
C& EI)P': evollit i oa. 
association with dit ficult ius Lhat have buui, and st.i II ate, part of Lhe 

Conasolidat ion of fintancial and otIo c infumat.ion for projecL (C&DP) 

)UrPOSUS sloaw Id Lae p 1ace at T'' Wa ItingL ot . T'laCIn i C rp.l Irt i tag to USA1 D 
can b) dirOct f['o 1at cr'edit opearti oi di rect.or. 

Techlnical. e'XCihdilt, .ui Keo]Iact. and l)aILer shtoalId Lake place as 

teccosary. AL .1c satu , Lime, a fortmal meetoing at.teitud by PI)O staff should 

Lake place on a quat e'lnly hasis for excihange of itaformation atd to explore 

Li ativOS matah ,e up "culltra l du 'istqaus" data 

base cont.aining inafortat.iota ot in i vi daliS willt bad Cro'l it. JlisLory). 
Jointt intl (one aay sut l. llg a 

H1.AiH1m1. OPEHAT'I()LJAL I.LIKAC ES WITll O'l 'l" SI l OIUGAI IZATI O(JS 

As Lhis staady coit:idod with the otaset of the hol iday period it pr'oved 

difficult to mut. wi t.lh t-pru.Ientat-ivs of all tit, organizatlons involved in 

ill Dakar. ThU list of orgitlizdL. ions and informat.ioninformal sector pt-tol at 


below is incolplut'e, hatt laopiaI,luy prWoVides al Overview of the sit.tation.
 

AL the present Lime ttere is no organizatLion i l Dakar wit.hi a specific 

mandaLe o provide c'udit. Lo exisLing informal s uc/c -businesses. 

OrganizaLions are proviIi ng a limited amouitt of fundiag or credit to staft up 

smal.l busiOsses or Lo create emp loyment bitt wit.h lItIHteor objectives (youth 
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employment, employment of university graduates etc.). Such services are not 
available to the mass of informal business owners. This situation may alter 
when the government of Senegal reorganizes SONAGA SOCNABANQIUE, SO(FISED'T, and 
BNDS and creates a Banquc Populaire. This now organizaLion may provide loans 
to the informal secLorm but details are unavailable as yet. 

Organizations contacted, and observations on the future potential for 
operational linkages are as follows: 

AGE'IP (YouthLEmploymiien t rogra) 

The Youth Employmunt Prog ram funded by a consort ium of donot's will he 
financing small and muwdliim public works project.s, Lhroulgh private contractors, 
with Lh objectivye of prtoviding jobs fur young puople whi le car'rylng out 
improvements to the urban and rural infastrucLure. As the program will 
provide conLracLor, with advances and has a policy of prompt paymenL on 
completion of con1.ract, I.here will be lilttle scope for provision of credit to 
A\GET IP contractors in iehu nar term. in the medium term, however, AGETIP wi I [ 
be looking at ways of promoting private sector growth so that its impact will 
become lasting, The General Manager of the Program, Hr. HagatLe Wade, has 
recently started up the public works program and is now considering options 
for the medium and long tocnn. lie may be i&tetestLed to discusjs the possibility 
of collaborating with the C&EDP to promote these initiatives. 

PROGRAH DIE RI NSERTR'I ON )ES EXPATI [ ES )E L.A HAIIHI TAiJI E 

The European Developmernt Fund has undertaken a preliminary study into ways 
of speeding the reabsourpi ion of Senegalese refugees from HaureLania into the 
economy. One of the ruuoumndaLions of this study is that existing small 
business pronotion organ izaL,ionis (such as Lhe Kaolack SSE program) provide 
technical fol.low up to start-up businesses for expatri , funded by the EDF, 
in regions other than the ,'leuve (where it is prcposed that the EIDF project 
will be based). It is not clear if the Dakar credit operation will be adapted 
to such a task, or indeed that the Hau'eLanian problem will still be an issue 
when the credit operaLion becomes fully functional around early 1991. 

SAIIIL REGIONAL IINANCIAL HAIIAGEHENT I'PROJECTS 

During field visits to business owners in Dakar one Lailor had recently 
taken a financial management course given by the SRF'HP. The si nipla book 
keeping system that he had adopted as a result of the training appeared to 
suit his needs well, and he praised the course very highly. Such training 
would seem to sui the needs of young educated business persons wi-shing to 
better organize their enterprises. 

The Dakar credit operation will adopt the "minimalist" (credit without 
training) approach. 'This does not mean to say that some of its clients, 
particularly those who are educated and get--ahead, wou1O not benefit from such 
training as is being offered by the SFMP. Such training would provide credit 
clients with the tools to facilite their presentation of loan applications arid 
the management of their loan projects. There is therefore a complimentarity 
between the two activites that should be exploited. Frank Lusby, the Director 
of the Program will be open t.o exploring areas of compatibility with Lthe 
incoming Direct.or of the Iakar credit operation on his arrival. 

http:Direct.or
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OTHER ORGANIZATIONS 

Other oi-anizations such as the World Bank and SONAGA were contacted. 
Both are collaborating with tile DIRE (who could not be contacted) which is 
financing start up businesses through the Fonds National de I'Emploi and the 
Fonds Speciale do Reins t'tion. The Fonds Nat ioinal de I' Ilplol is t.o 11iliut 
iliunig-rants, redundant functionaries, redundant workers frum the modern soctor' 
arid unemployed graduate students to start tup businesses. The Fonds special de 
Reinsertion is to assist the unemployed in statiLng up micro-p'ojects. Loans 
of up to C'A 5 million for up to 5 years with a rupayment grace period of six 
months, interest at 6 per cent per year and without requi relment of a solid 
guarantee, are availalic. Such programs are different in their approaches and 
objectives to tile proposed Dakar credi.t operation and aim to serve quite 
different client groups. There seems to be little scope, therefore, for 
mutual initiatives. 
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1. PIP-LIKE CABLE CONTAINED I N RFFTEL IS APPROVED BY 
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LINES PROPOSED IN ..AMFNDMRNT TO SU JEC' PROJECT ALONG 
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KAOLACK CREDIT MODEL
A. THE PIP STATYS THAT TIE SSE 

APPLI CABLE TO DAKAR. WHAT INDICATIONS ARE s,,o
IS CONSIDERED 
THERE THAT THE SUCCESS OF TIE CREDIT PROGRAM IN RURAL ^SuN 

111WHAT MODIFICATIONS
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 1(0
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WILL BE NECESSAPY 

,: . PBASIS FO THE PROJECTION THATWHAT IS THE 
WI[LL OCCUR IN THE NEW TAKAR SSE CREDITPROFITRPILITY 

TH EXISTING PROGRAMPNOGRAM IY END OF 102, WH N FOR 
NOT PROJECTEDPHOFITABILITY 

INTIL JUNE 1991? 
VICI BEGAN IN P9A4 IS 
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 THOSE

SF DAKAR CRED IT PIQOCRAM ARF FU.HLLY CONSISTENT WITH 
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ANALYSIS iOR SSE LOANS AT 
GROUP OF WHOM ONLY 5

(CURRENTLY 24 PERCENT), TO CLIENT 
WITH BANK LOANS.HAD PRIOR EXPERIENCEPFRCENT HAVE 

STATE 194522UNCLASSIFIED 




Community and Enterprise Devel opulent PP Amendinleu No. Two Page 51 

ANNEX FSTAT "452 2UNCLASSIF 


F. AMNDMIENT SHOUID INCLUDY. A DESCRIPTION OF THE
 
CRIDIT PROGRAM IN
IEGAL *.BASTSAND FRAMEWORK FOR SSF 


INDER TH, BCFIAO RULFS GOVERNINGDAAP AND HOW THEY WITT 


FINANCIPL INSTITUTTONS.
 

INVOLVED, TIE

F.-IN LIGIIT OF HAWIITUDF, F'CPANGES 

TFRM PP AtIENRMENT SHOULD BE USED INSTEAD OF PP 

SUPPLYMENT. 1AE1.R
 
.'p
 

#4522
 

!'NNN 

STATE 194522F)
UNCLAS ST I I 


